1966 ANNUAL REPORT

0l the
‘Marilime
Administration

%
g






Marilime
Administration

U.S. DEPARTMENT OF COMMERCE

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402
Price 50 cents



(Cover) A U.S. merchant ship unloads cargo to small native craft in
Vietnam. A large part of the cargo carried to Vietnam in support
of the military effort has been transported in merchant ships.



LETTERS OF TRANSMITTAL

UNITED STATES DEPARTMENT OF COMMERCE,
MARITIME ADMINISTRATION,
Washington, D.C.
November 1, 1966

To: Under Secretary for Transportation.

From: Acting Maritime Administrator.

SuBsecTr: Annual Report of the Maritime Administration for fiscal
year 1966.

I am submitting herewith the report of the Maritime Administra-
tion covering activities of the fiscal year ended June 30, 1966.

J. W. GuLicK.

UNITED STATES DEPARTMENT OF COMMERCE,
Washington, D.C.
November 11, 1966

To: Secretary of Commerce.

FroMm : Under Secretary for Transportation.

SussecT: Annual Report of the Maritime Administration for fiscal
year 1966.

Transmitted herewith for your approval is the fiscal year 1966 re-
port of the Maritime Administration.

SECRETARY OF COMMERCE,
Washington, D.C.
December 13, 1966
To THE CONGRESS :
I have the honor to present the annual report of the Maritime Ad-
ministration of the Department of Commerce for fiscal year 1966.

—
< - < ELf—~r]
ECRETARY OF COMMERCE.

1ii






TABLE OF CONTENTS

Page

INTRODUCTION AND SUMMARY ____ _ o o________ 1
Shipping for Vietnam . _________________________________________ 1
Operating- and Construction-Differential Subsidy__ _ _______________ 4
Federal Ship Mortgage Insurance and Reserve Funds______________ 6
Shipbuilding _ _ _ _ _ _ L _____ 7
Ship Exchange_ _ _ _ _ _ _ __ _ ___ o _____ 7
Cargo Promotion__________ __ __ __ __ _ _ _ _ _ o _______ 8
Research and Development._ _ _______ _ _ __ _ ____ __________________ 10
Labor_ _ _ oo 10
War Risk Insuranece_ - - _ _ _ _ _ _ __ __ _ __ _ _____ o ________ 11
Management Improvement. ____ __ _ ____ __ ____ __ _________________ 12
International __ _ _ __ ____ __ _ _ _ _ _ _ __ _ _ o _____ 12
GOVERNMENT ASSISTANCE _ _ _ _ - _ e 15
Operating-Differential Subsidy - - - - ______________________________ 16
Pending Applications_ _ _ _ _ ___ _ __ __ _ __ _ _ _ _ _ o _______ 16
Applications Granted or Denied___ _ _________________________ 18

Services_ _ _ _ _ - _ e 20
Diversification_ _ .. _ _ _ _ _ _ _ _ _ _ _ e __ e — 21
Construction-Differential Subsidy___ - ____________ ________________ 21
Policy and Plans_ _ _ _ _ __ __ _ __ __ _ _ _ _ _ __ __ o ________ 21
Building Contracts_ _ - __ _ __ _ __ _ __ ___ _ ___ _ _ _ o ________ 22
Applications Pending_ _ _ _ _ __ _ _____ _________________________ 24
Containerships and Bulk Carriers_____ ___ ____________________ 25

Federal Ship Mortgage Insurance____ _ _ _ _ ___ __ ___________________ 26
Reserve Funds_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ o _________ 28
Trade Routes_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ - 29
PROMOTION _ = 31
Cargo Promotion_ _ _ _ _ _ _ _ ______ __ - 31



PromoTrioNn—Continued Page
Cargo Preference_________ _ _ __ _ _ _ _ _ _ _ ___ _ _ __ o _____ 32
Waivers_ _ _ _ _ 33
Integrated Transportation System________ _______________________ 33
Containers____ _ __ __ __ _ _ _ _ _ _ o __ 34
Port Development_________ _ _ _ _ _ _ _ ___ __ _ o _____________ 35
Paperwork Simplification_ __ __ _____ ____ _________________________ 36
Merchant Marine Week_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___ __ _ o ________.__ 36

RESEARCH__ _ _ _ el 39
NS Savannah_ _ _ _____ _ __ _ _ _ _ oo ______ 39
Nuclear Ships__ _ _ _ _ _ __ _ _ _ _ _ oo ___ 40
Hydrofoils__ _ _ _ _ _ __ _ _ o __ 40
Surface-Effect Ships_ _ _ _ _ _ _ _ _ __ __ _ _ _ __ _ _ o ________ 40
Other Research Projects____ _ _ _ _ _ _ _ _ __ _ _ _ _ _ __ ___________________ 40

SHIP CONSTRUCTION _ _ _ _ _ _ _ _ _ _ _ _ _ oo 43
Contract Awards_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ o ____ 44
Ship Deliveries________________________ _ _ o _____________ 44
Mechanization_ _ - _ __ _ _ _ __ _ _ _ _ _ _ _ _ o _____ A 45
Small Vessels___ _ _ _ __ _ _ _ _ __ _ _ _ _ e ___ 46
Trial and Guarantee Surveys_ _ _ _ _ _ _ _ __ _ _ _ _ __ _ ___ _______________ 47
Ship Design____ __ __ _ _ __ _ _ e __ 47
Value Engineering . _ _ _ _ _ _ _ _ _ __ __ _ _ __ _ _ _ _ oo ___ 47

OPERATIONS - - _ _ e 49
General Agency Operations_ _ _ _ ___ _ _ __ _ _ _ __ _ _ _ __ _ _______________ 49
Reactivations_ _ _ _ __ _ _ _ _ _ _ _ _ ___ _ o __________ 50
Other Maintenance and Repair____ ___ ___ ___ __ ____ _______________ 52
Charters____ _ _ _ _ _ _ e 52
Vessel Exchanges__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ o ___._ 52
National Defense Reserve Fleet _ _ _ _ _ _ __ _ _ _ _ __ __ _ ________________ 53
Ship Sales_ _ _ _ _ _ _ __ _ _ _ _ e 54
Mortgage Sales_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ e __ 55
Foreign Transfers_____ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ o ___ 55
Facilities Management_ _ _ _ _ __ ___ _ __ _ ___ __ _ __ __ _________________ 56
Material Control and Disposal - _ _ _ _ _ _ _ _ _ _ ___ _ ___ ____ ____________ 57

MANPOWER_ _ - _ e 59
Labor Data _ __ _ _ _ _ _ _ _ _ o _ 59
Labor-Management Relations__ __ __ _____ _____ ___________________ 59
Seamen Shortages_ - . _ _ _ _ _ _ _ _ _ __ _ _ _ _ o ee—___ 60
U.S. Merchant Marine Academy _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ ____ o _______ 61
State Maritime Academies__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ oo _______ 61
Seamen Training _ _ _ _ _ _ _ _ _ _ _ _ _ _ o __ 62
Merchant Marine Awards_ _ _ _ _ _ _ __ _ _ _ _ _ _ _ oo ______ 62

ADMINISTRATION . _ __ _ _ _ _ oo 63
Internal Management__ ____ __ __ __ _ __ __ __ __ __ ___________________ 63
Improved Quality of Service to the Publie_ ____ ___________________ 64
Internal Audits_____ _ _ _ _ _ _ _ _ _ _ _ e ____ 64
Personnel . __ _ _ _ _ _ _ _ _ _ _ _ _ e 64
Employee Development__ ________ _ _ _ _ _ _ __ _____ _ _ _______________ 65
Safety e 66
Emergency Readiness_ __ _ _ _ __ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ __ o ________ 66

FINANCE - - - _ e 67
Accounting _ _ _ _ _ __ __ _ ______ o _______ 67
Contract Auditing_ _ _ _ _ _ _ _ __ __ __ _ o ___ 68
Title XII Insurance._____ _ _ __ _ _ _ _ _ _ o o e __ 69
Other Insurance Aectivities__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _______________ 70

vi



Hearings on Vietnam—Shipping Policy Review
Safety of Life at Sea

Maritime Procurement Regulations
Federal Ship Mortgage Insurance
W esthampton Case
Litigation

Bankruptcies and Mortgage Foreclosures._
Damage Claims

Policy Proposals_ _ _ _ - _ ______ ____ _ __ o ____________
Proceedings Before Hearing Examiners
Operating-Differential Subsidy__-_ _ _ _ _ _ _ ____ _________________
Contract Appeals in Connection With Construction-Differential

Subsidy - - - _ -

Pending Contract Appeals
INTERNATIONAL AFFAIRS

Foreign Visitors_ _ _ ___ __ ___________ __ _ _ o __________
Shipping Restrictions_ _________________________________________
SHIPPING STUDIES AND REPORTS

TABLES

I ODS Applications From Subsidized Operators__________________

IT ODS Applications Pending From Nonsubsidized Operators
IIT Bids for Subsidized Ship Construction Issued__________________
IV Contracts Awarded on Which Construction-Differential Subsidy
Is ToBe Paid_ _ - _ _ _ _ _ __ _ __ ____ _ o _______._

V  Pending Applications for Construction Subsidy_ _ _ _ _____________
VI Status of Applications for Construction of or Conversion to Full
Containerships_ - _ _ _ _ _ ______________ ___ __________________._

VII Trade Routes Requirements_________________________________
VIII U.S.-Flag Carriers Under Government-Sponsored Programs
IX Ships Under Construction
X Ship Deliveries_ _ - _ _ _ _ ___ ___ _ _ _ _ _ _ _ o __________
XI Reactivation Costs_____________________ _____________________
XII Reserve Fleet Arrivals and Withdrawals_______________________
XIITI Ships in Reserve Fleets as of June 30, 1966
XIV Marine Insurance Claims
XV Insurance Approved__ ___ ___ ____ ___ __ _ o __________
XVI Suits and Nonlitigated Claims

16
17
22

23
24

26
29
32
43
44
51
54
54
71
71
76

vil



I11
Iv

VI
VII
VIII
IX

XI
XI1

II
III
v

\2!
VII
VIII
IX

X1
XII

viil

CHARTS

Reactivation Contract Costs by Distriets_ _ _ _ _ _________________
Privately Owned Ship Operations to South Vietnam
a. Ships Under Charter to MSTS
b. Utilization of Shipping Space_ _ _ _ _ _ _ __ _ __ __ __ _ _____________
c. Commercial Impact on Subsidized Services
Replacement Program _ ___ _______ e
Percent of Trade Carried by U.S. Ships
Federal Aid Cargo_ _ - _ _ __ __ __ _ __ _ oo _____
Seafaring Man-Days Lost by Strikes_ _ _ _ __ _ _ __ _ _ _ _ _ _ __________
U.S. and World Merchant Fleets, 1956, 1966
Ships Completed, 1956—1965__ _ ___ _ _ _ _ _ _ _ _ _ _ _ __ _ ______________
Mortgage Insurance—Reserve Funds and Liabilities
Foreign Transfers_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ o o _
Funds Provided and Applied_ _ _ _ _ _ _ _ ___ _ _ _ _ _ _ _ _ ______________
War Risk Insurance Binder Program

APPENDIXES

World Merchant Fleets as of June 30, 1966
Ship Deliveries for Fiscal Year 1966 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___________
Employment of U.S.-Flag Merchant Ships as of June 30, 1966____
Operatin g-Differential Subsidies, 1947-66_____ _ _ _ __ _ _ _ _ _________
Operating-Differential Subsidy Contracts in Effect as of June 30,

Subsidized and Selected TUnsubsidized Operators, Combined

Condensed Balance Sheets and Income and Surplus Accounts__
Construction Reserve Funds___ __ __ _ _ _ _ __ _ ___ __ _______________
Capital and Special Reserve Funds_ _ _ _ _ _ _ _ ____________________
Ship Construction on June 30, 1966 _ _ _ _ _ __ _ _ ___ __ _.____________
National Defense Reserve Fleets, 1945-66
Approvals for Transfer Foreign___ _ _ _ _ _ _ _ _ _ _ _ _ __ ______________.._
Maritime Legislation, Fiscal Year 1966

FINANCIAL STATEMENTS

H
&
o

QOO WWwWwwWwN

94
96
98
99

99

100
102
103
104
105
106
108

110



i
i
:
|

““The complex task of creating and maintaining a merchant
marine adequate to our needs for peacetime commerce, and
sufficient for defense purposes, requires the efforts of govern-
ment, management and labor and the support of all Americans.”
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INTRODUCTION
AND SUMMARY

Shipping for Vietnam

Once again, as so often throughout the history of our Nation, the
U.S. Merchant Marine has been called upon to fulfill its role in support
of the national security. During fiscal year 1966, 101 ships were with-
drawn from the National Defense Reserve Fleets at the request of the
Military Sea Transportation Service to carry supplies to our fighting
men in Vietnam. Fourteen ships were requested in July 1965, 38 in
August, 2 each in September and October, 25 in December, and 25 in
February. Just before the end of the fiscal year, an additional 20
ships were requested.

Most of the ships withdrawn were the Victory type, and all were
brought from the priority section of the reserve fleet—ships which
had been carefully preserved since they were placed in the fleet, most
of them 20 years ago, for use in just such emergencies as this.

Shipyards on every coast pitched in to help reactivate the ships
(Chart I), for after long years of layup, in spite of the most careful
preservation, much work had to be done to put them in operating con-
dition. Private shipping companies took over the job of obtaining
supplies and crews, and of operating the ships, acting as general agents
for the Government. By the end of the year 33 companies were en-
gaged 1In carrying out this emergency shipping operation.

Many privately owned merchant ships were also called into service
for Vietnam. Subsidized and nonsubsidized, berth liners, tankers,
and tramps—about 136 of them were time-chartered by MSTS at the
year’s end, and a large proportion of cargo space on regularly sched-
uled services was also occupied by military shipments (Chart IT).
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The sudden increase in shipping to a country with limited port
facilities resulted for a time in serious congestion and delays in de-
livery of cargo. Industry representatives—from both management
and labor—cooperated with the military to relieve this congestion
and to speed up the unloading and turnaround of ships in Vietnam.
The Maritime Administration opened a small office in Saigon to assist
the general agents and other U.S.-flag lines in expediting cargo serv-
ice to that area. By the end of the year, in spite of the steady increase
in shipping, delays had been reduced to a reasonable level.

The activation costs for breaking out the first GAA ships in July
and August were relatively high, because of the urgent need. The
costs dropped off after August where more time was available for
activation. As ships requiring more extensive repairs were with-
drawn from reserve, the cost rose again slightly. Because of the long
period during which these ships had been laid up and the haste with
which some of them were reactivated, there were some breakdowns and
delays for repairs. However, the total number of days of delay for
repairs averaged about 3 percent of the total voyage days, which is
about normal for ships in regular commercial service. The perform-
ance of some of the reactivated ships was exceptionally good, with
little or no delay for repair or breakdowns, and steady operation at
top speed for long periods of time and under difficult conditions.

Over 100 ships were placed in service over a 12-month period at an
activation cost of about $49 million. They carried 1.2 million tons of
cargo to our fighting forces. Once again the Merchant Marine
demonstrated its value as a military auxiliary, justifying the support
which the Government has granted to it for this purpose.

Operating- and Construction-Differential Subsidy

Although the need for shipping to Vietnam took precedence, com-
mercial services in support of U.S. trade were not forgotten. During
the year, operating-differential subsidy payments of about $187 mil-
lion were made for operation of some 300 ships to assist them in meet-
ing foreign competition. In addition, about $126 million was com-
mitted as construction-differential subsidy to aid the building of 17
new ships and 2 conversions for subsidized operators.

In order to assure that these funds, provided by the U.S. taxpayer,
were used to the greatest possible advantage, the Maritime Admin-
istration took several steps to assure the most value for the money
spent. A policy was established that preference would be given to the
building of standardized types of ships and to ships which promised
the greatest productivity for their cost. Changes in approved de-
signs and new types of ships would be approved only if it could be
shown that in the long range the cost of the changes would be more
than offset by the improved productivity of the ships.

To take advantage of possible economies to be obtained by order-
ing a large number of ships of the same type from one yard, the
Administration requested that those companies having replacement
obligations in the next 2 fiscal years present plans for joint shipbuild-
ing programs providing for the same type of ships to be built in one
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yard. Eleven companies submitted proposals which were under con-
sideration at the end of the fiscal year.

In order to obtain a long-range view of proposed plans for ship-
building, Maritime asked all companies to submit plans for the next
5 years for all the ships they expected to build.

Studies were also being undertaken to develop a simplified system
of calculating operating-differential subsidy rates, using an indexing
method in order to establish a dollar amount per day for operating
subsidy payments. In order to carry out its responsibility to insure
that the overall cost of wage increases paid for with Government oper-
ating-differential subsidy was fair and reasonable, the Maritime Ad-
ministration set general standards for such determinations. These
standards required that the overall cost of wage increases be fair,
economical, reasonable, and noninflationary, that employer contribu-
tions to pensions and welfare benefits be reasonable, predictable, and
not inimical to long-range manpower needs of the industry, and that
employer contributions to funds must qualify as wage costs in order
to be subsidizable.

As evidence of changing and shifting patterns of trade develop-
ment, a number of proposals were received from both subsidized and
nonsubsidized operators for added or altered services. Several sub-
sidized lines were granted increased sailings on an annual basis on
their present services or on new services. Approval was given for
Grace Line to purchase Moore-McCormack’s Pacific Republics Line
for a total of $5,700,000. Grace Line thus acquired 6 ships for the
service from U.S. Pacific coast ports to the east coast of South
America, Caribbean, and east coast of Mexico to consolidate with its
west coast of South America services.

States Steamship Co. was granted an increase from 13 to 26 sailings
per year in its California to Hawaii and Far East Service. The
Oceanic Steamship Co. received approval for its holding company,
Matson Navigation Co., to institute a nonsubsidized service between
U.S. Pacific ports of Hawaii and the Far East. American President
Lines also requested approval of a domestic/Hawaiian cargo service
by a nonsubsidized or an affiliated company. This application was
under consideration. There were 3 applications from subsidized op-
erators pending for total increases of 62 sailings per year on their
services.

Six nonsubsidized lines had requested operating-differential sub-
sidy on an estimated total of 582 sailings annually. None of these
applications had received final approval. Several applications were
received for operating-differential subsidy for bulk carriers in non-
scheduled service, although no authority exists under the Merchant
Marine Act of 1936 for such subsidy.

Efforts were also made to strengthen the financial base of a number
of services. Grace Line and United States Lines were given approval
to diversify their operations. The Maritime Subsidy Board urged
consolidation of U.S. passenger services in order to reduce the high
cost of operating and subsidizing such services. Some progress was
being made by the passenger operators in consolidating facilities and
1n reducing paperwork.



Chart ITT

The building of new ships for U.S.-flag subsidized services pro-
ceeded at a deliberate pace. With the award of contracts for 17
new ships, the subsidized operators had built or ordered 154 ships,
or about one-half the total number scheduled to be built in their long-
range replacement program (Chart I1ITI). Applications were pend-
ing from 6 subsidized operators for 41 new ships and 2 conversions
and from 7 nonsubsidized lines for construction-differential subsidy
on 16 bulk carriers. No decision had been made on the policy re-
garding payment of construction-differential subsidy for bulk ships
which operate in nonscheduled services.

Many of the new ships proposed are of the barge-carrying or con-
tainership types. A total of 5 lines had submitted applications for
24 new or converted containerships. Approval was given for con-
version of nine, of which three were already under construction, cost
of the conversion to be borne by the operator without subsidy par-
ticipation by the Government.

Federal Ship Mortgage Insurance and Reserve Funds

The Federal Ship Mortgage Insurance Fund and various reserve
funds continued to be an aid to financing the construction of both sub-
sidized and nonsubsidized ships. A total of 26 ships were insured
for $119.4 million under the Federal Ship Mortgage Insurance pro-
gram during the year, making a total of 83 ships insured for $485 mil-
lion at the end of the year. Thirteen applications were pending to
insure mortgages totaling $215 million on 41 ships. There was one
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default during the year on an insured mortgage. Maritime paid off
the mortgage indebtedness of $7.4 million on the SS At¢las, bid the
ship in for $3,265,000 when the mortgage was foreclosed, and sold
the ship for $7,701,000. Net worth of the Federal Ship Mortgage In-
surance Fund at the end of the fiscal year was $12.9 million. Regu-
lations were issued for granting approval to trustees for ship financ-
ing, to insure-the validity of bond issue financing in both existing and
future transactions.

There was a balance in nine construction reserve funds totaling
$5.8 million, or $7 million less than last year, and in the statutory
reserve funds of the subsidized operators a total of $193 million, or
a decrease of $12 million from last year.

Shipbuilding

Of the 67 ships on order in U.S. shipyards on June 30, 1966, with a
contract value of $700 million, 44 were part of the subsidized opera-
tors’ replacement programs. In addition to the 17 new cargo ships
and 2 conversions ordered with the aid of construction-differential
subsidy, 1 roll-on/roll-off ship was ordered by American Export
Isbrandtsen Lines for charter to the Military Sea Transportation
Service on completion. One ocean survey ship for Coast and Geo-
detic Survey was ordered to be built under the supervision of the
Maritime Administration. There were 12 new ship deliveries during
the year, 11 for subsidized operators and 1 ship for Coast and Geo-
detic Survey. In addition, 12 conversions were completed, of which 8
were ordered in connection with the ship exchange program.

To aid in the mechanization of new ships, the Martime Administra-
tion issued a detailed set of specifications for centralized engineroom
and bridge control as a guide to uniformity and standardization for
subsidized construction. Eleven new mechanized ships were de-
livered, and 44 were under construction. Plans for retrofitting of
ships already delivered were suspended, however, because of the need
to keep ships in service for Vietnam, and because of the failure of
management and labor to reach agreement on manning scales for such
converted ships.

Ship Exchange

Under the ship exchange program 13 Government-owned ships were
exchanged for 13 privately owned ships, making a total in the 6 years
of the program’s existence of 70 private ships exchanged for 66 Gov-
ernment ships, and a return to the Government of over $7 million,
representing the excess of the value of ships traded out over those
traded in.

Under an amendment to the ship exchange law enacted last year, T2
tankers in the reserve fleets were made available for trade-out and con-
version to dry cargo carriers. Twenty T2 tankers were made avail-
able, of which 13 of the more desirable Mission type were allocated
to 4 companies for conversion for cargo service. The Department of
Defense also agreed to release the last 25 C4-type ships in the reserve
fleet on condition that when converted these ships would be made
available to the MSTS.

7
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Cargo Promotion

In spite of plans for increased services and new ships, ordered or
placed in service, the share of U.S. cargo carried by U.S. ships con-
tinued to be distressingly low. Even the liners, which had increased
their participation somewhat in 1964 to 30.4 percent of liner cargoes,
declined to approximately 23 percent in 1965 (Chart IV). The de-
cline of some 3 million tons carried by U.S. liners during the year was
in large measure due to the demand for ships to serve in Vietnam and
the lengthy strike by seamen in the early part of the fiscal year.

Nevertheless the Maritime Administration and the lines continued
their efforts to improve service and to encourage the use of U.S.-flag
ships. Cooperation was sought by all Government agencies control-
ling the shipment of Government-financed cargoes, to insure that at
least 50 percent of such cargoes would be shipped in U.S.-flag vessels
(Chart V). Slightly less than 50 percent of agricultural products
shipped under Public Law 480 went in U.S.-flag ships in calendar
year 1965, mainly because of the shortage of ships caused by demands
of Vietnam. In the case of cargoes shipped by AID, 64.6 percent
went in U.S.-flag ships, while of Export-Import Bank-financed car-
goes, 84.4 percent went in U.S.-flag ships. Only 34 percent of car-
goes financed under the Inter-American Development Bank were
carried in U.S. ships, because sufficient U.S.-flag service was not
available to Central America where most of the cargoes were destined.
There were 31 general waivers of Public Resolution 17 granted to 11
nations to permit foreign flag ships to participate up to 50 percent in
cargoes financed under the Export-Import Bank.

Throughout the year the Maritime Administration sought to pro-
mote the concept of an integrated transportatlon system, incorporating
inland transportation, ports, and shipping services into one smoothly
operating transportation system. Increased use of containers and
containerships is an important part of the development of such a
system. The Maritime Administration undertook an experimental
through-container project in cooperation with several other Govern-
ment agencies, forwarding companies, railroads, and shipping lines,
both United States and foreign. Seven containers were shipped to
the United Kingdom and 10 were returned to the United States, to
pinpoint the problems that would be met in undertaking a through-
container service.

Maritime also cooperated in the setting of international standards
for containers, and for the simplification of shipping documents.
Several meetings were held between both domestic and international
port authorities to work out problems of expediting shipments through
the world’s ports, and to develop better facilities throughout the world
for handling cargoes.

Through exhibits, brochures, and special public events such as the
Maritime Day Poster Contest for high school students, and the cele-
bration of Merchant Marine Week, the Maritime Administration
sought further to promote use of U.S.-flag ships and public under-
standing of the value of the U.S. Merchant Marine.
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Research and Development

Along with and as part of the integrated transportation concept,
Maritime continued its experimentation and study of new ship types.
At the completion of 3 years of experimental demonstration opera-
tion by the Government, the world’s first nuclear-powered merchant
ship, the NS Savannah, was placed under a bareboat charter for
experimental commercial operation with the First Atomic Ship Trans-
port (FAST), a subsidiary of American Export Isbrandtsen Lines.
‘The ship made four voyages on the North Atlantic to Europe service
and three to the Mediterranean during the first year, without delay
or difficulty because of the atomic plant. Revenues were greater and
vessel and voyage expenses were less than had been estimated, result-
ing in about a $125,000 reduction in the initial estimated annual
operating cost. The charter is subject to review and renewal each
year; therefore, at the end of the first operation year, negotiations
were under way with FAST to determine the share that the Govern-
ment and the company would assume, based on revised estimated voy-
age expenses and revenues for the second year.

An 1nteragency task force was set up to make a study of the use of
nuclear power in merchant ships and to make recommendations for
the application of nuclear power in commercial service. No immedi-
ate plans were made for building nuclear-powered ships, but expres-
sions were requested from commercial operators to determine their
interest in building and operating nuclear ships and their opinion as
to the extent to which the Government should support the use of
nuclear power in marine applications.

An industry committee was set up to review the possibilities of the
surface-effect ship, and as a result of its recommendations an agree-
ment was made between the Commerce Department and Navy Depart-
ment for joint basic research into the surface-effect ship to determine
the feasibility of building and operating large, fast oceangoing vessels.

Many other research projects were under way during the year, such
as the use of contrarotating propellers, powerplant studies, develop-
ment. of an efficient oil-water separator, improved combustion in
marine boilers, reduction of steel required in hulls of Great Lakes
ships, 1mproved mooring systems, and improvements in ship design
and navigation aids.

Labor

Labor problems continued to plague the maritime industry through-
out the year (Chart VI). The seamen’s strike, lasting from June 16,
1965, to August 30, 1965, tied up a total of 227 U.S.-flag ships and cost
$12 million in seamen’s wages. A dispute on manning an automated
ship delivered to the Liykes Bros. Steamship Co. lasted for 101 days
before an increase totaling some four men in deck and engine depart-
ments was agreed to.

The collective bargaining agreements reached between manage-
ment and unions as a result of the seamen’s strike were submitted for
approval to the Maritime Administration, but full information on
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results of the agreements had not been received to permit a final de-
termination on fairness and reasonableness of the agreements for
subsidy purposes.

Because of the reactivation of some 100 ships from the reserve fleets
during the year, the number of shipboard jobs increased by more than
4,900, causing increasing shortages of skilled seamen to man mer-
chant ships. Several measures were undertaken to relieve the short-
ages. The Maritime Administration approved early graduation of
196 cadets of the 1966 class at the U.S. Merchant Marine Academy,
and 321 third mates and third engineers were graduated from the
State Maritime Academies to help man the ships. Maritime also
approved the suspension of a prohibition against payment of cash in
lieu of vacations for active seamen, to encourage them to remain at
their posts. Many of the unions, with help from management and
the Department of Labor, undertook to increase upgrading training
programs in order to provide more skilled seamen. Nevertheless,
a total of 42 general agency ships assigned to MSTS were delayed
for 2,957 hours in the period from January 1, 1966, to June 30, 1966,
and the problem of seamen shortages was under intensive study.

War Risk Insurance

Approximately 4,000 war risk insurance binders on operating ves-
sels and one policy on a vessel under construction were outstanding as
of June 30, 1966, on almost 1,500 vessels with a maxXimum insurance
exposure of roughly $13 billion. In addition, at the request of the
Military Sea Transportation Service, Second Seamen’s war risk in-
surance was provided on 30 vessels under military control, with pay-
ment of losses subject to reimbursement by MST'S.
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Management Improvement

Continued emphasis was given during the year to improving the
quality of service rendered by the agency to the public, and to the
economy, efficiency, and effectiveness of its programs. Organiza-
tional changes were made to give additional emphasis to maritime
promotion, maritime manpower, and automatic data processing.

A cost reduction of $7.6 million was accomplished through transfer
of the Savannah to commercial operation, application of value en-
gineering to ship construction, and the automation and centralization
of the agency’s payroll; 111 Liberty ships were sold for scrap for
a return of $5 million, while 27 non-Liberty ship types were sold for
$2 million. The Norfolk Terminal in Norfolk, Va., was being trans-
ferred under a 3-year lease to the City of Norfolk for development
as a commercial terminal, pending the working out of final arrange-
ments for permanent disposition of the property to the city.

The management reporting system was further improved, reporting
requirements from the public were simplified, and information pam-
phlets, exhibits, and displays were provided to inform the public about
the merchant marine. Intensive management training programs were
continued to upgrade the quality of Maritime personnel.

International

Maritime participated in conferences, meetings, and working groups
of international shipping organizations concerned with solutions for
international shipping problems. The Maritime Administrator was
host to the 18th annual meeting of the Planning Board for Ocean
Shipping. Maritime officials gave advice and assistance in solving
the Indian grain crisis, and assistance to the Government of South
Vietnam to ease serious congestion in Vietnamese ports.

Free world and Polish flag ships trading with North Vietnam were
placed on a list of vessels prohibited from carrying Government-
financed cargoes from the United States. There were a total of 26
ships on the list at the end of the fiscal year, and 253 on the similar
list of ships trading with Cuba.

The U.S. Merchant Marine declined further in world standing,
both in the number of ships in service and the number of new ships
built. At the end of the fiscal year the United States stood second
among world merchant fleets (Chart VII and Appendix I) and in ship
construction ranked 15th among the shipbuilders (Chart VIII and
Appendix IT). Of a total U.S. merchant fleet of 2,268 ships of
27,185,000 deadweight tons, 1,019 of 15,181,000 deadweight were in
active service on June 30, 1966 (A ppendix I1T). Of the 1,249 inactive
ships, 1,189 were in the reserve fleet (excluding 138 nonmerchant ship
types), of which 796 were under priority preservation. Most of the
rest were Liberty ships available for scrapping. The emergency re-
serve Libertys had been reduced to 333. Forty-five large U.S.-flag
ships were approved for sale abroad and three were denied. The ships

sold averaged 28 years of age, and most of them were disposed of for
scrap.
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A few of the ships delivered
during the year in the long-
range replacement programs
of the subsidized shipping
lines—*‘‘President Monroe’’ of
American President Lines,
‘““‘Santa Lucia’’ of Grace Lines,
‘““Prudential Seajet’’ of Presi-
dential Lines, ‘‘Mallory Lykes’’
of Lykes Lines.




GOVERNMENT
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.

Maritime administers the operating-differential and construction-
differential subsidy programs and other Government aids to merchant
shipping. Under the operating subsidy program, the Government
may pay the difference between certain foreign and domestic costs of
ship operation on foreign services which have been found to be essen-
tial. Under the construction subsidy program the Government also
may pay the difference between American and foreign shipbuilding
costs for ships to be operated in foreign trade. Current law provides
that the maximum construction subsidy allowed is 55 percent of do-
mestic cost for new construction and 60 percent for reconstruction of
passenger ships.

Construction reserve funds may be set up by a U.S. ship operator for
the purpose of building new vessels for U.S. foreign and domestic
commerce. Such funds are granted certain tax deferment benefits.

The Government pays the cost of national defense features certi-
fied by the Navy as necessary for national defense, but which are
found by Maritime to be in excess of commercial requirements. In
addition, Maritime insures mortgages and/or loans made by private
lending institutions to finance the construction, reconstruction, and
reconditioning of ships. It also acquires old ships in exchange for
better types, or for allowances of credit on the construction of new
ships.

Maritime investigates and determines which ocean services, routes,
and lines are essential for the development and maintenance of the
foreign commerce and defense of the United States; and the type,
size, speed, and other requirements of ships to provide adequate serv-
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ice on such routes. Only operators who agree to provide regular
services on these routes are eligible for award of operating-differential
subsidy contracts.

Operating-Differential Subsidy

Payments during the year on operating subsidy due for fiscal 1966
and for prior years totaled $186,628,358.

At the year’s end a study was being undertaken by Maritime in co-
operation with the subsidized lines to ascertain whether a simplified
system of calculating operating-differential subsidy rates by using
indexing methods to determine variances in foreign and U.S. costs
could be used to establish a dollar-amount-per-day subsidy.

Total operating-differential subsidies accrued from January 1, 1937,
to June 30, 1966, were $2,476 million; recapture amounted to $231
million ; subsidies paid amounted to $2,141 million ; and net subsidy
payable as of June 30, 1966, amounted to $104.5 million (Appendix
Iv).s

A summary of the 14 operating-differential subsidy contracts in ef-
fect at year’s end is shown in Appendix V.

Operating subsidy was being paid on 128 overage ships pending
their replacement. Sixteen of these were added to the overage group
during the year.

On December 1, the Maritime Subsidy Board authorized a 1-year
extension, to December 31, 1966, of the existing operating-differential
subsidy agreement with Bloomfield Steamship Co. The company
had previously been given two 1-year extensions, ending December 31,
1965. On December 6, Bloomfield rejected the 1-year extension,
which was then rescinded by the Board. The subsidy agreement
ended December 31, 1965, reducing to 14 the number of subsidized
steamship companies.

Pending Applications

Applications were pending from three subsidized operators seeking
increased sailings on their existing services, or additional sailings on
other routes (Table I).

Table 1
ODS APPLICATIONS FROM SUBSIDIZED OPERATORS

Number
Company Trade route sailings
requested
Araerican Export Isbrandtsen Lines, Inc. - ___________________ o _____ 18 30
Lykes Bros. Steamship Co., Inc__ _ _ __ __ e 13 12
Prudential Lines, Inc - _ - __ _ ______ e 10 20

On February 11, American President Lines, Litd., requested per-
mission to engage in a cargo service to Hawaii directly or through a
new subsidiary or affiliated corporation in which APL would be a

1 See also Appendix VI, Subsidized and Selected Unsubsidized Operators, Combined Con-
densed Income and Surplus Accounts, and Balance Sheets.

16



substantial shareholder. This request was published in the Federal
Register on March 3, 1966. The company also proposed (1) To pro-
vide weekly sailings with some container service between Hawaii
and the Atlantic coast, and (2) to include Hawaii in the itinerary
of its trans-Pacific freight service vessels. Matson requested a stay
of the proceeding and consolidation with the States application. On
May 20, 1966, APL withdrew the latter two applications, but the
original request was being considered at the end of the fiscal year un-
der Docket No. S—-191.

On September 16, Atlantic Express Lines of America, Inc., amended
its application (filed Nov. 30, 1960) for operating subsidy on Trade
Route 5-7-8-9 (United States North Atlantic ports to Europe and
United Kingdom), indicating that an agreement had been reached with
Sapphire Steamship Lines under which Sapphire had been granted an
option to buy 90 percent of Atlantic’s common stock for whatever
amount would be necessary to provide Atlantic with the minimum
required equity capital to qualify for operating subsidy. It was con-
templated that if a subsidy were granted the firms would merge.
The applicant proposed to provide 26 subsidized sailings a year with
3 ships owned by Sapphire, which would be replaced with 5 new ships
capable of making 52 sailings a year.

On September 21, the Waterman Steamship Corp., amended its
application for operating-differential subsidy on TR 5-7—8-9 (North
Atlantic/Continental Europe), TR 21 (Gulf/UK and Continent),
TR’s 22 and 12 (Atlantic, Gulf, and California/Far East), TR 29
(Pacific/Far East) and TR 32 (Great Lakes/Western Europe).

On August 31, 1964, the applicant had refused to conclude negoti-
ations for an operating-subsidy contract on terms proposed by the
Maritime Subsidy Board.

Waterman was then purchased by Mr. Cornelius Walsh, who in-
dicated on June 23, 1965, that an amended application would be filed.
The application, which was filed subsequently, asks for 18-30 sallings
on TR 5-7-8-9; 3042 on TR 21; 18-30 on TR’s 22 and 12; 20-24 on
TR 29; 7-12 on TR 32. The only major change from the original
application was in the increase from 20-24 to 30-42 on TR 29. No
final action had been taken on the application at year’s end.

Operating-differential subsidy applications pending from nonsub-
sidized operators are shown in Table IT.

Table 11
ODS APPLICATIONS PENDING FROM NONSUBSIDIZED OPERATORS

Company Trade routes Sailings Date filed
requested
Atlantic Express Lines of America, Inc_______ 5789 ___ ___________________ 50-60 | Nov. 30, 1960
Central Gulf Steamship Corp_ _______________ 18 o ______ 3640 | June 16, 1964
Central Gulf Steamship Corp.____.____________ 1033 __ . 4448 | Oct. 4,1963
Isthmian Lines, Inc. (amended) 1_____________ R/W (westbound) and 18___ __ 62-76 | Aug. 7,1963
Sea Coach Transatlantic Lines, Inc___________ 5789 ____ o _______ Weekly | Mar. 15, 1966
States Marine Lines, Inc. (amended) __________ Tri-Continent, TR 13-29______ 108-168 | Aug. 7,1963
Waterman Steamship Corp. (amended)._______ 5-7-8-9, 21, 22/12, 29 and 32_, __ 93-138 | Sept. 21, 1965

1 Incomplete application. Additional information requested not supplied.
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Applications Granted or Denied

On July 7, 1965, the Secretary of Commerce approved the applica-
tion of States Steamship Co. to increase its calls at Hawaii in its Cali-
fornia/Far East service from 13 to 26 a year. The Secretary speci-
fied, however, that at the expiration of a 3-year period the Maritime
Admlnlstratlon would schedule an appropriate proceeding to deter-
mine, on the basis of accrued experlence, whether the authorization
should continue in effect.

On September 27, Oceanic Steamship Co. applied for Maritime Ad-
ministration’s approval of a weekly nonsubsidized service between
U.S. Pacific ports or Hawaii and Far East ports, to be instituted by
its holding company, the domestic operator, Matson Navigation Co.
This application was approved on February 2, but was made subject to
cancellation or modification, in whole or in pa.rt by the Administra-
tion on 90 days’ notice to Oceanic, after affording the company an
opportunity to discuss the matter. The domestic operations between
Hawaii and mainland ports in the service were found to fall within
the existing section 805 (a) permission covering the present domestic
service of Matson.

The applications by American Export Isbrandtsen Lines and by
American President Lines for operating subsidy for bulk carriers in
nonscheduled service were rejected on the basis that no authority was
granted by the Merchant Marine Act of 1936 for subsidizing this type
of operation. American President Lines had asked that if a finding -
were made that such service was not subsidizable, the Board join the
company in seeking legislation to permit subsidization of such service.

American Export was permitted to establish a direct freight service
between U.S. Atlantic and Far East ports on TR 12 with a minimum of
11 and maximum of 15 sailings per year, which may be increased to 24
and 30 after new replacement ships have been introduced. AEIL was
also granted subsidy for operation of the Renusen Heights on TR 32
and 5-7-8-9.

The application of American President Lines to add three more
vessels to its subsidized fleet was denied. APL was permitted to in-
crease its TR 29 transpacific freight service sailings from a maximum
of 37 to 48 per year, increase round-the-world westbound service from
a maximum of 28 to 32, and reduce TR 17 Atlantic/Straits service
from a minimum of 24 to 18.

APL was ordered by the Maritime Subsidy Board to withdraw,
and did withdraw from the Japan/Saigon Freight Conference, on the
basis that other U.S. lines had been refused membership.

Farrell Lines was permitted to extend its TR 15—A (United States
Atlantic/South and East Africa) and TR 14 (United States Atlantic,
Gulf/West Africa) service into the Great Lakes and St. Lawrence
River ports west of Montreal during the 1966 navigating season.

A joint application filed April 22 by Grace Line Inc., and Moore-
McCormack Lines, Inc., to sell Mormac’s Pacific Republics Line serv-
ice to Grace was approved by the Board on June 29. This involved
purchase of 6 C3 type ships, all over 20 years old, for a total of
$5,640,000, plus $60,000 for Mormac’s interest in the route. The ships
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had been operating on TR 24 (United States Pacific/East coast of
South America) and on a privilege and permissive basis to ports on
TR 23 (United States Pacific/Caribbean and East coast of Mexico)
on a minimum of 22 and maximum of 26 sailings per year. Grace,
which operates a subsidized line on TR 25 (United States Pacific/
West Coast Mexico, Central and South America) with 4 C2 and 2 C1
freighters for a minimum of 26 and maximum of 34 sailings per year,
planned to consolidate the two services into a new service comprising
Line B-1, United States Pacific/East and West Coasts of South
America, and Line B—2, United States Pacific/Caribbean and Pacific
Coast, Central America and Mexico Service. This was expected to
result in better vessel utilization, improved operating revenues, and
substantial economies in overhead and other expenses. The Line B-2
service is to be continued at least until October 1, 1969, at which time
Grace may indicate whether it is able to continue the service and to
provide for replacement vessels.

The Maritime Subsidy Board on August 12, 1965, approved the
application of United States Lines for an increase in its subsidized
sailing requirements on TR 12 (United States Atlantic/Far East)
from a minimum of 27 and maximum of 36 to 45-55 per year, but
denied the request of the company to be permitted to build 3 addi-
tional ships for the service and instead reduced the company’s replace-
ment program by 5 ships in consequence of sale of the Australian
service to Farrell. The Board also required the withdrawal from
subsidy of four old C2’s on delivery of the five replacement ships.

United States Lines appealed the decision on the withdrawal of the
four C2s, and after further consideration the Board modified its
action to limit continued subsidized operation of the ships to the
termination of any voyage in progress as of September 24, 1966, or
upon redelivery to the company by MSTS of any ship under charter.
The Board pointed out that since military requirements had caused
the withdrawal of U.S.-flag ships from essential services, it would be
better to continue to subsidize old U.S.-flag ships than to permit the
charter of foreign-flag ships to provide service on the essential routes.

This decision of the Board was remanded by the Under Secretary
of Commerce for Transportation on the basis that the four ships had
been subsequently chartered to MSTS by United States Lines. The
Board reaffirmed its decision on the basis that the subsidized ships
were taken off subsidy when chartered to MSTS and that in the
meantime subsidization of the ships would continue their commer-
cial services on an inadequately served trade route, and that support
should not be denied for ships to provide essential commercial serv-
ices because of the possibility or probability that such ships might
shortly be engaged in meeting requests of the military for movement
of cargoes.

On August 12, 1965, the Board approved an application from
American Export Isbrandtsen Lines, Inc., for operating-differential
subsidy on two containerships in the North Atlantic service. The

company was also permitted to reduce its fourth replacement group
from four to three ships.
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Sea-L.and Service, Inc., which announced plans to start a mnon-
subsidized transatlantic containership service, asked a U.S. District
Court to enjoin the Subsidy Board from consummating this operating-
differential subsidy contract with AEIL without the matter being
specifically considered in a public hearing under Section 605(c) of
the Merchant Marine Act, 1936. This case was pending at the end
of fiscal year 1966.

Services

Because of the emergency requirements of the Military Sea Trans-
portation Service for extra shipping capacity to Southeast Asia 2
requiring the charter of many of the subsidized lines’ ships, it became
difficult for some of the companies to meet the requirements of their
commercial service. In reply to inquiries as to the possibility of their
chartering foreign-flag ships to fulfill their service obligations, the
Maritime Administrator outlined the conditions under which con-
sideration might be given to waivers permitting the use of foreign-flag
ships by subsidized operators.

The requirements were:

(1) That the sailing would be in the applicant’s regular com-
mercial service;

(2) That no U.S.-flag ships were available for charter;

(3) That other U.S. lines providing service in the trade did not
object ;

(4) That labor unions manning the line’s ships did not object;

(5) That any profits from the chartered ships would be included
for subsidy accounting and any losses would be for sole ac-
count of the applicant.

The unions in general objected strongly to any proposals to use for-
eign-flag ships in the subsidized services. Only four applications for
use of foreign-flag ships were made. Two were granted.

Approval was granted by the Maritime Administration to 9 sub-
sidized lines for a reduction of 272 in the minimum number of sailings
required under their contracts because of the impact of the seamen’s
strike in midsummer and the charter of many of their ships by the
Military Sea Transportation Service.

In June 1965, the Maritime Administration had noted the concern of
government, management, and labor with rising operating costs, high
overhead expense, and substantial subsidy payments to U.S. passenger
vessels. The Maritime Subsidy Board, after a study of the admin-
istration of passenger ship operations, had concluded that important
savings would be realized through “mutually acceptable consolidation
of some operations.” The Board urged that the four principal pas-
senger line operators voluntarily undertake to consolidate some of
their operations and asked that regular reports be submitted to the
Board on the progress made.

In their first such report, in November, American Export Is-
brandtsen Lines and United States Lines reported near completion of
a program of consolidation of domestic passenger offices, with an-
ticipated savings of $100,000 a year. They also revised and stream-

2 See Operations, p. 49.
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lined all record-keeping and reporting procedures of their branch
offices, reducing paper work by 40 percent.

The feasibility of handling passenger bookings and reservations and
space control by means of electronic data machines was under study
by these two lines and by Moore-McCormack Lines. Grace Line indi-
cated that it was continuing to explore possibilities of achieving sav-
ings through cooperative efforts, but felt that as they were receiving a
satisfactory return from their Passenger operations, there was no
necessity for extensive consolidations with the other lines.

Diversification

Grace Line on September 15 applied for permission to reorganize
its corporate structure by transferring its shipping operations to a new
wholly owned subsidiary, with no substantive change in its subsidized
operations. The application was approved on December 9, 1965.

United States Lines on November 10 also asked for permission to
reorganize its corporate structure to enable it to diversify its activi-
ties, by transferring its subsidized shipping operations to a wholly
owned subsidiary “United States Lines, Inc.,” retaining in the parent
company $2 million cash from free earnings and the stock in Number
One Broadway Corp.

The application was approved on April 14, subject to approval of
stockholders, interested TJ.S. agencies and, to the extent necessary,
of the trustees and bondholders under Title XT mortgages, all with-
out prejudice to the rights of the Internal Revenue Service.

Construction-Differential Subsidy

Policy and Plans

In August 1965, the Maritime Subsidy Board requested all com-
Panies interested in building ships with construction-differential sub-
sidy during the 5-year period beginning July 1, 1966, to submit plans
and proposals for review and evaluation by the Board. In order to
plan ship construction programs and budgets from as informed a base
as possible, the Board wished to know what the maximum ship expan-
sion programs of the country could be if operators were not re-
strained by Maritime’s budgetary limitations. Knowing this, the
Board would be in a better position to plan, budget, and select for
subsidy the proposals that would give the Government, the operators,
and the unions as many ships and as much shipping capability as
possible.

The Board established policies requiring the greatest possible ad-
herence to standardized ship types and to considerations of produc-
tivity in approving applications for construction subsidy.?

In April a letter was sent to 10 of the subsidized lines which had
ship replacement commitments during the next 2 fiscal years to urge
their cooperation in proposals covering the construction of 13 ships
under a single design, with construction to be performed by a single
shipyard, and indicating that the Board would take into consideration

3 See Maritime Subsidy Board, pp. 81-82.
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No contracts were allocated under Section 502 of the Merchant

Marine Act, 1936. ] o
This made a total of 150 cargo ships contracted for in the subsidized

operators’ veplacement program since 1958 (excluding 4 passenger
ships ordered in 1955).

States Steamship Co. traded in four obsolete ships for a gross allow-
ance of $3,380,000 against five new cargo ships being built under a con-
struction contract signed in May 1966.

Applications Pending

At the end of the year applications were pending from 6 subsidized
operators and from 7 nonsubsidized operators for construction-dif-
ferential subsidy on 59 new and converted ships. (See Table V.)

Table V

PENDING APPLICATIONS FOR CONSTRUCTION SUBSIDY

Number Type
ships
Company subsidized:
American Export Isbrandtsen Lines, Inc._ . ___________________ 3 | Containerships
8 e e 10 | Bulk carriers
American President Lines, Ltd________________________________ 4 ¢
e 4 | General cargo
Farrell Lines, Incorporated__ . _________________________________ 6 ‘¢
"The Oceanic Steamship Company .. _____________________._____ 12 | Containerships
Prudential Lines, Inc_ - - __ o _____ 3 | General cargo
O e 5 | Lighter-Aboard-Ship
United States Lines Company. . - - - oo 6 | Containerships
< 43
Nonsubsidized:
Hudson Waterways Corp._ . - - - oo 2 | Bulk carriers
Jackson Agents, Inc_ - ___ o _____ 2 ¢
Marine Carriers Corp._ - .- o o__ 4 ‘“
Overseas Transportation, Inc__ . _______________________________ 2
Penn Steamship Company--_________ _____________________.____ 3 “f
T.J.Stevenson & CO_ _ _ - . 1 ‘“
T. C. C. Shipping Co., Inc__ . _ . _ - _ .- 2 o
16

1 Conversion.

At the close of the fiscal year there were no applications pending
for trade-in allowances to be applied against new construction.

One of the pending applications was that of Prudential Lines, which
on July 7 submitted a request for aid in a quarter-billion dollar ship-
building program to provide for a transatlantic express service using
16 LASH (Lighter-Aboard-Ship) types. The ships, 696 feet overall,
of 22,100 dwt. tons and 25-knot speed, would lift fifty 60-foot light-

ers of 250 dwt. ton capacity, fully loaded, into the ships by means
of a 350-ton shipboard crane. The use of lighters, the line said,

would enable cargoes to be loaded and unloaded in shallow draft
ports and at industrial installations located on rivers or other areas
at present inaccessible to oceangoing vessels. The ships were esti-
mated by the applicant to cost $14.7 million each, including 100
lighters per ship, and to provide a 60 percent greater productivity
than a conventional ship.

In May Prudential reduced its application for a first flight of
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nine such ships to five, of somewhat increased size and greater lighter
capacity, and with an increase in crane capacity to 440 tons. As
previously noted, American President Lines and Pacific Far East
Line indicated an interest in joining Prudential in building a total
of 13 such ships in fiscal year 1967.

On May 10, 1965, Lykes Bros. Steamship Co. applied to the Mari-
time Subsidy Board to extend from August 1, 1965, to July 1, 1966,
the date by which the line was required to notify the Board of its
ability to proceed with replacement of 17 ships for three of its trade
routes. The line also asked for an extension from July 1, 1965, to
July 1, 1966, of the date by which it must agree to construct two
more ships for Trade Route 22 (U.S. Gulf/Far East) or lose
the additional sailings granted on that service contingent on the
additional construction. The Board denied the application on
June 17, and reaffirmed the denial on June 29 after a hearing. On
review the Secretary of Commerce directed that the dates be extended
to February 1, 1966. Lykes on December 21 asked for deferment
of the February 1 date to January 1, 1967, which was denied by the
Board but granted on appeal by the Under Secretary of Commerce
for Transportation.

States Steamship Co. was permitted to request bids for its third
replacement group on two bases—a standard C4 of the type pre-
viously built for American President Lines, or a modified C4 espe-
cially designed for States. The Board indicated that subsidy would
be paid on the lower of the two bids. On this basis the difference in
estimated foreign cost between the two types was $88,000 lower for
the standard type, on which a subsidy rate of 54.1 percent was
established.

In the joint bid for American Mail Line Ltd., and Pacific Far
East Line, the subsidy for Pacific Far East Line’s modified design
was based on the lower cost of the American Mail design. Both,
however, would have exceeded the 55 percent limit and were there-
fore set at that rate. ‘

In several instances the Maritime Subsidy Board limited change
order approvals, as for installation of constant tension mooring
winches, additional container capacity, etc., to the amounts that such
installations would have, cost had they been included in the original
designs. The Board also refused to grant subsidy participation
for increased crew quarters beyond those considered required for
the most efficient and economical operation of the ship. Since in
several instances the lines had been unable to reach agreement with
their unions on manning scales for automated ships, they were per-
mitted to provide additional crew quarters but without any commit-
ment by the Board as to whether construction or operating subsidy
would be allowed on the higher basis.

Containerships and Bulk Carriers

_In February American Export Isbrandtsen Lines filed an applica-
tion for subsidy aid in the building of three high-speed supervessels
for operation in foreign trade. The line proposed conventional or
nuclear power as alternate methods of propulsion.
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A large number of applications for construction subsidy to aid
in building of bulk carriers were still pending at the end of the fiscal
year. No action had been taken on any of them, pending a policy
determination on subsidy aid to other than replacement ships for
subsidized operators and a program for bulk carriers.

A number of applications were also received for construction of
new containerships or conversion of partially containerized vessels
to containerships, and one of these, filed by United States Lines, was
approved in June. This case involved a nonsubsidized change in
ships already under construction with subsidy so as to authorize the
conversion of these ships, at Company expense, to full container-
ships. Table VI shows the status of these applications.

Table VI
STATUS OF APPLICATIONS FOR CONSTRUCTION OF OR CONVERSION TO FULL
CONTAINERSHIPS
Company Number Status

of ships

Approved.
______________________________________________________________ Pending.

2
3
4 | Disapproved.
Moore-McCormack Lines, Inc_ - ____________________________. S 4 | Approved.
The Oceanic Steamship Company___ ______________________________ 12 | Deferred but appealed.
Uni‘ted States Lines Company.- . __________________ . _____ 6
‘ 3

Pending.
Approved.

1 Conversions. .
2 This was a nonsubsidized change under an existing contract.

Federal Ship Mortgage Insurance

-~ Federal Ship Mortgage or Loan Insurance aggregating $96,300,000
was placed on 21 ships, the SS’s Presidents Van Buren, Grant, T aft,
and JohAnson owned by American President Lines, Litd., Santas Lucia,
Oruz, Olara, Elena, Barbara, and Isabel, owned by Grace Lines, Inc.;
Americans Courier, Commander, Corsair, Contractor, Contender, and
Crusader, owned by United States Lines Co.; and the Colorado, M on-
tana, Idaho, Wyoming, and Michigan, owned by States Steamship Co.
Mortgage” Insurance aggregating $22,600,000 was placed on five ad-
ditional ships on which commitments had previously been made.

At the end of the year 13 applications for loan and/or mortgage
insurance were pending. They covered the construction of 41 ships,
at a total estimated cost to the applicants of $277,296,000. Insurance
applied for would cover estimated construction loans of $211,612,000
and estimated mortgage loans of $215,386,500.

Sea Bees B-10, Inc., paid off the mortgage on its barge Constantino,
on November 3.

Deferral was granted to Manhattan Tankers Co., Inc., on a maxi-
mum of five quarterly principal payments of $293,764 each on the SS
Manhattian, provided that for each payment so deferred the previous
payment shall have been made with funds brought in from outside
the company. :
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Although an advance of $276,000 representing one semiannual pay-
ment on the SS A¢las was made durlng the year, all but $23,000 of this ,,x
amount has been repaid. i

There was one default on a Title XTI mortgaged ship. In January
1966, Maritime took over the 35,000-dwt.-ton tanker A#las, owned by
Tankers & Tramps Corp. of New York, as a result of defaults on the
government-insured mortgage. The company’s failure to pay the
principal and interest installment due on January 1, 1966, constituted
a default on both the first preferred mortgage and on a second mort-
gage held by Maritime as security for principal payments advanced
to the company.

The A¢las had been under charter to the MST'S since January 1962.
At the time of default, it was under a 5-year charter scheduled to ex-
pire in April 1969, with an option for an additional 5-year period.
Tankers & Tramps Corp. had suffered heavy operating losses, partly
caused by a number of adversities resulting in long periods of layup.

The At¢las was built by New York Shipbuilding Corp. at a cost of
$10,964,558, and was delivered on August 27, 1958. A Federal Ship
Mortgage Insurance contract of $9,593,900 was granted to help in the
construction. The company had paid a total of $1.839,900 on the
principal installments due. The Maritime Administration had con-
sented to various deferments of principal payments amounting to
$1,225,390, and had advanced principal payments amounting to $542,-
OOO (of Whlch about $260,000 had been repaid).

Maritime paid off the mortgage of $7,212,000 plus interest, and in-
stituted foreclosure proceedings. At the marshal’s sale on March 10,
Maritime bid in the ship for $3,265,000. This amount is a credit
against the paid-off mortgage indebtedness. The mortgagor is subject
to a deficiency judgment claim for the balance of this paid-off mort-
gage indebtedness, together with incidental costs incurred by the
Government. The ship was later offered for sale and sold to the high
bidder, Sacramento Transport, Inc., for $7,701,000, on long-term
credit.

A conditional finding of economic soundness was made on May 6 on
the application by Sapphire Steamship Lines and Atlantic Express
Lines of America, Inc., for Ship Mortgage and Loan Insurance to
aid in building three all-container ships for operation on TR 5-7-8-9
(United States North Atlantic to United Kingdom and KEurope).
The construction loan requested was for $40.5 million and mortgage
loan for $47.3 million. Final approval of the application was con-
tingent on approval of the applicant’s net worth and working capital,
satisfactory design of the ship, adequate operating ability, solicitation
organization and terminal facilities in the United States, United
Kingdom, and Europe; and immediate commencement by Sapphire
Steamship Co. of commercial container operation, particularly in the
Hampton Roads area. The finding of economic soundness was
effective for 6 months, during which time the appropriate commit-
ments were to be executed.

In March the Maritime Administration issued regulations for
approval of qualified banks and trust companies to serve as trustees
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for the financing of ships. As now amended, it is unlawful, with-
out the approval of the Secretary of Commerce, to issue, transfer,
or assign to noncitizens, bonds secured by mortgages of vessels to
trustees, unless the trustee is approved under Public Law 89-346.
To qualify as an approved trustee, a bank or trust company must
among other things be a U.S. citizen and have combined capital and
surplus of at least $3 million. Eight applications were approved
as of the end of the fiscal year.

In June a policy was established approving the granting of Fed-
eral Ship Mortgage Insurance for the chemical sheathing of tanks
on modern U.S. flag tankers as constituting “reconditioning,” which
i1s economically justified by the reduced operating costs and higher
charter rates that would result.

At year’s end the outstanding balance of principal and interest
of insured mortgages and loans and commitments to insure was
$485,184,000. on 83 ships.

The Title XI Federal Ship Mortgage Insurance Revolving Fund
received over $3,076,000 in net income during the year, making the
net worth of the Fund $12,916,000, approximately (Chart IX).

13,978, 51

eserve Funds Ry

On June 30, 1966, balances in nine construction reserve funds totaled
$5,790,506, compared with $12,852,878 at the beginning of the year.
(See Appendix VII.)

Three funds were established during fiscal year 1966 and one was
closed. Deposits in the construction reserve funds were $5,112,237
and withdrawals $12,174,609. Securities were decreased by $7,033,-
189 from sales of $23,176,615 and purchases of $16,143,426. Cash
was decreased by $29,183.

Chart TX




Statutory reserve funds of subsidized operators totaled $192,892,010
as of June 30, 1966, consisting of $64,296,827 capital and $128,595,183
special reserve funds as shown in Appendix VIII. This represented
a decrease of $12,176,837 from the total at the beginning of the year,
when the funds totaled $205,068,847, of which $72,379,572 was in
the capital and $132,689,275 was in the special reserve funds. Bloom-
field Steamship Co. reserve funds of $1,675,670 are being withdrawn.
In addition to the mandatory deposits in special and capital reserve
funds three subsidized operators were authorized to make voluntary
deposits of $9,388,301.

Five operators were permitted to use money in their capital re-
serve funds for purchase of containers and conversion of container-
ships.

Trade Routes

Reports on the essentiality and U.S. flag service requirements of
the following U.S. foreign trade routes were completed. See Table
VII.

Table VII
TRADE ROUTES REQUIREMENTS

Trade route Number sailings U.S. Coastal Area/Foreign Area
No. required

14-1 | 4permonth__________________ Atlantic/West Africa

142 | 3permonth__________________ Gulf/West Africa
16 | 2permonth__________________ Atlantic and Gulf/Australia-New Zealand
21 | 15permonth_________________ Gulf/United Kingdom and Continent
24 | 2permonth__________________ Pacific/East Coast South America
25 | 3permonth__________________ Pacific/West Coast Mexico, Central and South America
28 | 1permonth__________________ Pacific/Southwest Asia

After extensive hearings on the essentiality of and requirements
for Great Lakes Foreign Trade Routes (Docket S-173) and after
staff review, it was recommended that operational flexibility would
be enhanced by consolidating the existing experimental routes into
five separate essential trade areas. The Maritime Administrator
subsequently determined on May 18 that trade between the Great
Lakes and the following areas is essential to the promotion, develop-
ment and maintenance of the foreign commerce of the United States.
Trade Area No. 1: Great Lakes/Western Europe, United Kingdom,
Republic of Ireland, Atlantic Europe, and Baltic-Scandinavian ports;
Trade Area 2: Great Lakes/West, South, and East Africa; Trade
Area 3: Great Lakes/Caribbean, East and West Coasts of South
America; Trade Area 4: Great Lakes/Mediterranean, Red Sea, In-
dia, Pakistan; Trade Area 5: Great Lakes/Far East, Indonesia, Ma-
laya, Australia and New Zealand.
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The celebration of Merchant Marine Week included opening ceremonies aboard
the replica of the ‘‘Santa Maria’”” on the Washington waterfront, in which the
U.S. Merchant Marine Academy Glee Club participated; a helicopter rescue-at-sea
demonstration by the U.S. Coast Guard; ceremonies in honor of deceased
American seamen at the Navy-Merchant Marine memorial on Columbia Island
in the Potomac; display on Post Office trucks of the winning Maritime Day poster,
shown below with designer Nick Verni and Congressman Garmatz.
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PROMOTION

Cargo Promotion

Through a cargo promotion program, Maritime has endeavored to
increase the amount of import and export cargo carried by the
American Merchant Marine in both our domestic and foreign
commerce.

Several factors contributed to a decline in the percentage of U.S.
cargo carried by U.S. ships during 1965, including the effects of
strikes, the diversion of vessels to MSTS operation in connection
with the Vietnam situation, and the greater demand for space on
the remaining vessels by the Department of Defense.

The percentage of liner tonnage carried by U.S. flag ships on
U.S. essential trade routes increased from 29 percent in 1962 to 30.4
percent in 1964. However, because of the adverse factors noted, this
percentage fell to approximately 23 percent in 1965. Preliminary
data for 1965 indicate that U.S. flag liner ships carried approximately
11 million tons of commercial cargo in that year, down from approxi-
mately 14 million tons in 1964. €U.S. commercial cargo carried in
foreign flag liner ships rose from approximately 33 million tons in
1964 to approximately 36 million tons in 1965.

Efforts were continued throughout the year to solicit the support
of importers and exporters to maximize carriage in U.S. flag bottoms.
In view of the shipping situation, primary emphasis was placed
on contacts with importers and in further emphasizing, for future
planning purposes, the benefits that accrue to importers and export-
ers by supporting shipment on American lines. Despite the adverse
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factors previously mentioned, the steamship lines continued their
efforts to improve service wherever possible consistent with available
shipping space. )

Seven thousand copies of a brochure “Your Interest in U.S. Flag
Merchant Ships’ were distributed to shippers to encourage their use

of U.S. flag ships. .
A portable exhibit with a similar theme was prepared and dis-

played in several cities and will be used at trade conferences and
trade fairs to promote U.S. flag ships.

A significant step taken during the year was the formalizing of
procedures and reporting practices to assure maximum effective liaison
with all government agencies involved in the movement of goods
by ocean carriers in order to achieve the fullest possible utilization
of U.S. flag vessels.

In the domestic shipping area, through the cooperation of shipping
interests and preseason work by the Maritime Administration, no
shortage of space for the movement of lumber in the intercoastal
trade developed. In addition, new vessels have been introduced into
the lumber trade which provide a reasonable assurance that pre-
vious difficulties will not reoccur.

Some difficulties were encountered in moving bulk salt from the
Gulf to New England. As a result of Maritime’s efforts, a suitable
bulk carrier was found to alleviate this problem, and as a result a
new and more efficient system of delivery was developed.

Cargo Preference

The Maritime Administration exercises general surveillance over
the operation and administration of the Cargo Preference Act, which
reserves half of all government-sponsored cargoes to U.S. flag ships.

A particular effort was made during the year to obtain the co-
operation of all wholly owned government corporations which are
subject to requirements of the Act in reporting on their compliance
with its provisions.

The following table shows the percentage of U.S. flag carryings
under the different government-sponsored programs:

Table VIII
U.S. FLAG CARRIERS UNDER GOVERNMENT-SPONSORED PROGRAMS

Program Period Total tonnage U.S. flag Percent
or value United
States
PublicLaw480______________________ CY 1965.______ 12,887,000 tons_____ 6,271,000 tons______ 148.7
AID___________________________l..T— FY 1965.______ 4,357,000 tons______ 2,817,000 tons______ 64. 6
Export-Import Bank________________ CY 1965.______ $42,800,041_________ $36,200,820_________ 84.4
Inter-American Development Bank..| CY 1965 ... 39,161 tons._. _______ 13,315tons___ _____ 234.0

1 U.S. flag deficiency caused by nearly one-halfof U.S. tramp fleet being diverted to meet Vietnam military
requirements resulting in a shortage of vessels to meet the 50 percent requirement.
n:tgfa:ig%gle eficiency caused by heavy movement to Central American areas where U.S. flag service was
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Waivers

Under Public Resolution 17, passed in 1934, all cargoes financed
through the Export-Import Bank are to be carried by U.S. flag ships
unless these ships are not available at reasonable rates and conditions.
It has been government policy to grant waivers permitting 50 percent
of such cargoes to be carried on ships of recipient nations, so long as
there is no discrimination by that country against U.S. flag ships.

Maritime approved 31 general waivers of Public Resolution 17 to 11
nations, authorizing foreign ships to carry up to 50 percent of their
U.S. purchases financed by the Export-Import Bank.

A special problem arose with requests for waiver for Venezuelan
flag ships. In 1965 the Alcoa Steamship Co. objected to the granting
of Public Resolution 17 waivers to Venezuelan flag ships, so long as
the Venezuelan Government continued to discriminate against U.S.-
flag ships. The Venezuelan Government, by its Decree 331, reserved
Venezuelan cargo for ships under Venezuelan registry, with the ex-
ception of foreign-flag lines having a reciprocal agreement with Com-
pania Anonima Venezolana de Navegacion (CAVN), the Venezuelan
shipping line. Grace Line was the only company having such an
agreement. Alcoa held that the pooling agreement between CAVN
and Grace Line in effect was discriminatory to other U.S. flag lines.

Discussions were held with Venezuelan shipping officials, in an
effort to open up Venezuelan cargo movements to U.S.-flag ships with-
out special agreements. Venezuela, however, moved to terminate the
CAVN-Grace pooling agreement on May 31, 1966.

After further discussions, in June 1966, an understanding was
reached whereby for an interim 60-day period the Venezuelan Govern-
ment agreed to grant waivers of Decree 331 for shipments on U.S.-
flag vessels out of Gulf ports upon request, and the United States con-
sented to grant five pending Venezuelan appllcatlons for waivers of
Public Resolution 17 for the same period. The waivers were subject
to revocation in the event that no permanent agreement was reached.
In addition, the Grace-CA VN pooling agreement was to continue in
effect for the same 60-day period, pending a permanent agreement for
reciprocal trade in United States-Venezuelan oceanborne commerce.

A request for a 100 percent waiver for Costa Rica, on the basis that
no U.S.-flag ships have a direct service to that country, was denied,
since shipments could be made by U.S.-flag to Panama and trans-
shipped on a through bill of lading, to Punta Arenas or Puerto Limon.

In the case of India, requests for waivers were granted on the basis
of 20 percent only, pending receipt of evidence that an agreement be-
tween India and the United Arab Republic reserving trade between
these countries to their own ships was not resulting in discrimination
against U.S.-flag ships.

Integrated Transportation System

Maritime has been extensively involved in the integrated transpor-
tation system concept and has been studying means to encourage the
development of multimodal services that will contribute to further
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Matson Navigation Co.’s container service to Hawaii was one of the first applica-
tions of full containerships in transoceanic service. The ‘‘Hawaiian Monarch”’
was converted from a C4 troopship under the Ship Exchange Program.

significant economies in the transportation field. Positive action in-
cluded the subsequently discussed “Through Container Pilot Project”
to the United Kingdom, a forthcoming similar project to West Ger-
many, frequent discussions with representatives of the several modes
of transportation, including other government agencies, participation
in discussions and the development of plans and ideas with transpor-
tation officials from other nations, and active participation in numer-
ous committees concerned with integrated transportation systems
problems and developments. Efforts were primarily focused on con-
tainers and the future economies resulting from improved port ter-
minal facilities and activities. To this end, a comprehensive pro-
gram was being developed in order to achieve further progress in the
development of through intermodal systems.

The ultimate goal of the new ports and systems program is to
achieve a fully coordinated transportation system through the maxi-
mum efficient and economic utilization of management/labor re-
sources, improved techniques of management, development of modern .
transportation equipment and facilities, and the full integration of
all components of the transportation system.

Containers

A Through Container Project was instituted on March 21 after
several months of planning. This was an important research project
de31gned to pinpoint specific problems such as documentatlon, customs
inspections, and government regulations of various kinds which han-
dicap the full deve]opment and use of through shipments by contain-
ers from an inland point in one country to an inland point in another.

The project was jointly sponsored by the Maritime Administration,
the Bureau of International Commerce of the Department of Com-
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merce, and the Bureau of Customs of the Treasury Department.
Documentation for the project was coordinated by the National Facili-
tation Committee, an interagency governmental body established by
the Secretary of Commerce. Shippers, transportation companies, and
freight forwarders cooperated in the experiment.

Seven loaded containers were sent from Chicago and St. Louis to
Birmingham, England, or surrounding areas via the U.S. ports of
New York, Norfolk, and New Orleans, and the United Kingdom ports
of London, Liverpool, and Southampton. United States Lines and
the Cunard Line provided ocean transport.

Ten containers were shipped to the United States. The program
was completed by June 1966. Data obtained from the experiment
was being analyzed to permit evaluation of the problems affecting total
container movements, which promise to become characteristic of inter-
national trade in the next decade.

Maritime continued to actively participate in the development and
promotion of national and international standards for freight con-
tainers. Members of the staff represented the agency on a number of
American Standards Association and International Standards Organi-
zation committees and were instrumental in achieving substantial
progress in connection with handling and securing methods, testing,
identification and marking and other areas of importance in facilitat-
ing the international interchange of containers between all modes of
transportation.

Port Development

Several studies and reviews of proposed port development projects
in economically depressed regions of the country were made at the
request of the Economic Development Administration. These in-
cluded Tacoma, Wash.; Rockland, Maine ; Morehead City, N.C.; Oak-
land, Calif.; Port Huron, Mich.; and the economic impact of the
proposed Canadian port of Riviere de Loup in the Northern Maine
area.

On September 9, 1965, Hurricane Betsy devastated the port of New
Orleans. Two ships owned by the Maritime Administration, which
were being reactivated for use in Vietnam, the Winged Arrow and the
Wake Forest Victory, were so badly damaged that they had to be re-
placed by two Victory ships.

Five ships under construction at Avondale Shipyards for Lykes
Bros. Steamship Co. were badly damaged. Two—the Genevieve Lykes
and ZLetitia Lykes—were constructive total losses and had to be re-
placed by new construction. A marine insurance settlement of
$18,037,042 was made for the loss of the two ships. The underwriter
offered the ships for sale, and they were sold to Hudson Waterways
Corp. in January 1966 for $150,000.

The Elizabeth Lykes, the Ruth Lykes, and the Mason Lykes were
salvaged and repaired. '

Maritime employees from the Gulf district and from the Washington
office aided in assessing the damage, in providing emergency assistance,
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and in planning for restoration of the port facilities. The rapid and
efficient manner in which the port was returned to operation was highly
commended by the Maritime Administration.

Discussions were held with the American Association of Port Au-
thorities on areas needing further study, including 5-year port fore-
casts of local programs and port delays caused by Federal regulations.

A permanent MarAd/AAPA working liaison committee was de-
veloped to consider significant port problems and develop specific
recommendations to resolve or alleviate such problems. 7Ten projects
were initially selected, and individuals from both organizations were
designated to work as teams to develop recommendations pertaining
to the problems identified in the specific projects.

Questionnaires were sent to some 150 ports in the United States,
Puerto Rico, Virgin Islands, and Canada requesting information on
port construction costs in the past 3 years and approved port con-
struction programs from 1966 to 1970.

A report on the “Economic Impact of United States Ocean Ports”
was prepared for publication in fiscal year 1967. The report deals
with the effect of port activity on the economy of the port area and
other parts of the United States—labor, trade, production, etc.—and
discusses types of port development needed in the future to meet the
demands of ‘trade.

A comprehensive study entitled “Public Works—Marine Port Fa-
cilities,” was completed in June 1966, for the Joint Economic Com-
mittee of the Congress. This report on the nation’s ports and facilities
includes description and quantity of facilities, geographic distribution,
age, ownership, value, costs and user charges, revenue, financing, trends,
needs, and prospective capital outlays for port development.

Paperwork Simplification

In cooperation with other governmental agencies and representatives
of industry, Maritime helped promote the widespread acceptance of
the “Standard Export Format” that was developed to be used as a
model for designing basic export documents. By using this format,
a master duplicator can be filled out in a single typing operation and
compatible forms can be quickly reproduced.

In order to stimulate further progress in document simplification,
Maritime also participated in meetings designed to accomplish the
international standardization of both ship and cargo documents.

Merchant Marine Week

Merchant Marine Week was celebrated from May 22 through 27.
The 10th nationwide contest for high school students, sponsored by the
maritime industry and the Maritime Administration, culminated in
the winning National Maritime Day poster, designed by Nicholas
Verni of New York, being unveiled on the steps of the Capitol by
Under Secretary of Commerce for Transportation Alan S. Boyd and
Assistant Postmaster General William J. Hartigan.

Subsequently, postal delivery trucks throughout the country car-
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ried the red, white, and blue design with the legend ‘“American Ships
Chart America’s Future” during the entire month of May. Mayors
and postmasters in towns and cities throughout the country joined in
placing the posters on post office trucks in their areas, and in other
ways participated in emphasizing the importance of the merchant
marine to the entire nation. Many of the mayors issued proclama-
tions following President Johnson’s Proclamation of Maritime Day,
which commemorates the sailing on May 22, 1819, of the SS Savannah,
first steamer to make a transatlantic crossing. These ceremonies in-
spired a large number of newspaper stories, editorials, and radio and
television programs on the national significance of the Merchant
Marine.

A second section of the exhibit, “This Is Your Merchant Marine,”
was opened at the Maritime Administration’s Washington headquar-
ters. The new section, entitled “Life Cycle of a Ship,” depicts the
story of a vessel from its theoretical beginning in naval architect’s
plans, through actual building, to its eventual disposal.

The Maine Maritime Academy Band and the U.S. Merchant Marine
Academy Glee Club were on hand to participate in the opening Mari-
time Day ceremonies aboard the Santa Maria, replica of Columbus’
flagship. A Maritime Pavilion was set up nearby on the Washington
waterfront. This was followed by a Safety of Life at Sea rescue
demonstration by the U.S. Coast Guard and by a memorial ceremony
honoring merchant seamen at the Navy Merchant Marine Memorial
on Columbia Island in the Potomaec.

On May 25, awards were presented to Maritime employees for espe-
cially meritorious service.

A symposium with the theme “The Merchant Marine in 1986 was
attended by representatives of all segments of the maritime industry.
A special citation was presented to the Chairman of the House Mer-
chant Marine and Fisheries Committee, Edward A. Garmatz, for his
contributions on behalf of the American Merchant Marine.

A “Gallant Ship Award’” was presented during the week to the SS
Japan Bear for its rescue of survivors from the ship G7rand sinking in
the Pacific. Senator Warren Magnuson made the award.
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Artists’ drawings of various types of surface-effect ships: (from top) model similar
to low-flying seaplane receives lift from tandem wings; air-lubricated hull traps air
by skegs on side, flap in front, bottom of hull at stern; aerodynamic shape of hull
and fans provide lift; the annular jet machine or ‘‘Hovercraft'’; the ‘‘captured air

bubble’’ traps air with its side walls.




RESEARCH

Maritime’s research and development effort is directed to increasing
the competitiveness of the U.S. Merchant Marine by reducing the cost
of ship construction, operation, and maintenance.

NS Savannah

Following 2 years of experimental demonstration runs by the Gov-
ernment, the NS Savannah, the world’s first nuclear-powered merchant
ship, began experimental commercial operation on August 20, 1965,
under a 3-year bareboat charter to the First Atomic Ship Transport,
Inc. (FAST), a wholly owned subsidiary of American Export
Isbrandtsen Lines, formed to operate the vessel. This charter is sub-
ject to review and renewal each year.

The NS Savanna” made three voyages during the year on Trade
Route 5-7-8-9 (U.S. North Atlantic to Europe) and three on the
United States to Mediterranean run, Trade Route 10, visiting Spain,
Portgual, Italy, France, Belgium, the Netherlands, and Germany.

Under the agreement worked out between the company and the
Government, the ship was operated under a dollar-a-year bareboat
charter as permitted by Section 715 of the Merchant Marine Act, 1936.
Provision was made for the Maritime Administration to assume esti-
mated vessel and voyage expenses over and above estimated voyage
revenues, under an arrangement that provided an incentive to the
operator to keep this loss to a minimum and to assume a substantial
degree of risk.

Revenues were greater and vessel and voyages expenses were less
than estimated, which reduced the annual operating cost by about
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$125,000. There were no delays in the vessel’s schedule due to plant
malfunction. Plant and vessel operation throughout the first year of
commercial operation were considered normal and a satisfactory dem-
onstration of a nuclear-powered merchant vessel operating in a regu-
lar commercial trade.

Nuclear Ships

At request of Senator Magnuson, Chairman of the Senate Commerce
Committee, a task force of Commerce, Maritime, Atomic Energy and
Defense Department representatives was formed to develop a nuclear
merchant fleet report. The Task Force Report was completed subject
to policy review.

Further studies on the economic application of nuclear power in
- various commercial services were continued during the year. Studies
completed on maritime reactor capital and fuel costs indicated down-
ward trends and appear promising for the next generation of nuclear
ships. No funds were included in the 1967 budget requests for actual
construction of nuclear-powered merchant ships. A joint Atomic
Energy Commission-Maritime Administration Liaison Committee was
formed in November for continued cooperation between the two agen-
cies in the development of commercially competitive nuclear merchant
ships.

Hydrofoils

The oceangoing hydrofoil ship Denison, having successfully com-
pleted her commercial experimental program, was transferred to the
Department of the Navy on August 27, 1965, for further experimental
operation by the military services. The ship had been operated since
January 1965 under bareboat charter by Grumman Aircraft Engi-
neering Corp., her builder, following several years of experimental
testing for the Maritime Administration.

Two large hydrofoil craft, the H.S. Victoria, owned by Northwest
Hydrofoil, Inc., and the H.S. Flying Cloud, owned by Atlantic Hydro-
foils, Inc., were privately developed and were undergoing tests.

Surface-Effect Ships

During the year a review of the Surface-Effect Ship program was
completed for the Secretary of Commerce by a specially selected indus-
try committee which recommended a research and development pro-
gram to demonstrate technical feasibility of large surface-effect ships.
Subsequently the Department of Commerce entered into a joint agree-
ment with the Navy Department to carry out basic research for the
Government for a joint SES program designed to produce a 5,000-ton,
100-knot ship in approximately 10 years.

Other Research Projects

With the constant increases in the speeds attained by new ships, it
1s becoming more and more necessary to find ways of increasing the
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efficiency of the ship’s propellers, since propeller efficiency tends to
decline as speeds increase.

The use of contrarotating propellers—two propellers of approxi-
mately equal size rotating in opposite directions—offers a means for
substantial fuel cost savings. The propellers are attached by two con-
centric shafts, one inside the other, turned by the ship’s engine. Tests
conducted during the year indicated that high speeds could be main-
tained with decreased shaft horsepower. The fuel savings will be
welghed against increased machinery costs.

The Maritime Administration in October 1965 awarded a cost-plus-
fixed-fee contract to IIT Research Institute, formerly Armour Re-
search Foundation of Illinois Institute of Technology, Chicago, for a
“Collation of Integrated Marine Power Plant Studies”. The study
will present a critical evaluation and collation of results of the five
integrated marine power plant studies completed previously. The
previous work includes two steam turbine studies by Newport News
Shipbuilding & Drydock Co. and Allis-Chalmers Manufacturing Co.,
two gas turbine studies by General Electric and Pratt and Whitney
Aircraft, and a diesel study by Fairbanks-Morse, Inc. The contract
was to be completed by February 1967.

Maritime Administration’s contract with the Permutit Co., to de-
velop an effective marine oil-water separator, which was to have
expired in October 1965, was extended to April 30, 1967, to permit
extensive field testing of equipment developed under the research
contract. An increase in funds of $56,654 was also authorized.

In December 1965 a parallel research effort was undertaken to
develop effective and practical oil-water separators by contract with
ITTRI. This work is in fulfillment of this country’s commitment to
IMCO on the prevention of the pollution of the seas by oil.

The Maritime Administration, in October of 1965, extended its con-
tract with Babcock & Wilcox Co. to June 30, 1966, at an increase in
total cost to $51,866, covering a study to determine effects of low
excess combustion air on marine boiler corrosion and ash deposition.

Maritime contributed $47,500 to a joint project with industry to
support structural tests of hull steel requirements on a Great Lakes
vessel to determine the possibility of reducing the requirements for
hull steel and thereby the construction costs of such ships.

In resistance and propulsion, a new approach in bulbous bow design
is showing promise. By shifting the bulb form closer to the waterline,
better than 10 percent reduction in resistance previously found only
in ballast condition can now be realized at full load.

Massachusetts Institute of Technology, Stevens Institute of Tech-
nology, and the University of Michigan were retained to conduct
seakeeping, maneuverability, and model resistance studies in order to
improve the performance and speed of ships. A computer program
was developed to predict the performance of ships at-sea.

The University of California conducted studies to improve ship
structure capabilities, especially to resist damage due to slamming.

The evaluation of the Maritime lookout assist devices for detection
of other ships indicates detection probability of 97 percent within
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range of 5 miles. Work is continuing on supplementary detection
of marine sounds for a device of multiple detection capability to assist
ship officers.

Maritime is participating with NASA in experiments in the Pacific
with Satellite Communication, designed to improve ship-to-shore,
ship-to-ship, and ship-to-plane communications. The proposed
NASA program is to place an experimental satellite in a hovering
orbit over the Pacific Ocean for testing in 1967.

The residual fuel combustion contract with IITTRI was extended
for the construction of a new test rig in order to fully evaluate the
effects of massive recirculation on fuel oil combustion, corrosion and
ash deposition. Funds of $137,592 were provided for this work.

In April 1966 the contract with F. R. Harris was extended to
December 1966, and an additional $125,000 was also approved
for the design and construction of an improved mooring system
which will be tested on land and eventually evaluated aboard a
merchant ship.

In March 1966, an increase of $132,133 was approved for the com-
pletion of hardware fabrication for the Self-Regulating Steam
Generator being constructed by Combustion Engineering, Inc.
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Signing of the contract for four ships for Moore-McCormack Lines, to be built
by Ingalls SB Corp., completed the award of a total of 17 new cargo ships to
be built with construction-differential subsidy aid.

SHIP CONSTRUCTION

The number of large merchant ships under construction or on order
in private U.S. shipyards increased from 62 on July 1, 1965, to 67 on
June 30, 1966, as shown in Table IX. These included new ships and
conversions built with construction subsidy, privately financed ships,
and government-owned ships built under Maritime supervision.

Table IX

SHIPS UNDER CONSTRUCTION
Number of ships
Total New Conversions
Under contract July 1, 1965____ _______________________________ 62 49 13
Contracts awarded during fiscal year 1966____ _________________ 30 19 11
Subtotal_ __ ________ e ____ 92 68 24
Completed during fiscal year 1966____ _________________________ 24 12 12
Cancelled during fiscal year 1966_ __ ___________________________ 1 | 1
Under contract June 30, 1966_____ _____________________________ 67 56 11

NoTE: During the year 2 Lykes ships under construction at Avondale Shipyard were sunk during Hurri-
cfaf.net“(;?oetsy.” Replacement ships were awarded; therefore, the number of ships under contract is not
affected.
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The 67 ships under contract at the end of the year had a contract
value of about $699.8 million. Of these, 44 with a contract value of
approximately $570.8 million, were being built under the subsidized
operators’ replacement program.

Contract Awards

In addition to awards for 17 new cargo ships and conversions of 2
bulk carriers to be built with the aid of construction-differential sub-
sidy (see Table IV), an order was placed by American Export
Isbrandtsen Lines, Inc., with Sun Shipbuilding & Drydock Co. for
a roll-on/roll-off ship to be built for charter to the Military Sea
Transportation Service. A contract was also awarded for construc-
tion of an ocean survey ship for Coast and Geodetic Survey to the
American Ship Building Co., Lorain, Ohio, bringing to nine the total
of special vessels designed and being built for Coast and Geodetic
under Maritime Administration supervision.

Ship Deliveries

On July 1, 1965, there were 44 new ships being constructed under
Maritime Subsidy Board and Maritime Administration contracts.

Of these, 12 were completed during the fiscal year, as shown in
Table X.

Table X
SHIP DELIVERIES
Owner Builder Design Delivered

Lykes Bros. Steamship Co._______ Avondale Shipyard_ _ ___________ C4-S-66a..____________ 4
American President Lines________ Nac.tiona.l Steel & Shipbuilding C4-S-1qa- - - - ___ 3

o.
Prudential Lines__________________ Bethlehem Sparrows Point SY__| C4-S-64b______________ 2
GraceLine__ _____________________ Su(x}l Shipbuilding & Drydock C4-S-65a______________ 1

o.
United States Lines_______________|____ e C4-S—64a______________ 1
Coast and Geodetic Survey._______ Aerojet-General Shipyards______ S2-MET-MA62a_____ 1
12

Twelve conversions were completed, of which four were Great Lakes
bulk carriers and the others were carried out as part of the Ship
Exchange program.

On June 30, 1966, the 56 new ships under construction or on order
included 44 being built with subsidy under the replacement program,
1 private tanker, 2 roll-on/roll-off for military use (1 under private
ownership), and 9 for Coast and Geodetic Survey. (See Appendix
IX.) Eleven ships were being converted.

On September 28 the Maritime Administrator issued his final deci-
sion on the contract appeal of Marietta Manufacturing Co. of Point
Pleasant, W. Va., which had been found in default of a contract to
build two ships for Coast and Geodetic Survey. The decision re-
affirmed the decision of the Chief of the Office of Ship Construction
which had granted certain extensions of time for completion of the
contract and had found Marietta in default. The ships were re-
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A mechanized bridge, including main engine controls (top), and a mechanized
engineroom (bottom) designed for a one-man watch, place control of the ship at
the fingertips of the officers in charge.

awarded to Aerojet-General Shipyards in May 1965 and are scheduled
for delivery in the first half of 1967.

Mechanization

Shipboard mechanization included further developments in engine
room controls resulting from service experience with earlier ships and
recently published regulatory requirements of the American Bureau
of Shipping and the U.S. Coast Guard.. Additionally, Maritime
issued a detailed set of technical specifications for Centralized Engine
Room and Bridge Control for industry use and guidance to effect
uniformity and standardization in mechanization for subsidized con-
struction. The technical objective of these standards is to install such
improvements in the machinery spaces as to economically justify a
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one-man engine room watch system. Attainment of this objective
will be subject to satisfactory service experience and the final assess-
ment on manning by the U.S. Coast Guard and agreements with the
operating unions.

Eleven new mechanized cargo ships were delivered, and 44 were
under construction.

Plans for economically retrofitting older replacement cargo ships
with a limited armount ‘of mechanization were suspended because of
(1) the need to retain all ships in service for Vietnam military require-
ments, (2) failure to reach a final resolution by labor-management on
manning of the fully mechanized ships in operation, and (3) lack of
success in initiating preliminary negotiations between operators and
unions. No firm applications were received for subsidy approval, and
no steps could be taken by Maritime without prior cooperation of
negotiating principals.

"Small Vessels

The United States Fishing Fleet Improvement Act authorizes the
Secretary of the Interior to pay up to half of the construction cost of
a new fishing vessel. The vessel is to be of the most modern design
to compete with foreign vessels. Maritime administers the technical
aspects and oversees the construction of the ships for Interior.

By June 30 applications for 15 boats under this program had been
processed. Four of these vessels were under construction, two con-
tracts were in process of award, and invitations to bid were issued for
four others. The other five were withdrawn by the owners after
receipt of bids. Two other vessels were under construction under
contracts signed in fiscal year 1965.

Fifteen applications were approved by the Department of the
Interior for submission to Maritime as soon as bidding plans and
specifications were prepared. Twelve additional applications were
awailting public hearing. The vessels included many types—scallop-

The ‘‘Oceanographer,’”’ a survey ship for the U.S. Coast and Geodetic Survey,
was built under direction of the Maritime Administration by Aerojet-General
.Corp.




ers, shrimpers, menhaden, purse seiner, factory canning, etc., and were
received from New England, Gulf and Pacific coast areas.

Exception was taken by one boat owner to Maritime’s determination
of foreign cost of building a similar vessel, on which the subsidy per-
centage is based. After receiving additional information on foreign
costs of building such vessels, Maritime increased the recommended
subsidy percentage from 37.9 to 40.2 percent.

Maritime was also requested to help design, obtain bids, and super-
vise construction of a 125-foot wooden hull research vessel for Antarc-
tic use on behalf of the National Science Foundation. No competitive
bids were received for the vessel, but one yard offered to negotiate a
price, and this was under consideration at the year’s end.

Trials and Guarantee Surveys

Sea trials and acceptance surveys were conducted on 11 subsidized
ships and final guarantee surveys on 12. A sea trial and acceptance
survey was conducted on one Coast and Geodetic Survey Ship.

Ship Design

To serve as a basis for evaluation of future designs of high-speed
container ships, a 30-knot prototype preliminary design was pre-
pared which incorporates several innovations such as contra-rotating
propulsion system, torque tube propeller shafting, and an unusual
form of hull.

Studies were started on a standardized hull and machinery concept
to (1) develop a design with austerity features aimed at obtaining the
lowest cost commercially acceptable cargo ship, and (2) provide a
basic design readily adapted for construction under emergency
conditions.

Value Engineering

The Value Engineering program for reduction of shipbuilding costs
resulted in savings on subsidized shipbuilding of approximately $2.78
million, of which about 53 percent accrued to the Government and the
remainder to industry. Eight new letters on value engineering infor-
mation were issued to the industry. One previously issued letter was
withdrawn and 17 reissued and revised.

A “Standard Specification for Cargo Ship Construction,”* was
developed after several years of effort and published by Maritime to
effect cost reduction for the government and the marine industry
through standardization of ship designs, components, and systems.
It covers the construction requirements for a modern oceangoing cargo
liner, and ships built with construction subsidy are required to embody
the specifications in the volume to the greatest extent possible.

1 See list of Shipping Studies and Reports, p. 93.
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These are a few of the many Victory type
ships built for World War 1l which have
now been withdrawn from lay-up in the
National Defense Reserve Fleet to enter
military service once again, this time in
Vietnam. Named for American colleges
and small cities, many of these ships, like
the Gallant Ship ‘‘M eredith Victory’' (be-
low), served alsointhe Korean engagement.




OPERATIONS

General Agency Operations

In July 1965, the Military Sea Transportation Service requested the
reactivation of 14 ships from the Maritime Administration National
Defense Reserve Fleet for use in support of military operations in
Southeast Asia. The first request was followed by others; in August
33 ships were requested, then 2 each in September and October, 25 in
December, and 25 in February. By the end of the fiscal year, a total
of 101 ships had been broken out of their anchorages at the various
Reserve Fleet locations around the country. Together with 8 ships
redelivered from use agreement charters and assigned to general agents
for use by MST'S, there were 109 ships under general agency agree-
ment at the year’s end, 107 more than at the end of the preceding year.
From September 1965 to May 1966 the fleet was supplemented by three
ships redelivered from bareboat charter to Alaska Steamship Co.
during the normal winter layup. Just before the end of the year,
MSTS asked for 20 additional ships to be reactivated in fiscal year
1967.

Thirty-nine assigned private shipping companies are approved to
act as its general agents by Maritime in the operation of the ships for
MSTS.

At June 30, 1966, there were 33 active general agents operating ships
for the National Shipping Authority, Maritime Administration.
These included 18 agents initially appointed before June 30, 1965, and
15 agents appointed during fiscal year 1966. This expansion of
general agency operation was entirely attributable to the need for in-
creased logistic support of military operations in ‘Southeast Asia.
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Reactivation work was carried out at shipyards near the Reserve
Fleet anchorage from which they were drawn. The same procedures
were followed as those used during the Korean emergency. The reac-
tivated ships were taken from the priority reserve section of the fleet,
where they had been kept in such condition as to permit their place-
ment in service in the shortest possible time.

In addition to the government-owned ships, MSTS time-chartered
a large number of ships, from both subsidized and nonsubsidized berth
operators and tramp operators, and increased its requests for space on
regularly scheduled liner services to the Southeast Asia area.

The sudden influx of military and merchant ships into the limited
harbor facilities in Saigon and other Vietnamese port areas created
some delay in loading and unloading of cargoes for the area. Meetings
were held between the MSTS/MarAd officials and the shipping com-
panies involved in Southeast Asia shipping to discuss ways of alleviat-
ing the situation.

As a result of these meetings, a shipping liaison group was formed of
government and industry officials for study of shipping requirements—
both military and civilian—affected by the U.S. involvement in South-
east Asia. The group’s purpose was to work cooperatively together to
fulfill the Nation’s military shipping needs with the minimum disrup-
tion to civilian shipping, especially in the subsidized liner segment of
the merchant fleet.

In March of 1966, Maritime opened a small office in Saigon to sup-
plement the efforts of the general agents for the more than 100 Gov-
ernment-owned ships which by that time had been assigned for
operation in the service of MSTS. The office was to assist the general
agents, subagents, and ship masters in the Vietnam area, providing
expeditious cargo discharge and turnaround of all general agency
ships, in solving crew problems, in securing emergency repairs for
ships, spare parts, etc., when required, in assuring rapid handling of
mail for GAA ships, and in providing maximum assistance possible
to all U.S. flag ships serving Vietnam.

The Maritime Administrator made a trip to the Far East in the
spring of 1966, to survey the port and shipping situation in the Viet-
nam port areas. He officially opened the Maritime Administration’s
Saigon office while there.

The coordinated efforts of both the military and the industry resulted
in appreciable improvement in ship turnaround. By the end of the
year, the ships were encountering no serious delays in the Vietnam
area, and discussions were continuing on a regular basis between in-
volved parties in an effort to further provide for the most efficient

means of carrying on shipping and port operations in the Southeast
Asia harbor areas.

Reactivations

The need to reactivate Victory ships for military service in the
shortest possible time threw a tremendous burden on ship repair yards.
Although the first ships to be withdrawn were those considered to be
in the best condition, the urgency of the military requirement made it
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necessary to assign work to yards on a negotiated basis without com-
petitive bidding and to authorize much overtime.

For the following groups, additional time was available, competitive
bids were obtained, and shakedown sea trials were possible to detect
otherwise undiscovered faults. Costs therefore dropped somewhat.

The continued reactivation of additional ships and the need to
withdraw those requiring more repair, and shortages of skilled
workers in what had been for some time a declining industry, led to a
rise in repair costs.

The variations in reactivation costs are shown in the following
Table XT.

Table XI
REACTIVATION COSTS
Average re-
Number of ships Dates activation
costs
Group 1: 14 e July 15,1965—Aug. 18,1965 $455, 127
Group 2: 8_ e Aug. 14,1965—Oct. 22, 1965 424, 300
Group 3: 29_ e Aug. 26,1965—Nov. 21,1965 372, 500
Group 4: 25 e Dec. 7,1965—Feb. 16, 1966 405, 000

These figures cover shipyard activation cost only; other costs such
as outfitting, towing, and husbanding, etc., are not included. Because
of the need for haste in the reactivations, the long time (up to 20 years)
these ships had lain idle, and the emergency nature of their assign-
ments, there were a number of breakdowns and casualties resulting in
additional repair costs.

‘While information on the costs of effecting such repairs was incom-
plete, available records and information did not indicate an abnormal
situation in breakdowns suffered by these reactivated ships as against
the normal operation of a like number of commercially operated ves-
sels. The total downtime experienced by these ships during their
service was approximately 3.1 percent of their total voyage days, a
percentage which is considered well within the averages which can be
expected during normal commercial operation.

The majority of the ships performed remarkably well, considering
their age and long period of layup. One such ship, the Zéinfield Vic-
tory, recelved high praise from her master for her excellent perform-
ance over the first 7 months of her operation after breakout. During
that period, not only did she not experience any delay on account of
mechanical trouble, but regularly averaged 17.5 knots, or thereabouts,
though her rated sea speed is only 16.5 knots.

The Linfield was one of the first ships to be broken out for service
to Southeast Asia, and had previously served during the Korean con-
flict and the closing of the Suez Canal. This service record is typical
of many of the Victory ships in the Vietnam service, which were turn-
ing in a good record in support of the U.S. military effort in Southeast
Asia.
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Other Maintenance and Repair

In connection with operating-differential subsidy for repairs, 105
surveys were made to establish outstanding defects and deficiencies on
ships in subsidized service.

There were 1,019 repair inspections made to verify the necessity for
repairs and their satisfactory completion, drydocking and underwater
work on subsidized ships, and 1,644 repair summaries submitted by
subsidized operators were reviewed to determine eligibility for subsidy
and the fair and reasonable cost for these repairs. Repair costs
totaled $40.5 million, of which $1.05 million was found ineligible for
subsidy.

Approximately 1,570 other surveys, inspections, and repailr cost
estimates were made to assure compliance with various contractual
requirements.

Charters

At the end of the fiscal year, 13 Government-owned ships were under
bareboat charter, a decrease of 10 from last year. These were char-
tered under various provisions of law. Three were war-built ships
chartered for use in Alaskan service (during normal winter layup
these three ships were placed under General Agency Agreement for
MSTS) ; one was the NS Savannah, chartered for commercial opera-
tion to First Atomic Ship Transport, Inc.; five were ships traded in to
the Government for credit toward construction cost of new ships and
used by the former owners to maintain their services until the new
ships were completed; and four had been traded in for Government
ships under the Ship Exchange program and were being employed by
the former owners until the transfer ships were converted and placed
in service.

Vessel Exchanges

Under Public Law 86-575, Maritime exchanged during the year 13
Government-owned for 13 private ships.

Under an amendment (Public Law 89-254) approved October 10,
1965, reserve fleet tankers were made available for exchange for opera-
tion on the Great Lakes, including the St. Lawrence River, or for
conversion into dry cargo carriers or liquid bulk carriers. The vessels
may carry natural gas, but may not be used to haul bulk petroleum
except on the Great Lakes. Twenty-five T2 tankers were made avail-
able for trade out, of which 13 were of the more desirable “Mission”
type, having somewhat higher horsepower. Because there were more
applications for the latter type than there were ships, a special pro-
cedure was established to allocate ships among trades and applicants

The converted tanker ‘‘Pasadena, ex-San Jacinto,’”” was delivered to Trinidad
Corp. by Newport News SB&DD Co.




One of the C2 ships received under the Exchange Program from the reserve
fleet and converted as container ships for Sea-Land-Services; two similar ships
were completed and delivered during fiscal year 1966 to this company.

within trades which the Maritime Administration judged would
achieve the greatest shipping capability and productivity.

The 13 Mission type tankers were allocated to 4 companies. Water-
man Steamship Corp. received three, Hudson Waterways Corp.
seven, Sea-Land Service, Inc. two, and Transwestern Associates, one.
Waterman planned to use the ships as general cargo carriers in for-
eign trade. The others planned to convert them to containerships for
use in domestic services. Contracts were signed for the tradeout of
six Mission type tankers and one standard T2-SE—A1 tanker.

Other ships traded out under the Ship Exchange Act were one
C3 cargo ship, two C2 cargo ships, and three Victorys. In the 6 years
of the Ship Exchange program, Maritime exchanged 66 Government
ships for 70 private war-built ships, and received approximately
$7,355,656 in excess value of the ships going to operators over those
traded in, subject to adjustment when contract work on certain of the
ships is completed.

Shortly before the end of the fiscal year, the Department of Defense
indicated that it would consent to release from priority status the re-
maining 25 C4 troopships from the reserve fleet for allocation under
the Ship Exchange Act. In its terms of release, the Department of
Defense stipulated that any such ships must be converted to types
suitable for military requirements and be made available for charter
to the military. The exact conditions under which the ships were to be
released were under discussion between Maritime and the Military
Sea Transportation Service at the year’s end.

National Defense Reserve Fleet

On June 30, 1966, 1,327 ships were moored in the 8 locations of the
National Defense Reserve Fleet. During the year 35 ships were placed
in the fleets and 292 ships were withdrawn, of which 105 were for
operation in the Southeast Asia effort.

Arrivals and withdrawals are shown in Table XIT.
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Table XII
RESERVE FLEET ARRIVALS AND WITHDRAWALS

Reasons or sources Arrivals Withdrawals

ArmY _ e 1 16
GAA equipmentremoval - _________________________ . 1 1
Exchange program _ _ ___ _ oo 1 14
Redelivery from. GAA contract _ _ ___ _ ___ __ . ___ L _____ 1 -
Redelivery from use agreement______________________________________________ 2 -
MSTS operation___ _ _ _ ______ ___ e 3 5
GAA/MSTS Southeast Asia program.__ ______________________________________ 3 104
Drydocking and bottom inspection__ ________________________________________ 3 4
NaAVY o o 20 22
Scrap (107 Libertys, 19 miscellaneous types) - - ___________________________ - 126

Total __ e 35 292

The number of ships located in each of the eight reserve fleets at the
year’s end is shown in Table XTIT.

Table XIII
SHIPS IN RESERVE FLEETS AS OF JUNE 30, 1966

Fleet Priority Scrap Total

Hudson River, N. Y _ _ _ e 64 163
James River, Va__ _ ________ e 150 152 302
Wilmington, N.C_____________ o ____ - 67 67
Mobile, Ala_ e 114 85 199
Beaumont, Tex_________ oo _____ 109 40 149
Suisun Bay, Calif_ ___ _____ __ 168 73 241
Astoria, Oreg._ _ . _______ e 31 50 81
Olympia, Wash_________________ o ____ 125 - 125

Total - __ e 796 531 1, 327

This total represented a decrease of 734 ships in the past 10 years.
(See Appendix X.)

The number of priority ships decreased from 960 to 796 during the
year. The total number of Liberty ships designated as an Emergency
Reserve, apart from priority ships retained for national defense pur-
poses, was reduced from 388 to 333.

One hundred and two percent of the preservation work scheduled
on the priority ships was completed at the end of the year. No addi-
tional preservation was given to the other ships.

Ship Sales

One hundred eleven Libertys were sold for scrap and/or nontrans-
portation use for a total of $5,319,187. Sale of 797 Libertys from 1958
through 1966 had resulted in a total return to the Government of
$48,403,152.

In addition, 27 non-Liberty surplus ships were sold for scrap and/or
nontransportation use for $2,095,792 during the year. The sales of
143 mnon-Liberty ships from 1958 through 1966 had returned
$10,129,752 to the Government.

The tanker Atlas, a bulk oil carrier built in 1958 with Title XTI aid,

and acquired by the Government in January 1966, through mortgage
foreclosure, was sold in May for $7,701,000.
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Mortgage Sales

Of the 446 ships sold to non-citizens under the Merchant Ship Sales
Act of 1946, for total original mortgages of $229,001,030, at the end
of the fiscal year a cumulative total of $225,858,439 in principal and
$54,956,497 in interest had been collected. During the year, $38,780
in principal and $674 in interest were collected. Included in the total
principal was $379,270, assumed by Banco do Brazil in its agreement
with the Maritime Administration dated June 1, 1965, whereby all
outstanding Brazilian mortgages were transferred to Banco.

Total outstanding mortgages for both United States and foreign
ship sales on June 30, 1966, amounted to $568,621. A total of
$115,355,639 in interest had been collected from the inception of the
program.

Mortgage and interest indebtedness of one Greek ship, against which
formal defaults have been declared, remained delinquent. Additional
interest was accrued. Total due on this contract was $40,136.

Foreign Transfers

Applications for transfer foreign of 61 ships were approved during
the year under Sections 9 and 37 of the Shipping Act of 1916, as
amended, 32 less than in fiscal year 1965. Three applications were
denied. Of the 61, 45 with a total gross tonnage of 309,220 and an
average age of 28.1 years were under U.S. flag when approval was
granted. Approximately 25 percent were sold for scrapping abroad.
(See Chart X.)

Three U.S. flag cargo and/or passenger ships, the Excalibur, Exeter,
and President Monroe, were approved for operation under foreign
flag. In addition to standard foreign transfer conditions, a trading
restriction was imposed on the President Monroe which prevents this
vessel from transporting passengers to or from ports in the United
States, its territories or possessions, for 5 years without Maritime
approval.

Sixteen of the 61 ships were undocumented or registered under for-
eign flag though owned by a U.S. citizen. (See Appendix X1I.)

Charter of U.S.-owned ships to aliens was approved on 23 ships of
1,000 gross tons and over.

To ships previously transferred to foreign ownership and flag, over
which Maritime continued to exercise contractual restrictions,
approval was given for:

1. The transfer to other foreign ownership and flag of 41 ships,
and to U.S. ownership without change in flag of 1 ship.

2. Tfhfe1 sale of 30 ships from one alien to another without change

of flag.

The sale of 17 ships by aliens for scrapping.

The transfer to aliens of stock ownership in four corporations.

T'wo rescissions of scrapping requirements.

Four substitutions of contracting parties.

Three modifications of trading restrictions.

N o o 00
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8. Seven modifications of subordination of mortgage clause.
9. Thirty-four charters to aliens.

10. One approval in principle was given for the transfer of four
Liberian tankers to South Korean ownership, registry and
flag. This transaction had not been formalized at the end of
the fiscal year.

Under the provisions of the Ship Mortgage Act, 1920, as amended,
Maritime approved surrender of the marine documents of 322 U.S.
flag vessels for change of ownership, home port, name, rig, etc.

User charges for filing applications for foreign transfers and sim-
ilar actions amounted to $31,197.

Facilities Management

Real property of the Maritime Administration included at the year’s
end reserve shipyards at Richmond, Calif., and Wilmington, N.C.;
warehouses at Kearny, N.J.; New Orleans, La.; and San Francisco,
Calif.; the U.S. Merchant Marine Academy, Kings Point, Long Is-
land, N.Y.; and Reserve Fleet sites at Tomkins Cove, N.Y.; Lee Hall,
Va.; Wilmington, N.C.; Mobile, Ala.; Beaumont, Tex.; Benicia,
Calif. ; Astoria, Oreg. ; and Olympia, Wash.
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The Hoboken Terminal is under long-term lease to the Port of New
York Authority. The St. Petersburg Training Station was turned
over to the State of Florida for use as an educational institution. Fif-
teen thousand dollars was received in full settlement of the city’s ob-
ligations for items of personal property in its possession at time of
disposition. The property had been leased to the State since 1954.

The Richmond, Calif., warehouse was moved from the Richmond
Reserve Shipyard to Fort Mason, in San Francisco. The General
Services Administration was preparing to negotiate the sale of the
Richmond, Calif., Reserve Shipyard to the City of Richmond.

A fter having been declared surplus to the General Services Admin-
istration, the Norfolk, Va., terminal was offered to various government
agencies, and several indicated an interest in parts of it. However,
the City of Norfolk urgently requested that the whole property be
turned over to it for use as a commercial terminal. The conflicting
requirements of the various Government agencies would have made
it impossible to develop the property as a modern cargo handling
facility. Maritime finally requested GSA to return the Terminal
to it for disposal, and after agreement was worked out between the
City of Norfolk and claimant Government agencies to meet their needs
through offer of other sites, a letter of intent was approved by Mari-
time on June 23, 1966, covering a 3-year lease of the Terminal to the
City. The City took over care and custody of the property on July 1,
1966, pending the satisfactory working out of arrangements for perma-
nent disposition of the property.

Rents from leases of real property to private interests during the
year amounted to $348,438.

Material Control and Disposal

Rental of mobilization reserve machine tools and equipment to
commercial concerns working on defense contracts or in support of
Merchant Marine programs produced a revenue of $339,188.

On July 1, 1965, marine equipment on loan to steamship operators
and (Government agencies was valued at $284,351. New loans of
material valued at $327,852 were made. At the end of the year equip-
ment valued at $593,853 was on loan. User charges collected from
operators for this equipment amounted to $3,517.

Excess personal property having an acquisition value of $6,372,306
was disposed of. This includes property with an acquisition value
of $4,071,488, which was donated or transferred to other Government
agencies. Property having a value of $14,086 was destroyed or aban-
doned, and property with an acquisition value of $2,286,732 was sold
for $354,752.

Warehouse inventories were reduced by $2,200,000 in the past year,
leaving equipment valued at approximately $12 million.
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Charles L. Swicegood accepts the Merchant Marine Meritorious Service Medal
granted posthumously to his father, Leo Medlin, from Representative Rodney M.
Love. Left to right: Charles L. Swicegood; Representative Rodney Love of
Ohio; James J. Martin, National Maritime Union.

A Gallant Ship award was presented to the ‘‘Japan Bear’’, owned by the Pacific
Far East Lines of San Francisco, for the rescue in January 1965 of nine survivors
from the sinking Chinese Nationalist ship ‘‘Grand’’. Sen. Magnuson presented
the award to Capt. Kenneth A. Shannon, who also accepted special awards for
five members of the lifeboat crew and the radio officer for their part in the rescue.
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MANPOWER

Labor Data

Seafaring employment during nonstrike months averaged 50,660
shipboard jobs, compared to the 47,160 figure for last year.

Employment in commercial shipyards with facilities to construct
oceangoing ships 475 by 68 feet, averaged 57,300 production jobs per
month, an average of 3,200 more than that of 1965. The longshore
labor force followed the normal employment pattern of about 70,000
men, although more than 95,000 men were usually available for work.

Labor-Management Relations

Beginning on June 16, 1965, a strike of various seamen’s unions
tied up as many as 227 U.S.-flag merchant ships in the Atlantic and
Gulf coasts. When the strike finally ended on August 30, it was
estimated to have cost $12 million in seamen’s wages alone.

A dispute on manning of automated ships tied up one Lykes Bros.
Steamship Co. ship for 101 days. The line wanted five engineers, the
Marine Engineers Beneficial Association demanded six in accordance
with their new 1965—69 contract. The MEBA demand was met.

The National Maritime Union then insisted on three more unlicensed
men for similar ships. As a result, one additional man was added
to each of the deck, engine, and steward departments. The two awards
resulted in an increase in crew complement on most ships from the
original 36 to 40.

Failure of the lines and unions to reach firm agreements on reduc-
tions in crews for automated ships has hampered the scheduled instal-
lation of automated features on ships already in service.
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On July 18 the Maritime Subsidy Board announced three opinions
involving subsidizable wage scales on subsidized U.S.-flag ships involv-
ing the collective bargaining agreement between the Marine Engineers
Beneficial Association and the American Merchant Marine Institute
and American Maritime Association of July 26, 1963; the National
Maritime Union’s agreement with the AMMI of August 16, 1963 ; and
the Masters, Mates, and Pilots agreement with the Pacific Maritime
Association of October 12, 1961.

In accordance with its responsibilities under the Merchant Marine
Act 1936, the Board is required to reimburse subsidized operators’
wage costs with no more subsidy than would be required to operate
the ships “in the mo<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>