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UNITED STATES MARITIME COMMISSION
WASHINGTON, January 1, 1943

TO THE CONGRESS:

I have the honor to present herewith the report of
the United States Maritime Commission for the year ended
June 30, 1942,

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

v In previous years the annual report of the Commission
has covered a period ending on October 25. This has been
changed in accordance with customary procedure of other
Governmnent agencies to terminate with the fiscal year.
Pursuant to the authorization of Public Law 600 - 76th
Congress, the printing of the report has been discontinued
this year, and the original copy will be maintained in the
records of the Commission.

As the need for additional legislation cannot be ac-
curately forecast during the war period, the Commission 1is
not in a position to submit any specific recommendation for
legislation at this time. Such recommendations will be made
to the Congress if developments make it necessary for the
authority of the Commission to be amplified,

The accompanying report covers the activities of the
Commission and of certain related activities of the War
Shipping Administration in so far as it is necessary to pro-
vide a continuity of action for the period under review.

E. S. Land, Chairman
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INTRODUCTION

The transition of the United States to belligerent status on
December 7, 1941, focused more sharply the attention of all our
citizens on overseas transportation - a key problem in the defeat
of the Axis powers.

While aircraft provides effective assistance, the major movement
of men and material to the fighting fronts is dependent upon the ves-
sels of our merchant marine. Without ships to transport them to a
sphere of action, tanks, planes and guns may make producticn records
but do not destroy the enemy.

Unlike most industries the conversion of shipping and shipbuild-
ing activity to a wartime footing did not await the impact of war
itself. For many months previous the merchant fleet had been engaged
in the importation of strategic materials to stock the arsenal of
Democracy and in the delivery of supnlies to the anti-Axis nations.
The shipyards too had accelerated their construction tempo to keep
pace with the growing demends for more and still more tonnage on the
remaining trade routes of world commerce and for the defense of the
country. With the benefit of this experience over the period prior
to the outbreak of the war, the Commission was in a position te in-
tensify its shipbuilding efforts and to achieve a tightening control
over the utilization of existing tonnage within a pattern already
established and operative.

The true nature of the transportation problem became more

apparent during the first few months when enemy thrusts threatened
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 certain of our lines of communication and deprived us of the sources
of importaﬁt raw materials. Engaged in a perighsgi% war, our ships
were forced to traverse attenuated lines of supply and to utilize ports
and internal communication systems whose facilities were not designed
to cope with the burdens imposed by wartime movements. This strain
upon the merchant marine was accentuated immediately by the .eed for
supplying auxiliary vessels to complement the program for no: a two
but a five-ocean Navy.

The shortage of ships has been described as the botilencck which
must be eliminated in order for our efforts to be successful. The
truth of the statement can only be accepted in the light of nany other
limiting factors which are imposed by a global war. One of Lhe most
important of these is adequate protection for the vessels and the
cargoes which they carry. The far-ranging activities of host.ile craft
present a constant hazard to the movement of vessels along the world
sea lanes. Production without protection leads to destructicn without
delivery. While there has not been and never can be in an absolute
sense sufficient shipping to comply with all military and civilian
requirements, the merchant fleet to date has been adequate tc trans-
port the vital materials presented for loading at seaboard.

The ability of the Commission to proviae the ships reguired
traces back to the ensctment by the Congress of the Merchant Marine
Act, 19356. Under the terms of this legislation the Commissicn was
charged with the responsibility of fostering a merchant marine ade-
quate to serve as an auxiliary in our national defense and to trans-

port a substantial portion of our waterborne commerce. thile the
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latter objective could be attained in part through the operating sub-
sidy program whereby United States operators were paid the difference
in cost of operation between American and foreign-flag vessels, the
needs of national defense could only be met by new types of vessels
and a revival of the merchant shipbuilding industry.

The foresight of the Congress in providing the instrument of pol-
icy whereby the Commission was enabled to lay the groundwork for the
unprecedented volume of present construction has proven of inestimable

value in our conduct of the war.

THE ITERCHANT FIEET

Although the United States had on January 1, 1941, a merchant
fleet of 1150 ocean-geing vessels of 2,000 gross tons and over in size,
aggregating 7,078,309 gross tons (approximately 10,500,000 deadweight
tons) and occupied second position among world maritime nations, this
merchant fleet was insufficient to handle the constantly increasing
burden placed upon it by the withdrawal of the fleets of the nations
engaged in the Euronean war and by our own requirements for import of
strategic and critical materials. The only course of action was to
build new vessels and in the meantime, to divert to essential needs
of the war program all available ships under American control.

The outstanding aspect of the employment of our ocean-going mer-
chant marine in this twelve-month period has been the mobilization of
our available tonnage to meet those most essential war needs.

In pre-war years, the coastwise and intercoastal trades had given

employment to more than one-half of the active ocean-going merchant



_14__
tonnage under the American flag. In the endeavor by the Maritime Com-
mission, and subsequently by the War Shipping Administration, to meet
the need-for additional tonnage on long oversea routes resulting first
from nationsl defense requirements and later, after the United States
became a belligerent, from the war program requirements, vessels were
withdrawn from these domestic trades. First to be depleted was the
intercoastal trade, and thereafter the coastwise services, until by
June 1942 these had been substantially reduced to a relatively small
number of tankers principally engaged in carrying petroleun products
to the Nerth Atlantic Coast, and the cargo vessels fulfilling the
essential service of carrying coal from the Hampton Roads érea to
nerthern coastwise ports.

Another resource of tonnage drawn upon to meet emergency require-
ments pending the large-scale delivery of new ships from the energency
construction program was the utilization of all available fore gn flag
tonnage. This included the tonnage of invaded and Axis countr:oes
immebilized in our ports, which was taken over by the Government, ton-
nage chartered from various United Naticns registries and foreign flag
vessels owned by American companies. By the end of June 1942, approxi-
mately one-sixth of the ocean-geing tonnage under American operation
consisted of vessels of other than American registry.

Serious inroads upon the available merchant marine tonnage were
made in this period by demands of the military branches of the Govern-
ment for additional auxiliaries. These depletions made it necessary
to curtail sharply the tcnnage employed in carriage of civiliar re-

gulrements.
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Up to June 30, 1942, nearly 300 large merchant ships, aggregating
in excess of 3,000,000 deadweight tons, in additicn to many smaller
craft, had been acquired from the Maritime Commission for the Army and
the Navy. Many of these were the new high-speed vessels ceonstructed
under the Maritime Commission's long-range program, some of them having
been acguired from operators who had recently put them in service while
others, still under construction in the shipyards, were converted to
the recuirements of the armed forces.

The delivery of new vessels from the shinyards, however, has
tended to offset these depletions in a greater degree each succeeding
month, with the result that the merchant marine tonnage avallable on
June 30, 1942, closely aporoximated that under American registry in
commercial service at the beginning of 1941.

With the continued rapid increase in production by American shin-
vards in the latter part of 1942 and schedules calling for more than
double that production in 1943, there is every indicaticn that the
American merchant marine will be in a better nosition to meet its
obligations than at any other time since the outbregk of the Furopean
conflict in 1935. While it is hoped that tonnage will be sufficient
to permit a greater movement of commodities affecting the civilian
egconcny, the necessities of the war program would seem to preclude

any immediate relief.

CONSTRUCTION PROGRAM

President Rocsevelt in his annual message to Congress in January
1942 directed that certein objectives in the production of implements

of war be attained during the year 1942. One of these objectives was
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the construction and delivery of £,000,000 tons o3 merchant shipping.
This annmual report covers the activities of the Maritime Comniission
during the fiscal year ending June 30, 1942, but it is the privilege
of the Commission to report that the President's mandate was not only
met but exceeded by the end of the calendar year: 746 ships of
$,090,200 deadweight tons were placed in service by December 31, 1942.
This total does not include a number of vessels built for the military
branches of the Government, nor 500 smsll craft. The compositicn of
this Victory Fleet of 746 vessels is: 542 Liberty ships, 62 tankers,
62 of the Commission's long-range C type, 55 cargo ships for the
British, 5 coastal freighters, 5 ore carriers and 15 vessels of sce-
cial types.

Bvery world record for the construction of merchant ships was
broken during 1942. The only period of shipbuilding activity with
which comparison can be made was during the last World War whan
5,500,0C0 tons were delivered during twelve months. This twelve-
month period, however, was not completed until some time subszaguent
to the termination of hostilities. In June, 1942, the last month of
the fiscal year, American shipyards delivered 66 vessels aggragating
731,900 deadweight tons. The best previous month of steel vessel
production had been September 1919 when the peak of construction in
the First World War was reached 10 months after the signing of the
Armistice. During that month 618,886 deadweight tons were made avail-
able for service.

This record month during the fiscal year was over-shadowed

during the remainder of the year until the climax was reached in
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December 1942 when the rate of production had practically doubled with
the delivery of just short of 1,200,000 deadweight tons.

Expansion of Facilities

The groundwork for the unorecedented expansion of shipbullding
capacity which has pyramided in the past couple of years to a degree
beyond comprehension in time of peace was made ready in the earlier
years of the Commission's existence. A survey of facilities available
in 1937 revealed the existence of but 10 vards with 46 shipways in the
United States capable of building ocean going vessels of LOO feet in
length. Helf of these uays iere cccupied by naval construction.

Tne adoption of 1tac Commission's long range building program in

the latter nar- of 1937 calling for 50 new shirs a year for the next
10 years initiated the rebabilitarion and expansion of the shipbuild-
ing industry. Today :he merchant shipbuilding program utilizes more
than 60 shiovards havine more than 300 ways for lavge vessel consiruc-
tion. This prosram inveived not only the expansion of existing yards,
but to a great exfent the creation of shinways ithere none had existed
before. The Z0 new wards, most of which are engaged in building the
Liberty vessel, »r BC 2 Desiga, were fashioned out of waste lands,
flats and other unused terrsia. The total punber of new shipways,
including those provided for in existing vards, amounted to 243.
They were built almes' entirely under facilities contracts with the
Commission. A deteiied summary of the fecilities program is set
forth in Appendix D to tnis report .

This expansion was based upon the requirements of the nation for

ships, first to implement our defense aid program and later to meet
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our war needs. The time of construction in each of the vards has now
been cut to such an extent that attainment of the new goals which have
been established for merchant ship construction can easily be achieved
with the facilities which exist. The limiting factor is nc longer the
shipway but the allocation of material and equipment to build the ship
itself.

Liberty Ship

The principle factor in the great incresse of producticn was the
Liberty Ship program which was authorized under Public Law ho. 5, ap-
proved February 6, 1941, and subsequently expanded under defense aid
appropriations and national defense appropriations. The Comamission
adopted the Liberty Ship as a type of simplified design for emergency
construction. It was viewed as a mass production assembly project.
Having in mind the congestion caused during the last war by 3 heavy
concentration of shipbuilding in yards such as Hog Island, tie Commnis-
sion spread its 18 new yards along the lengthy coast line of the United
States. These Liberty shipyards aecount for approximately 63% of the
total construction program.

The first group of EC-2 cargo vessels were delivered in December
1941, or less than 10 months after passage of the appropriation au-
thorizing their construction. The average time from keel to deiivery
was 235 days. In June 1942, only 6 months later, 51 of the same type
were delivered with an average construction time of only 122 days.
This average was again cut in half during the following months so that
by November 1942 the average time consumed in all yards from keel lay-

ing to delivery was 55 days. Although some yards have furniched
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spectacular performances in delivering ships in two weeks or less in
order to illustrate the possibilities of extensive prefabrication and
pre-assembly, the Commission takes greater pride in the overall re-
duetion in shipbuilding time which has been achieved by all of the
vards.

There are many factors which make possible the production records
currently being reached and surpassed by the shipyards in the United
States. Of prime importance is the close cooperation of labor and
managenent and the willingness to adopt new methods and new ideas
while pledging themselves to eliminate slowdowns or stoppage of work.
The morale in the yards, consequently, has been excellent and has
played an important role. Some of the new methods employed by the
shipyards which have contributed to the record-breaking performances
are: extensive prefabrication, or the building of large sections of
s ship before they are carried to the shipways; the increased use of
welding instead of riveting, which conserves man power and material
and provides a stronger ship construction in shorter time; and the
adoption of assembly-line methods to the construction of the ship
itself.

The Commission has adopted certain policies with the purpose of
facilitating increased production in the shipyards. The standardiza-
tion of design and elimination of changes, except those which would
permit the greater use of less eritical materials, offers the oppor-
tunity for an interchangeability as betwwen the various yards so that
a proper scheduling of material is facilitated. When temporary ex-

cesses of certain types of steel or eguipment may have accumulated in
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a certain yard, the close control exercised by the Commissicn makes
possible their transfer to other yards which may be lacking just such
material in order to complete & vessel.

This close control arises out of the centralized purchasing sys-
tem established by the Commission. The materials and parts for the
Liverty Ship vessels are manufactured in more than 800 plants located
in 32 states. The flow of this material is guided by the Cowmission
on the basis of the progress reports which it receives from all of
the yards.

Another policy which has contributed a share to the sensational
construction program is the adoption of training systems in coopera-
tion with the various shipyards. More than 90% of the men and women
presently employed have had to be trained for the jobs they now per-
form. Thousands of these workers had never seen a shipyard until they
signed on for employment. Even with the training program, however,
the job could not have been done had the old-time methods of the ship-
building craft been maintained. It was essential that the individual
Job be simplified to ensable each werker to attain the necessery skill
in the shortest possible time.

Standard Vessels Program

Although the Commission's shipbuilding program has centered since
December 1941 in the production cf emergency cargo vessels, the origi-
nal concept of rehabilitating the American merchant marine by intro-
duction of modern, high-speed cargo vessels has not been retarded. In
fact, the 500-ship program, originally destined to be fulfilled within

a 10-year pericd, will have been completed by the end of 1943. Many
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of the dry cargo vessels because of their speed and design, as well as
many of the tankers being constructed by the Commission, have been
made available to the military branches of the Government. The rapid
inerease in construction of these C-Design vessels has been made pos-
sible only by a parallel expansion of the manufacturing facilities for
certain types of equipment, notably turbines, gears and pumps. Ii was
the shortage of the essential propulsive and auxiliary machinery which
made it necessary for the Commission to resort to the Liberty vessels,
as well as the fact that mass production methods could not be appiied
50 successfully to the more ccmplicated C--Design.

Housing and Transvortation of Shipyard Verkers

The creation of shipyards on unused waterfront oroperty with the
conseguent employment of many thousands of workers in areas which in
most cases viere sadly deficient in adequate living cuarters and the
normal services of community 1ife 1mposed a sesvere burden on the lo
cation selected. In ¢ertsin cities the eddition of a new shipyard
could be absorbed within existing facilities of the community. In
others it iras nacessary To provide them from the ground up.

Severe shortages o7 nousing facilities cccurred in sixteen areas
in which the Commission had shioyards. The most acute shortases
arose 1n the communitles vhere the emergency yards were established.
Expanding producticn in certeain of these yvards, bringing the total
payrell up to forty, fifiy and sixty thousand new workers, could not
be met without a large azouns of new housing. The Commission was in-
strumental in arranging for National Housing Agency osrojects to be

set up in these localities, and considerable progress has been made
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during the course of the year. ictual completion for cccupanay has
been made difficult because of the shortage of critvical materials.
The primary objective of the Commission at this time is to oblain
these materials in order that the existing construction may be com-
pleted and made available for the workers' use.

The National Housing Agency has authorized aporoximately one
hundred thousand dwelling units of which about twenty-five percent
are completed; another fifty percent zre under construction zrd are
partially available for occupancy, :hile the remaining birenty-Tive
percent have been authorized buit not yet built In addition the Com-
mission itself has sponsored the comstruction of a iimited number of
dwelling units in areas where housing conditions are acute. A total
of twelve thousand five hundred sixty units have been suthorizad and
are under construction.

Concemitant with the program for the construction of housing
units in areas adjacent to shipyards the Commission has Feen iistru-
mental in the improvement of local transportation to the yards from
nearby cities. Early in 1942 the Commission undertock a surver of
the transportation problem and emphasized the need for furnish.ng
alternative methods of transportation to the asutomebile which tras
found was the major vehicle of communication. The pending shortage
of rubber and curtailment of gascline consumption emphasized the need
for this precauvtionary move.

As a result of its survey variocus types of loesl transvortation
have been established or supplemented. In Portland, Cregon; tre San

Francisco Bay area; Mobile, Alabama; Baltimore; and Fortland, laine
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ferry services have been initiated. In cooperation with existing
railroad services a shuttle train operation has been established at
Vancouver, Washington and Houston, Texas. The extension of existing
electric railway lines at Richmond and Los Angeles, California per-
mitted direct shuttle service to the yards localed in these cities.
As the use of private automobiles for transportation has gradually
been curtailed, it has been necessary to provide additional trans-
portation by bus. Operations of this nature for the transfer of
shipyard workers have been organized at Portland, Cregon; Vancouver,
lwashington; Sausalito and Los Angeles, California; Houston, Texas;
Pascagoula, Mississipsi; Panama City and Tampa, Florida; Brunswick
and Savannah, Georgia; and Jilmington, North Carolina. Extension of
these services or the establishment of similar transportation facili-

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

ORGANIZATION

The membership of +the Commission has undergone several changes
during the past year. John J. Dempsey, whose appointment to the
Varitime Commission was confirmed by the Senate on Novemoer 26, 1940,
resigned on July 7, 1941. The vacancy created by his resignation has
been filled by John M. Carmody, formerly Administrator, Federal Werks
Agency, whose appointment to the Comission was approved by the Presi-
dent on December 11, 1941. Rear Admiral Howard L. Vickery was alected
Vice Chairman of the Commission on Februsry 3, 19.2.

The personnel of the Commission, including those subsequently
transferred to the War Shipping Administration, increased during the

year to 57L3, of which approximately 3,000 are located in the field.
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The major increase during the period took place in the field where it
vas necessary to augment the technical and financial staffs to super-
vise the construction of vessels in 61 shivyards with their rapidiy
expanding programs. A corresponding increase in the operatins staff
provided more effective control of vessel and cargo movements at the
major ports of the United States. A further increase in the f'ield
staff occurred through a decentralization of the shipbuilding super-
visory activities. As the new yards came into production it was found
desirable to establish regional construction offices responsitle for
production in their respective areas. These offices are located in
Oakland, California: New Orleans, Louisiana; Philadelphia, Pernsyl-
vania; and Chicago, Illinois. The aucleus of these office staffs was
formed by transfer of emnloyees from Washington.

Direct comparison with the administrative personnel required to
supervise construction in the First World War is not possible because
of changes in the functions performed by the Government agency respon-
sible for the construction program. The Maritime Commission is now
carrying out many duties with respect to design, olan aporoval and
purchase of material which were not undertaken in the last Worid War
by the Emergency Fleet Corvoration. Despite assumption of these
additional activities, and despite the greatly increased volun: of
construction at the present time, the total administrative personnel
is considerably less than that employed by the Emergency Fleet Corpo-
ration. At the end of 1918 when the earlier program had attzined its
peak there were over 8,000 persons employed by the Emergency F..eet

Corporation as compared with the total of approximately 5500 enployed
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at the present time by the Maritime Commission to supervise a program
delivering new ships at twice the earlier rate.

Under the Executive Order creating the War Shipping Administra-
tion many employees of the Maritime Commission were detailed tempo-
rarily to the War 3hipoing Administration pending their official
transfer. In cooperaticn with the Bureau of the Budget, a division
of functions and versonnel has been evolved. This division had not

been comoleted by the end of the fiscal year.

The two princinal types of legislative activities affecting the
Commission during the course of the year were appropriations and au-
thorizations to finance the construction progran and additional. powers
to cope with defense and war problems of vessel operation during the
energency.

The avpropriations and authorizations of Congress, including
Title I1 of the Second Supplemental National Defense Appropriation
Act, 1942, the Fifth Supplemental National Defense Appropriation Act,
1942, and the Independent Offices Appropriation Act of 1943, furnished
the sinews for construction of vessels and shipyard facilities under
the Merchant Marine Act, 1936, and the First Supplemental National
Defense Aoprooriation Act, 1942. These aspropriations and contract
autherizations zave substance to the successive increases in the con-
struction program directed by the President, which reose from twelve
million deadweight tons for the ensuing two years in December, 1941,

to twenty-four million tons a lew months later.
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A separate additional appropriation of two hundred ten million
doliars was made to increase the marine and war risk insurancs fund to
carry out the provisions of Insurance Sub-title of the Merchait Marine
Act, 1936, and Public Law 101. A broad revision of the war risk in-
surance provision of the Merchant Marine Act, 1936, as amended, was
made by Public Law 523, approved April 11, 1942, and this revi.sion
amplified the authority to provide marine and war risk insurance and
re-insurance by extending the coverage for hulls, cargo, and seamen in
the case of American vessels, and also for foreign flag vessels under
the control of the United States, or engaged in commerce essertial to
the war effort or the domestic economy. Authorization was grented
also to provide insurance at reduced or noncommercial rates irsofar
s such action was regquired in the interests of the war or dorestic
ECONoOmy.

Various emergency enactments, including legislation relating to
idle foreign vessels, purchase or charter of vessels for foreign com—
merce or national defense, ship warranties and oriorities, negotiation
and adjustment of construction and other contracts, war risk insur-
ance, and the determination of construction subsidy differentials,
were extended for the duration of the war and not more than six months
thereafter.

The most important change 1n the authority of the Commission was
brought about by Executive Order 9054, issued February 7, 1942, pur-
suant to the First War Powers Act, 1941, whereby the broad autcrity
of the Maritime Commission with respect to acquisiticn, operation,

maintenance, allocation, centrel, and insurance cf the ccean-going
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fleet was transferred to the War Shipping Administration. This Execu-
tive Order, in effect, split the former activities of the Commission
into two divisions: the major activity of the Maritime Commission
henceforth was the construction of ships, whereas their operation was
delegated to the War Shipping Administration.

Among the many other statutes affecting operation of the Meritime
Commission during this period one which deserves special mention is
that which provides for decorations to be awarded by the Comuissicen to
persons in the American merchant marine who distinguished {hemselves
by outstanding conduct or service in lin- of duty. The importance and
danger of service in the merchant marine, particularly during the
early months of the war, has not perhaps been fully acpreciated. For
many months the officers and seamen on United States flag vessels were,
in fact, the first of our citizens to be engaged on the world batile-
front. Their willingness and readiness to serve under existing con-
ditions is a tribute to their courage and deserves the commendation of

all our citizens.

RULES AND REGULATIONS

Under the general powers granted to the Maritime Commission by
Section 202(h) of the Merchant Merine Act of 1936, as amended, various
rules and regulaticns heave been adoonted from time to time to carry out
the powers, duties, and functions vested in the Commission. These are
issued in the form of General Orders and are pubiished in the Federal
Hegister,

An important series of orders issued by the Commission arose out

of the closer control over waterborne commerce which the Commissicn
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effectuated subsequent to the outbreak of war on December 7, 1941.
These orders established & reduction in the time charter ratss for
both dry cargo and tank vessels in which the Commissicn would concur
in the granting of warrants. As the vrates orovided for adjustment in
compensation in accordance with speed of the vessels, an order was
issued by the Commission setting forth a formula for the detvrmination
of sea speed.

felated to this was the adjustment of freight rates to epproxi-
mate the scale of time charter rates. A princinsal factor in the
determination of freight rates was the oremium psid for war risk
insurance. It was essential, therefore, that the Commission nre-
scribe a basis for valuation of individual vessels for insurcnce
purposes. Under the terms of this order permission was granted to
the owner to carry additional insurance in excess of the valuation
approved by the Commission, provided that such excess was not in-
cluded in the determination of the freicht rate.

The authority of the Maritime Commission to provide nersonnel for
the expanding merchant marine was broadened during Lhe neriod under
review. A comprehensive set of regulations was established by the
Commission covering three phases of the training program, i.e., the
U. 3. Maritime Service, the appointment and training of cadets and
cadet. officers, and the state maritime scademies.

Persons desiring to practice before the Commission are rzguired
to submit applicaticns fully setting forth their experience aad qual-
ifications. Originally an aporoved anplicant was entitled to prac-

tice Yor a two-year period with the privilege of automatic renewal.
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It had been the intention of the Commission to discentinue as of
July 1, 1941, granting of financial aid for the opsration of vessels
over 20 years of age. It developed, hoviever, in certain cases, that
the rapid withdrawal of new vessels for service with the armed forces
left available only old vessels to\maintain service obligations of
operating-differential subsidy agreements. Thus, to the extent that
the war effort permitted coatinuance of any vessels in the cperators!
subsidized lines, the Cormission consented to the naymeni of nominzl
rates of subsidy with resnect to the over-age vessel cperaltions to
maintain the integrity of the ooerating asreements and the s:atutory
benefits Lo the onerstcrs thersundar.

the entire ocean-roing fleet

=y

The subsecuent reguisiticn of use o
has made it desirable to seek from the Congress new legislation per
mitting the suscension of operating agreements for the pericd of the
war. Such areoposed legislation is exemplified in the pending bill,
H. R. 7i05.

Statutory Reserve Funds

There are set forth in Aopendix I cdetailed statements as to the
status on December, 19.1, of the canital reserve and special reserve
funds esteblished by comoznies having operating-differential subsidy
asreements under the provision of Section &07, Merchant Merine Act of

1350, as amended., These statements are based on audited figures ex-

s}

cent where ofnervuise indicated. In instances where they are not
audited they sre subject 1o adjusiment at the time of the annusl ac-

countings for the calendar year 1941 by the Commission's auditors.




It is felt that the detail set forth in Appendix I makes it un-
necessary to provide additional analysis with regard to either the

capital reserve or special reserve funds.

TRAINING PROGRAM

The program for tralning personnel for the wmerchant marine has

necessaril s

been sreally expanded to provide crews for a large number
of new Ships.now under contract which are being delivered i1 increas-
ing larger numbers. The program is conducted under authori:y of Sec-
tion 216 of the Merchant Marine Act, 1936, as amended.

While this report covers the fiscal year ending June 30, 1942,
attention is invited to the fact that certain changes have been ef-
fected in jurisdiction during that year and subsequent therocto.

From July 1, 1941 to March 1, 1942, jurisdiction was with the
United States Maritime Commission. By Executive Order No. 9083 this
was transferred on February 28, 1942 to the United States Coast Guard,
and the training functicns were carried on by the Coast Cuard from
March 1, 1942 to July 11, 1942 when by Executive Qrder No. 9198 the
training functions were transferred to the Administrstor of the War
Shipping Administration. By agreement between the Administrator and
the Commandant of the Coast Guard the complete transfer was not ef-
fected until August 31, 1942 on which date all Coast Guard personnel
was relieved by merchant marine persconnel. The functions heve been
operated since September 1, 1942 by the Administrator of the War
Shipping Administration through a Division of Training estatlished

by him.
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During the year this was changed'to provide that all admissions to
practice would terminate on June 30, 1944, at which time the list of
registrants would be re-examined by the Commission. At present, 567

attorneys and 245 other gualified persons are listed on the register.

CONSTRUCTION-DIFFERENTIAL SUBSIDIES

Acquisition of auxiliaries for the armed forces was substantially
facilitated by availability of vessels constructed under the Commis-
sion's long rangs program for operation in essential trade roures.
From the inception of the Merchant Marine Act, 1936, to June 30, 1642,
the Commission had granted coastruction differential subsidies on 158
new vessels of its long range production program, 36 such grants having
been made in the [iscal year under revisw., At June 30, 1942, 108 of
these vessels were in operation and 50 were nearing comoletion. Of
those the Commnission re acguired 68 for the armed forces, of which
title to four was subsecuently re-acquired by the subsidized opera-
tors. Thus, of the cons*ruction subsidy grants with respect to 156
vessels the net grant of construction differential subsidy applied to
only 90 vessels at the end of the fiscal year. AllL of those remaining
90 vessels under private ownership have been, or will be uocon their
completion, recuisitioned for use in the war effort as directed by
the W.5.A.

The foregoing is illustrative of the wisdom of Congress in enact
ing Title V of the Mercham Marine Act, 1936, authorizing the Commis-
sion to grant aid up to 350 percent of domestic construction cost of
vessels intended to augment the American merchant marine and to assure

their availability to the Government in time of war or national
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emergency. Operators availed themselves of the opportunity to replace
their aging fleets at a cost to them comparable to foreign costs of
‘constructiono The building program was accelerated, Tinanced in nart
by the private cperators and in part by the Government. UWren the ves-
sels are re-acquired as to title by the Government, the operator is
reimbursed his share of the construction cost, depreciated to the date
of transfer to the Government. The service, Army or Navy, accepting
title to the vessel as an auxiliary pays the depreciated domestic con-
struction cost thereof, including reimbursement to the Commission for
its contribution to such cost, i.e., the construction-differential

subsidy, less depreciation for the period the new vessel was operating

on an established trade route.

QPERATING-DIFFERENTIAL SUBSIDY AGREEMENTS

There was no change in the composition of subsidized lines during
the past fiscal year. Emergency conditions preceding and following
the enlrance of the United States into the war, however, seriocusly
disrupted operations on the prescribed essential trade routes for the
maintenance of which cperating-differentisl subsidy has been granted
pursuant to the terms of the twelve agreements in force under the au-
theority of Title VI of the Merchant Marine Act, 1936.

During the several months prior to July 1, 1941, operalions on
most of the essential trade routes, as defined in the operaling-
differential subsidy agreements, produced substantially increased
profits to the contracting cperators. Negotiations for a readjust-
ment of subsidy payments under the provisions of Section 606 of the

Merchant Marine Act, 1936, were conducted and resulted in agreements
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to eliminate subsidy on voyages commenced on or after July 1, 1941,
except as to reduced subsidy on items of crews' wages.

Subsidized operations were curtailed in the latter part of the
previous fiscal year and the curtailment accelerated during the
period under review by the wibthdrawal of vessels from the established
trade routes for purposes of national defense and the war effort. As
against 751 voyages with accrued operating-differential subsidy (in-
cluding inactive periods) amounting to $13,001,301.06 in the fiscal
year to June 30, 1941, there were 423 such voyages with accrusd sub-
sidy of only $4,069,329.37 applicable to the fiscal year 19L2 as set
forth in the following tabulation:

Acerued Operating-Differential Subsidy on Voyages
and Inactive Perionds, July 1, 1941 to June 30, 1942

Number of Accrued

Voyages Subsidy
American Export Lines, Iac. 5, $ 3511,976.54
American !Mail Line, Ltd. 15 228,074 .35
Anerican President Lines, Ltd. 17 927,066.01
American South African Line, Inc. 1% 147,026.50
Grace Line Inc. Lé 369,554,.94
Lykes Bros. Steamshio Co., Inc. 513 65¢,977.L5
Mississioni Shipoing Co., Inc. 23 153,473.16
Moore-McCormack Lines, Inc. 57 L71,945.86
New York and Cuba Meil 3teamship Co. 69 153,900.31
Oceanic Steamship Co. 6 153,109.52
Seas Shinving Co. 17 215,461,646
United States Lines Co. 25 348,722 .67
Total 423 $4,069,329.37

The rapid rate of reduction of subsidy is illustrated by the
following breskdown into cuarterly neriods of the total subsidy ac-

crual as above set forth:
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Accrued Operating-Differential Subsidy on Voyagcs
Completed in Quarterly Pericds July 1, 1941 -
June 30, 1942

Quarterly Perdiod Accrued Subsidy
July 1 - September 30, 1941 $2,392,564.70
October 1 - December 31, 1941 1,046,092.27
January 1 - March 31, 1942 504,247,511
April 1 - June 30, 1942 126,0C4.89
Total @h,069,329.37

Ald to Vessels Over 20 Years of Age

Pursuant to Sectiocn 605(b) of the Merchant Marine Act, 1936. as
amended, there is included in Aopendix F a list of the vessels over
20 years of age for which an operating-differential subsidy 1as been
pald durine the period from July L, 1941 to June 20, 1942. The v»ay-
ment, of subsidy for over-age vessels has been granted by the Commis-—
sion pending their replacement by new construction. For voyages
commenced subsequent to July 1, 1941, payment has been limited to 1
percent of crews' wages.

In the noramal course of events the replacement program would
have been largely comnleted by the intreduction into the service of
the operators of new vessels contracted for pursuant to the Commis-
sion's long-term construction and replacement program. Many of the
old vessels were actually replaced by new vessels which in turn were
withdrawn from their intended service by requirements lncident to the
national defense program and the war effort. In order to ascist the
subsidized operators 1n maintalining the maximum of service regquire-
ments on essential trade routes the Coomission concurred, as an
emergency measure, in the continuatlicn in such services of a number

of old vessels previously scheduled for withdrawal.
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A new merchant fleet consisting of nearly 2,500 vessels is now
under cconstruction by the United States Govermment. This is in ad-
dition to our present merchant fleet. These new ships require a
complement of about 25,000 licensed deck and engineer officers, about
evenly divided, and about 100,000 unlicensed seamen in the deck,
engine, stewards and radio departments. VWhile there are many ex-
perienced seamen now ashore in cother cccupations and while every
effort is being made to induce these men to return to sea. the number
whe can be made available involves so many variable factors that pro-
vision has been made to train encugh new officers and seamen to sup-
ply all needed.

The scope of the War Shipping Administration's program for troin-
ing personnel for our merchant marine, which is conducted by its
Division of Training under the supervision of Capf. Edward Macauley,
Deputy Administrator, is as follows:

Merchant Marine Officer Training

United States Merchant Marine Cadet Corus - There are presently

over 3,000 cadets in training to become officers under the Federal
system. This number will be increased to 5200 by January 1, 1945.

The course covers a period of 16 months, of which the first tio months
of vpreliminary training are given at basic schools at Kings Point, New
York, Pass Christisn, Mississippi, and San Msteo, California; then 6
to & montns on active merchant vessels, dependeant upon voyage time,

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

Merchant Marine Academy at Kings Point. Graduates are qualified to

sit for licenses as Third Mates or Third Assistant Engineers. Cadets
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are alse enrolled as Midshipmen in the Merchant Marine Naval Reserve
for which they must qualify before being appointed as cadets. Ther
receive instruction in Naval Sclence as well as in all maritime sub
Jects and are eligible for appointment as Ensigns in the Merchant
Harine Naval Reserve upon securing their licenses as mercharnt ofiicers
but they remain in an inactive Navy status so long as they cerve on
merchant vessels.

Reguirements for appointment to the United Stetes Mercrant Mopd-
Cadet Corps are as feollows: Unmerried citiszens of the United States.
native born or naturalized for at least ten years; between the z27es of
16 and 23 years with overage allowante of one year for each ysav of
college; high school education or its equivalent; good heslth and good
moral character.

The training ships NENEMOOSHA, SEA LOVE, FELIX RISSENEERG and
EMORY RICE are attoched to the Academy and the NORTH STAR, CNEIDA and
QUEEN OF THre FLEET to the Basic Scheool at Pass Christian, Mississinpi.
A training ship will scon be added to the Basic School at Sa1 Mateo,
California.

ilhile in training the cadets are pald $65 per month by “he Jov-
ernnert oshore and by the ship operators aficat. They are firnished
with uaiforms, textbocks, cuarters, subsistence, and medical and
dental care. VWhile 1n port on merchant vessels, each cadet is ex-
amined by a Cadet Training Instructor and is assigned studies Lo be
carried on al sea under the supervision of the ship's office-s.

Approximately 6000 cadets of the United States Merchant Marine

Cadet Corps are expected to qualify as Merchant Marine Officers in
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the years 1942, 1943 and 1944. They will release officers now serving
as Third Mates and Third Assistant Engineers for raise in grade to

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

grade.

State Maritime Academies - There are five State Maritime Acade-

mies under Federal supervision cperated with Federal aid. They are
as follows: California Maritime Academy, San Francisco, California;
Maine Maritime Academy, Castine, Maine; Massachusetts Maritime Acade-
my, Hyannis, Massachusetts; New York State Maritime Academy, Fort
Schuyler, the Bronx, New York; Pennsylvania Maritime Academy, Phila-
delphia, Pennsylvania.

There are approximately 1000 cadets now enrolled in the five
State Maritime Academies which will graduate approximately 1500
officers in the years 1942, 1943 and 1944.

Requirements for sdmission to the State Maritime Academies are
the same as for the United States Merchant Marine Cadet Corps except
that they may be admitted at the minimum age of 17 years and 8 months.
They receive approximately the same pay and allowances as bhe Federal
cadets and their course of training covers the same period of 16
months but instead of being trained on active merchant vessels they
take an annual training cruise of three months on school ships pro-
vided by the Government. The ships presently assigned for these
cruises are the ALLEGHANY, GOLDEN STATE and KEYSTONE STATE. The
State Maritime Academy cadets are also enrolled as Midshipmen in the
Merchant Marine Naval Reserve in an inactive status, receive training

in Naval Science and are eligible for appointment as Ensigns in the
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Navy when they secure their licenses as Third Mates or Third Assistant
Engineers.

Officers Schools of the United States Maritime Service - The

United States Maritime Service trains officers up from the ~anks, and
new seamen for unlicensed positions in the deck, engine, stewards and
radio departments. The officer schools are located at Fort Trumbull,
New London, Connecticut and at Government Island, Alameda, California.
At these schocls, seamen with at least 14 months' sea service are
given a four months' course tc qualify them to sit for licenses as
Third Mates and Third Assistant Engineers. While in training, they
are rated as Chief Petty Officers, are paid $126 per month and are
furnished with uniforms, textbooks, guarters, subsistence, nedicsl and
dental care and the use of recreationzl facilities. These two schools
have a present capacity of 4200 graduates per annum and this is being
increased to 8000 per annum by Janvary 1, 1943.

fngineer Jfficers from Approved Technical Colleges and with

Machinist Experience - Students of approved technical colleges who

have completed a three years' course and men with three years' expe-
rience in the machinist trade as apprentices, of which 3 morths must
have been spent in the constructicn, installation or repair of marine
engines, are eligible to sit for licenses as Third Assistant Engineers
after completing three months' service in the engine room of a mer-
chant vessel as an unlicensed engineer. J3Such men are eligikle for a
one month’s course at the United 3States Maritime Service Training
Station at Hoffman Island, New York. They must be at least 19 years

old. They are enrolled in the Maritime Service as Chief Machinist's



-29-
Hates and are naid $120 while at the training station. Abcard ship

standard wages are paid.

Refresher Courses - Experienced seamen whose licenses have ex-

iy

pired and who wish to renew them and those who are eligible for raise
in grade are eligible to take refresher courses of from four to six
weeks at the Officers Schools at Fort Trumbull, New London, Connecti-
cut and Government Island, Alameda, California. While at these
schools they are rated as Chief Petty Officers and are paid 126 per
month.

Unlicensed Seamen Training

Deck, Engine, and Steward Personnel - The United States Maritime

Service maintains four shore training stations for apprentice seamen
at Sheepshead Bay, Kew York; Hoffman Island, New York; St. Petersburg,
Florida and Port Hueneme, California. Negotiations are in progress
with the Navy Devartment to remove the station from Port Husneme,
California, to Cataiina Island, California, for the duration of the
war, in order that the Navy Department may use the facilities of Port
Fueneme. The following training ships sre attached to these stations:
AMERICAN SEAMAN, AMERICAN SAILOR, EMPIRE STATZ, Vida, JOSEFPH CONEAD,
TUSTTALA, ALLEGHANY, BERKSHIRE, CITY OF CHATTANCOGA and the new
Liberty ship, AMERICAN iARINER. 16,000 trainees can be accomnodated
at one time by these training units, so that potentially 64,000 men,
less &ttrition, can be graduated each year. They receive a three
months'! course of training in the deck, engine and stewards depart
ments. While in training apprentice sesamen are paid $50 per month

and are furnished with clothing, cuarters, subsistence, medical and
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dental care. HEngine department graduates are eligible for certifi-
cates as oilers, firemen and water—£enderso Deck men are certificated
as ordinary seamen and are eligible to be examined for cert. ficates as
able seamen after serving three months on a merchant vessel. If they
have already had 3 months' experience at sea before enrolling they are
graduated as able seamen. Stewards department graduates are certifi-
cated as cooks, bakers or messmen. Standard established wages are
paid aboard ship.

Radio Opnerators - At Gallups Island, in Boston Harbor, the Mari-

time Service operates a radio school which accommodstes 1,0C0 trainees
at one time. The course is being reduced from ten to six months and
2,000 radio operators can be turned out each year. While in training
enrollees are paid from $50 to $66, depending con previcus training,
and are furnished with uniferms, guarters, subsistence, medi=zal and
dental care, and the use of recreaticral facilities.

Coocks and Bakers - Cooks and bakers are very essential -o the

welfare of seamen. A specialized school to produce them is =stab-
lished at Sheepshead Bay, New York. Cooks and bakers are also trained
at each of the other training stations and on the training ships.
While in training for three months, the enrollees are paid $350 per
month and are furnished with uniforms, cuarters, subsistence, medical
and dental care and recreationzl facilities. Abosrd ship, standard
established wages are paid.

Ldditional Training

The Commission also maintains visual sisnaling schools or mer-

chant marine officers in the ports of New York, Baltimore, New Orleans



-31-
and San Francisco. This training is exceptionally important during
emergency conditions when a great deal of communication cannot be
used. To date, 1488 candidates certificates have been awarded for
proficiency in expert signaling.

Extension or correspondence courses are avalilable to merchant
marine personnel while at sea. These courses are conducted for the
Commission by the Coast Guard Institute at New London, Connecticut,
which holds examinations of the enrollees. To date, 3185 members of
the Maritime Service and 1244 ;dditional seagoing personnel have been

enrolled for these courses.

INSURANCE

The reneal of certain sections of the Neutrality Act on November
17, 1941, made a great change in the insurance activities of the com-
mercial underwriters and of the Maritime Commission because it per-
mitted vessels to proceed into waters where the danger of loss or
damage from war activities was imminent. The Commission realized that
it would undoubtedly be called upon to supply war risk insurance under
the provisions of the Merchant Marine Act of 1936, as amended, and
Public Law No. 101, 77th Congress, spproved June &, 1941, which au-
thorized it to do so whenever it appeared to the Commission that
adequate and satisfactory insurance could not otherwise be obtained
at reasonable rates and upon reasonable terms and conditions. Early
in December, 1941, the Commission created a Wartime Insurance Commit-
tee to set up the organization necessary for supplying insurance.

The large number of foreign flag vessels acquired by the Commis-
sion under provisions of Public Law No. 101 had the status of Govern-

ment owned vessels and on these the Commission was a self-insurer both
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with respect to the vessels themselves and other interests of the
owners or charterers, such as the protection of the crew against loss
of life and personal injury caused by war activities. These vessels
were not insured with commercial underwriters, but in a fev early
cases the lives of the crews were so insured. All of this insurance
was assumed withcout the formality of recording the premiune and set-
ting them up in a special fund.

Many vessels were chartered by the Commission for lend-Lease and
other services on terms which provided that the Commission would sup-
ply and pay for the war risk insurance. A policy was adopted in re-
gard Lo these vessels of permitting the owner to arrange commercial
war risk insurance whenever it appeared that the cost of such iasur
ance was reasonable and not in excess cof the probable cost if the
risks had been assumed by the Commission.

This policy permitted a large amount of insurance to flow through
the regular channels of the commercial markets. However, as condi -
tions changed, costs of such insurance increased rapidly, and it was
decided to have the Commission assume all of these risks. These con-
ditions made it more and more evident that the Commission wiyuld shortly
be called upon to supply war risk insurance.

About January 1, 1942, the Wartime Insurance Committee began to
underwrite war risks on privately owned vessels, but the volume of
business was small. When the War Shipping Administration wis created
in February 1942, the Wartime Insurance Committee became ths Division
of Wartime Insurance of the War Shipping Administration, and all
underwriting under the authority of the 1936 Act, as amended, and

Public Law No. 101 was done by the new organizations. The Maritime
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Commission conbinued to underwrite risks under authority of Section 10
of the 1920 Act until June 30, 1942, but this authority was exercised
in only five or six cases where the commercial markets were not able
to supply insurance in the amount required.

During the past few years the Commission has insured under au-
thority of Section 10, Merchant Marine Act of 1920, as amended, a part
of the protection on many of the vessels which were mortgaged to the
Commission. As the underwriting activities of the Government have
develoned, the Commission has permitted its particivation in many of
these vessels to be transferred tc the commercial markets. The dis-
tribution durins the last five years over the three avallable markets
of the insurance required by the mortgages on these vessels Is shown

in the following tabulation:

Fung American Foreign

rercent Percent Percent
Qct. 25, 193 . . . . 5.2 L46.5 LF.3
Oct. 25, 1939 . 6.1, L6.2 L7k
Oct. 1, 1940% 16.8 50.4L8 32.772
Oct. 1, 19.1 10.52 60.91 28.87
June 50, 1942 6. 56 70.20 23.24

* The fund percentage is unusually high and the
foreign percentage 1s unusualiy low because at the time
three high-velued vessels were insured a large section
of the British market could not be used as it had not
made deposits in this country. If the fund could have
been limited to its usual participation its percentage
would have been 7.1 percent instesd of 16.£ percent.

From the sbove figures 1t will be noted that a larger percentage
of the insurance on Lhese vessels i1s being placed with the Anerican
commercisl underwriters. Their ability to handle this increased par-
ticipation justified the efferts previously made by the Commission to

increase the capacity of the American commercial market so thal it is
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able to handle the business proffered under present world conditions
where steamship owners have shown preference for the security offered
by the American market.

Shipyard Insurance

No insurance has been arranged on the shipyards built by the
Commission or on the vessels constructed in them. However, cn vessels
constructed in private yards, insurance has been arranged to cover
until delivery of the vessels to the Commission. Practically all of
this insurance has been placed in the American market, the foreigman
market being used only where it was necessary to supoplement the capac-
ity of the American market, or where a material saving could be ef-
fected. In certain cases the Commission insured that wart of the risk
in excess of the capacity of the American and Eﬂglish comnercial
markets.

In the emergency shipyards the Commission has been influsntial
in nlacing workmen's compensation, automcbile and other forms of
lisbility insurance. Bvery effort has been made tec heve this insur-
ance arranged on a cost-plus basis whereby the contractors paid to the
insurance carriers (1, an agreed percentage of the premiums to cover
the insurance carriers' fixed charges, overhead, and the taves cherge-
able to each contract, (2) the claims plus the loss expenses ~thich are
fixed at 12 percent of the claims actually paid. The cost cof this
insurance cannot under any circumstances exceed 90 percent of the man-
ual rates as determined by the states 1n which the work is beung done.

This cost-plus insurance plan has been installed in ail of the
emergency shipyards, except those located in a few states where the

law reguires that the insurance be placed with the state funds.



Wartime Insurance

Upen transfer by Executive Order creating the War Shipoing
Administration of the functions, duties, and powers of the Maritime
Commission with respect to marine and war risk insurance, the Wartime
Insurance Committee of the Maritime Commissicn continued to function
under War Shipping Administration Administrative Order No. 1 of Febru-
ary 10, in the administration of insurance activities authorized under
Public Laws Nos. 677, 101, and Section 10 of the Merchant Marine Act,
1936; as amended.

The functions of the Committee since it wes formed on December
19, 1941, consisted substantially ol general sdministration of war
risk undervriting operations of the Commission, and subseguently, the
Administration; collaboration wirth commercial underwriters writing war
risk insurance in co-ordinating insurance provided by them, with the
needs of the shic owners and of the Gevermment under wartime condi-
tions; advising vessel owners whose vessels vwers chartered for Govern-
ment use as to insurance to be placed vith commercial underwriters and
the values to be so insured; reviewing var risx insurance costs sub-
mitted by shiv oimers for frelght rate surcnarzes; advising generally
on matters relating to wer risk insurance including appearances before
Congressional Committees on var risk insurance legislation, negotia-
tions with the Reconstruction Finance Corooration as to scope of war
risk insurance to be orovided by that agency under the War Damage
Insurance Act and consultistions with the Meritime ¥War Emergency Board
on guestions of crew war risk insurance.

The efforts of the Committee were directed largely at first toward

stabllization of market rates for hull war risk insurance. To this
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end, the Commitree maiutained its rates at levels prevail.ng at the
inception of pericds of intensified enemy activiry in any area until
investigation showed that the higher market rates were justified. To
further stabilize hull rates, the Committee reached an wnclerstanding
with commercizl hull underwriters, whereby rates would rerain constant
for all vessel sailings within a given month. Prior to tkis. such
rates were subject to change from day to day without notice, and in-
asmuch as war insurance costs constituted a substantial part of oper—
ating expense, a ship owner could not estimate with any degree of
accuracy voyage exonenses, nor could anticipated costs be datermined
for freight surcharge purposes.

The Committee's rate stabilization efforts diverted a substantial
volune of war risk insurance from the commercia! market to the Covern.
ment.  This shift was inherent uader existing conditions and was not
deemed to be ip conflict with the long standing policy of the Maritime
Commission to develop and foster an American commercial market for the
insurance of marine risks.

The Committee continued to function until the apoointnent, by the
Administrator, of a Director of Wartime Insurance in the office of the
Assigstant Deputy Administrator for Fiscal Affairs on Aoril 7, 1942,
who assumed direction of the insurance activities of the Administra-
tien from bthat date.

The enactment of Public Law 523, approved April 11, 1942,
broadened the basis of the Administration's insurance activities by
authorizing the writing of war risk insurance on a nominal >r cother
rate basis when deemed necessary in the furtherance of the war effort,

or the domestic¢ economy of the United States. Before the eqad of the
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fiscal year, it became apparent that the cargo war risk insurance on
a nominal rate basis would have to be furnished feor imported rau
materials or commodities because of increasing pressure on price
ceilings of such imports and on manufactured gocds requiring substan-
tial quantities of imported raw materizls Consultations in this
connection with the Cffice of Price Administration were in progress
during the last month of the fiscal year and before the close of the
year the Administration was vroviding var risk insurance for setroleun
and petroleun products at nominal or non compenzatory rates.

Because of the heavy liabilities borne br the Var Shipsing Aduin
istration following reguisition of the American merchant marine and
assunption of war risk insurance on vesse.s so reguisitioned, lecis
lation was recommended to the Congress lor an increase in tne wer risk
insurance fund. By Act aporoved June 5, i6i2, the sppropriation for
the fund was increased from forty million to two hundred fifty million.

Insurance Written

Tasurance written by the Maritime Commission, and subsecuently
by the Administration for the period ending with June 30 totaled

wl,029,5L3,016.50 for a total premium of $25,074,973.19. Losses in-

O~

curred during this psriod totaled 5.5,535,29%4.16. These figures
Include insurance written during June on petrclsum products on a
nominsl rate basis in the amount of $10,280,115%.00 for a premiun of
$30,799.90 with losses totaling $1,274L,097.16. These fisures do
not include assumption of war risks with respect to hulls and crevs

of vessels under time charter or recuisition tilune charter to the

Administration. These assumptions totaled $528,£225,/20.00 for which



depocit cremiumns (subjert we readiust men of 230,552,205 .09 was
credited the insurance fund. oossss incurrsd uader fhese assuantions
totaled $57,505,97.. 75 for the reriod ~over d hy +his report .

The Clasas Sectlion of the Diviscion of Insurance, U, $. Maritime
Commission “ias reorganized and estabiished “n Ne York on aulhorisa
tion of the Adminis*rator durins March, 9.2, o facilitat: the seh-
tlement of a | claims arising undef ir surance writven and -~isks
assumed by the Administration  This Section is now a vart of the War
Shivning Administration organizsticn and is inder the direction and
supervision ci the Director of Jartime Insurarc To further expedits
the geft emeni o the .arge vo'use o hul  and carpgc claims, fhe Ad
minisTrator a sc aurhorized and aporovsd aoreorents negoticfed with
commercizl underwriters for the roualine examina+rion of suer clainms
and submission o “he Claims Cffice 1n Ne York of recommerdations as
T settlement

Federai Shio Morrsage Insnrance

N

During the Ziscal year -uiy 1, 1Y .., imoush une 30, 19.2, three
applicat .ons in ~he total amount of 555,000 were submitted te the
Commissior. for comml-ments to insurs oreferred ship mor®gagss on new
vessels o be constructed under the nrovisions of Title XTI ofF the
Uerchant Marine Act, 19306, as amended  Twe of said anplications, for
$L00,000 and $.00.000, respective y, e approved during tie oneriod
and commitnerts issued; the vhird, for 50%,000, was pendins at the
ead of the Tisca year and subsegu-r  y annroved.

The agzreza e of commi*menvs to insuce and con racts ol insur-

ance issusd tfrom the enactment of ™ ¢ KT ro une 20, 1942, amowds
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to $3,190,000. Of this amount, eliminations to the extent of
$2,353,000 resulted from the cancellation, modification or lapsing of
three commitménts, including, during the [fiscal year, the lapsing of
one commitment for $2,100,000 when the vessel, in connection with
which the commitment was issued, was, vpon completion, acquired by
the Navy in the interest of national defense. A furfher commitment
in the amount of $400,000 was modified by reduction of $188,000 when
exigencies of national defense required curtailment of the construc-
tion contemnlated when the commitment was issued.

Payments in reduction of ou*standing insured mortgages have been
effected in the total amount of $20€,063.2., including $90,000.40
during the fiscal year.

As at June 30, 1942, the Commission's outsianding contingent
liability with respect to commitments to insure and contracls of
insurance in force anounws tc $5,628,116.76. Of this amount a com-
mitment of 212,000 is in respect to vessels under construction; the
balance of £5,.16,116.76 is under definitlve contracts of insurance
covering vessels in overation.

Federz! Shic Mertegage Insurance Fund Debentures

No Federal Shio Mortgage Insurance Fund debentures have been
issued, nor has any default occurred under the insured mortgages.

As at June 30, 1942, the maximum anount of debentures contin-
rently issusble is reoresented by the net amount of $5,628,116.76 of
commitments *o insure and contracts of insurance outstanding. Of
such amount $5,316,116.76 represents the fotal of contingently is

suable debentures at the approved interest rate of 2-3,'I, percent,
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with exemption from all taxation (except surtaxes, estate, inheritance
and gift taxes) which may be imposed by the United States, by any ter-
ritory, dependency or possession therecf, or by any state, county,
municipality or local taxing authority. $312,000 represents the amount
of outstanding commitments to insure issued subsequent to February 22,
1941, with respect to which, under the Public Debt Act of 1941, de
beatures, if required to be issued, will be subject to Federal taxes.
The rate of interest on such medified debentures has been tentatively
fixed at 2 3/L vercent, subject to the apvroval of such rate by the
Secretary of the Treasury.

Federal Ship Mortgage Insurance Fund

The balance in the Federa Ship Mortgage Insurance Func ss atl
June 30, 942, amcunts to $535,503.40, an increase of $7,24% .40 since
October 1, t94Ll, when the last repor* was made to the Congress. How
ever, during the fiscat! year July 1, 194 , ito June 30, 1942, "he in
crease in the Fund amounted to $15,068.71, represented by the deposit
with the United States Treasury of collections made by the Commission
of $7,950 f-r charges authorized by Section 1J04 {d) of the Act and

$7,118.71 for premiums under Section 1104 (c).

LITIGATION AND CLAIMS

Investigation of all claims by and against the Commission 1s han
dled by the Office of the General Counse.. Conduct cf the iitigation
of all cases is handled by that office, subject to supervision by the
Attorney General of the United Stares.

During the fiscal year cévered by this repori 8L cases of the

Maritime Commission, involving $7,147,557.23, were litigatec and
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closed, the total amount paid being $76,4,18.79 and the amount received
$52,371.62.

There were 164 cases involving $29,912,222.63 on the docket on
July 1, 1941. Added during the fiscal year were 56 cases involving
$3,456,26L.58 and there were 132 cases involving $26,220,929.9¢ pend-
ing on June 30, 1942.

Cases in litigation for other Government departments showed the
following status:

On the docket July 1, 1941, were 46 involving $863,835.46; added
during the year were 15 invelving $763,582.11. There were 14 cases
involving $239,335.07 closed with $35,551.95 vaid and $1,597.45 re-
ceived in settlement. On June 50, 1942, there were 47 cases involving
$1,35%,080.50 pending on the docket.

Clains pending but not in litigation for the Maritime Commission
on July 1, 19.2, numbered 25 involving £20,£13,164.41. During the
year 65 were added involving $292,95C.78 and 13 involving $6,017.99
were closed on which 2375.50 was paid and $3,48L.45 was received.
Eight cases amounting to $79,927,464.07 involving foreign governments
have been dropped from the report because they are to be handled
through diplomatic channels. Claims pending on June 30, 1942, to-
taled 72, involving $1,172,6/,1.13.

Claims affecting other Government departments but handled by the
Commission's General Counsel totaled 20, involving $24,576.35 on July
1, 1G41. Twelve amounting to $110,015.16 were added during the year
and five involving $109,636.16 were closed with payment of $750.

Claims pending on June 30, 1942, totaled 27, involving $24,955.35.
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REGULATORY FUNCTIONS

The Commission, during this fiscal year, exerted a more intensive
and effective control of freight rates than that exerted last year in
order to prevent a recurrence of the spiraling of freight retes which
occurred in the last war. As indicated by last year's Annusl Revort,
it was hoped that the desired result could be achieved by tle volun-
tary action of the carriers. While the great majority of ccnferences
and carriers showed a willingness to comply, their efforts were nulli
fied by the few who endeavored to take full advantage of the situation.

It alsc developed that even those carriers which were trying to
be cooperative were handicapped and embarrassed by the activities of
owners who were chartering thelr ships to others and who wers not
subject to any statutory contrel as tc the level of the charter rates.
Because of the interdependence beiween charter and berth ratzs, it is
przctically impoessible to control the level of one without a contrel
of the level of the other. Tc meet the situation, the Congrasss wvassed
the Ship Warrants Act which became effective July 14, 1941. This Act
not only gave a measure of control over charter rates but also
strengthened the Commission's control over berth rates. The passage
cf this Act and the adopticn of the rules and regulations imylement-
ing the Act required a very wide extension of the tariff schedules
previously con file with the Commission and a more extensive analysis
and supervision of those schedules than had previously been rrequired.

The energies of the Sections cf the Division of Regulatilon were

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

Three major investigstions were made during the course ol the

~

year. In Practices, etc., of San Francisco Bay Area Terminals, 2

U.S.M.C. 588, the Commission, among other findings, reaffirmed its
jurisdiction cver State and municivally owned terminals, reduced free
time periods and prescribed, as a reasonable practice, generally
higher rate levels as minima for vwharf demurrage and storage based
on the cost of the service as shown by the record. Respondents were
ordersd to file their tariffs with the Commission. The State cof
California and other vetitioners brought suit to enjoin the Commis-
sion's order in the District Court of the United States for *he
Norihern District of California, 3cuthern Division. (Cases No.
22000-R, 22002 L).

Tn Alaskan Rates et &l., 2 U.S.M.C. 552, the general investiga-

tion of the rate structures, including proposed lncreases, of car-
riers operating in the Alaskan trade ias comnleted. Uith few
exceptions, the rates were found not unreasonable as a whole, based
on the fair-value test. Specizl rates to large shippers and certain
unjustified rate increases were condemned, unfiled tariffs covering
services to irregular ports were ordered filed, and Alaska Steamship
Company was admonished to cancel joint rail and water rates with
Alasks Roilroad and file water proportional rates with the Commission.
These csses were reonensd, 2 U.3.M.C. 639, not only to bring the rec-
ord down to date, but to defermine whether a surcharge of L5 percent
was needed to cover additional war costs of operation. The basic
rate structures of Alaska Steamship Company and Northland Transporta-

tion Company were found to be unreasonable; special rates to large
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shippers were condemned; the surcharge was found unreasonabl:z to the
extent it exceeded 20 percent on rates to and from Soulheast=rn
Alaska, but not unreasonable on other traffic.
Surcharges were determined by formal hearing in four otier

trades. (See Jurcharge Matson Navigation Co., 2 U.S.M.C. ©22;

Surcharge - U. 5., Haiti and Mexico Services, 2 U.S.M.C. 625; and

Surcharge Coastwise Bulk Ccal Rates, unreported.) The surcharges

were fixed to reflect the extra cost of war risk insurance, war visk
crew bonus and cost resulting from increased length of voyage. The
carriers were required to nresent detsiled evidence to support their
clailm for surcharges. Insofar as possible, the basic peacelime rate
levels were preserved, and the percentage increases, showing actual
increased war costs, may be adjusted as such costs rise or fell. On
February 7, 1942, by order of the President, the function of fixing
surcharges, among others, was transferred to the War Shipping Admin-
istratien.

New and ncvel questions were presented in the following cases:

In 5chafer v Encinal Terminals, 2 U.8.M.C. 530, it was found

that respondent's use ol its terminal facilities in its railroad ool
car business was not prejudicial or discriminatory against other cargo.

In Long Beach Lumber Co., Inc. v. Consolidated Lumber Co., 2 J.5.M.C,

611, the Commission held that complainant failed to sustain his alle-
gation that defendant terminal's employees refused to accord delivery
of lumber to complainant who was being picketed by laber uniocas. In

American Union Transnort, Inc. v. "Italia" Socleta Anonima Di

Navigazione, 2 U.3.M.C. 553, the Commission decided that duties of
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defendant carrier, under regulatory provisions of the Shipping Act,
1916, were not owed to complainant, a broker seeking reparaticn for
brokerage and injury to iis reputation as a broker, because of car-
rier's refusal to book shipments, upon complainant's request.

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

Shipping Act, 1916, in the San Francisco Bay Terminel case menticned

sbove. The company knowingly received, without shippers' consent,
informstisn concerning the btilling of shipments which may have been
used to the detrimsnt of such shippers.

Scredules containing increased rates were susvended in four

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

to Atlantic and Gulf Ports, 2 U.S5.M.C. 620, and Terminal Rates at

Seattle, 2 U.3.M.C. 650, the prcposed increases were found not unlaw-

=8

ful. Bu7 ia Lomper Rates - Atlantic and Gulf Ports to Puerto Rico, 2

U.5.4.C. 43¢, vha increases vere found not justified without preju-

dice t¢ establishment of a oroper surcharge. Alasks Rates et al.,

sunra.

1r Rates, Cnarges and Practices of L. & A, Garcia and Co., =2

U.5.M.C. ol®, *he respondent, in not filing its rates, was found to

have violated the rules prescribed in Section 19 Investigation, 1935,

1 U.5.5.B.B. L70. Alsc, by "brokerage" payments to shippers and by
otherwise reducing freizht rates, respondent was found to have vio-
lared Sections 16 and 17 of the Shipping Act, 1916. These violations
viere cervifiad t> the Department of Justice for prosecution.

One formal complaint was filed and 11 investigations instituted

upon the Commission's own motion, in addition to the & cases pending
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on June 30, 1941l. Sixteen hearings were conducted and three »roposed
reports were issued. One oral argument was had. Thirteen final re-
ports were issued, disposing of 17 cases. A complete list of cases
decided, together-with abstract of opinion, is shown in Appeniix G.
Four formal cases were pending on June 20, 1942. Four petitisns were
acted upon.

Special Docket

Two cases were disposed of under the special docket.

(A comprehensive index digest was prepared for Volume 1 of the
regulatory decisions of the Commission and predecessor bodies. This
book, containing reports issued beiween Nevember 14, 1919, and Novem-
ber 23, 1938, will soon be ready for distribution by the Government
Printing Cffice.)

Special Investigations

Speecial investigations, both in the field and by correspondence,
were conducted in 10 cases. Two of these, involving speculation in
steamship space and failure to file tariffs, resulted in formal in—
vestigations now pending. One resulted in the conviction and assess-
ment of a fine against defendant in Federal Court for false billing
in viclation of Section 16 of the Shipping Act, 1916. Seven special
investigations were instituted, eight were closed, and two are pending.

Interstate Filings

The jurisdiction of the Commission with respect to carriers by~
water engaged in interstate commerce is exercised for the mosl. part
over those carriers which are engaged in transportation between the
continental ports of the United States and ports in the possessions

and Territories of the United States, including Alaska, and between
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ports in those Territories and possessions. Carriers engaged in this
traffic are reouired by law to file their actual rates and are for-
bidden to make changes therein on less than 30 days' notice, unless
the Maritime Commission gives special permission for shorter notice.
In view of the fact that, after the entrance of the United States
into the war, the ships engaged in this traffic were takea over and
run for the account of the United States, numerous guestlons arose as
to the application of these filing recuirements to circumstances. The
Commission adopted the policy, which was later also adopted by rthe War
Shipping Administration, that the requirements of the law should be
met srith the same care as though the carriers were private individuals.
The zgentz for the War Shioping Administrastion, thererore, are con-
tinuing their filings of rate schedules pursuant to the requirenents
of the Act and the ¥ar Shiooning Administration is concurring therein.

During the veriod 491 tariff schedules containing the actual
rates charged were received for filing. After examination, one was
rejected for Failure to comply with the notice requivements of the
law, and 73 letters were written to carrisrs relating to errcrs in
the schedules. 145 letters uvere written concerning tariff filings
and cireulars executed b carriers covering their operations. Under
authority granted by the 3hipping Act, 1916, and the Intercoastal
Snipoing Act, 1933, as amsnded, 5! special permission applications
reguesting the Comnission tc make changes in rates on less than statu-
tory notice, or to modify the tariff recuirements, were reteived; 4%

were granted and 3 were filed without action.



L8

Seven rate adjustments proposed by comnon carriers were grutested
by shippers or other interested parties. The Commission suspended the
proposed changes in four of these cases in order to investigate the
lawfulness thereof. The other three were filed without action because
of subseguent withdrawal of the protests.

A total of 97 frelght and passenger tariffs filed by 39 carriers
of their agents, covering operations between ports in the Unitzsd
Slates and its Territories and possessions, remain under this juris-
diction.

The revision of the Commission's Tariff Circulsr No. 1, contain-
ing rules and regulations governing the publication, vosting aid
filing of tariff schedules of water carriers operating between United
States ports and Territories and nossessicons, is nearly comple:ed.

War Surcharges

Subsequent tc December 7, 1941, the Commission recognized that
Fhe war was imposing unusual and.excepticnal expenses, such as longer
routings, delays, hull war risk insurance, insurances of crews and
their effects, and crews'! bonuses, upon carriers and over which they
had no control. These expenses would vary iln amount according to the
particular trade involved. It was felt that these expenses conld
best be reflected in the form of surcharges, represented by specific
percentages of the rates, to be superimposed thereon, rather than to
increase the basic rates as such. This procedure would maintacn
fairly steady basic rates whereas the surcharges could fluctuaie to
meet changing situations caused by the war. The surcharges whi.ch

have been authorized are listed in Appendix G-1 to this report
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This surcharge procedure was also followed with respect to the
carriers serving United States possessions and Territories. When the
ships engaged in these interstate trades, however, were taken over by
and operated for the account of the United States the War Shipping
Administration, which had the jurisdiction over the operation of the
ships, established uniform surcharges of 25 percent in all of these
of f-shore interstate trades except to Southeastern Alaska where the
surcharge was retained at 20 percent.

Agreements Filed under Section 15, Shipoing Act, 1916

By Section 15 of the Shipping Act, 1916, carriers participating
in agreements o control competition are exempted from the provisions
of the Anti-trust Acts if their agreements have besen approved by the
Commission. This mechanism has proven to be most helpful during war-
time conditions when it has been necessary to exercise & full measure
of control over carriers by water, particularly those engaged in for-
eign commerce. Since the conclusion of the last war, many cperators,
as well as shippers, have recognized the advantages derived from the
conference system, and even though the exigencies of the war have
placed the area served by certain conferences under enemy control,
these confersnces have maintained their organizations in skeleton
form after eliminating the alien memberships. The Commission has
utilized the conference organizations to study and report on specific
rate guestions, to analyze complaints and to publish and file tariff
schedules pursuant to orders of the Commission or the War Shipping
Administration. The rate schedules built up as a result of rate

experience have furnished valuable data to be used in the Commission's
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determinations of proper maximum rate levels. By reason of the close
association of the conferences with their individual members, they
have provided a ready source of pertinent information with raspect to
operating costs, tonnage movements and practices and conditions pre-
vailing in foreign ports, all of which are pertinent to determining
rates at a proper level.

Upon the entrance of the United States into the war, the Commis-
sion acted promptly tc effect the elimination of the nations. s and
their agents or representatives of any country at war with the United
States from membership or participation in Section 15 agreements. The
Commission's order dated December 11, 1941, resulted in terminating
the participation of Axis carriers in 62 agreements and in tle can-
cellation of 104 transshipment and other Section 15 agreements.

During the fiscal year 254 agreements, modifications and cancel-
lations have been acted upon. As of June 30, 1942, 565 effective
agreements were on file with the Commission, including 125 conference
agreements, 20 pooling agreements and 10 agreements covering terminal
rates and practices.

Terminal Operators

Section 1 of the Shipping Act, 1916, provides that the tarm
"other perscons subject fo this act! means any person not inclided in
the term "common carrier by water" carrying on the business of for-
warding or furnishing wharfage, dock, warehouse, or other terminal
facilities 1n connecticn with a common carrier by water, and such
"other persons" are subject to the filing requirements of Sec.ion 15

of that act. Since terminal operators are a necessary adjuncil to
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overseas transportarion, the practices of on have their effect on
the practices of the other, and the regulation of terminal operators
is necessary if carrisrs by water are to be regulated.

Terminal overators have acquired a better understanding of the
regulatory provisions of the Shipping Act as a result of the Commis

sion's formal investigations and reports in Docket 418 {In the Matter

of Services, etc. of Carriers Fngaged in the Fastbound Transportation

of Lumber, 2 U.S.M.C. 143}, Dorket 481 (In the Marter of Wharfage

Charges and Practices at Boston, Mass., 2 U.5.M.C. 24 5) and Docket 555

o

(Practices, ehc., of Ssn Francisco Bay Area Terminals, 2 U.S.M.C. 588).

Docket 555 is discuss-d atl grszater length <lsewhere in this repor®
under the heading of “Formal Docket." These decisions have gone far
o outline rhe extenrt of the Commission's jurisdiction and itz suthor
ity 1o regulate *=ruinal charg-s and practices.

During the year s rumter of erminal cierators entered into Sec
tion 15 agresments for -he ourucse of eliminatineg destructive compe-
titicn and unfair rractices  Thes= have benefited bntlh carriers and
shippers by the svabilizztion of terminal rates and charges. The
parties to such agreements have filed tariffs covering free time and
rates and charges for sTorage, wnarfage, dockage, handling and re-
lated services. Durin: ine seriod 368 terminal tariffs were received
fer filing.

Foreign Rates and Surchargss

Subsequent to the passage of the above mentioned Ship Warrants

Aet, and effective August ., 194, the Commission prescribed a scale

of maximum charter rates Tor {United States and foreign flag dry carge
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vessels, ranging from $4.50 per deadweight ton per month up =o §$6.05,
depending upcon the size of the vessel. This seale did not apply to
passenger liners, car ferries, sea-trains, refrigerator vessels,
tankers or vessels under 2,500 tons deadweight. Owners and operators
of vessels were requested to adjust their berth rates and other
freighting arrangements to this charter scale plus additional reason-
able allowances for such items as manasgement overhead and prcfit and
loss risks.

COn August 22, 1941, the Commission prescribed a scale of maximum
charter rates, ranging from $.50 per deadweight ton per month to
$6.50 on tankers of varying sizes.

On September 24, 1941, the Commission issued a further order fix-
ing maximum charter rates for dry cargo vessels under 2500 toas.

On January 20, 1942, the Commission reduced the ievel of the
above- named charter rates for both dry cargo vessels and tanksrs.
Simultaneously it ordered an adjustment of all freight rates to the
level in effect in the respective freight areas on September L, 1940,
unless some specific freight rate had been authorized since tiat date
by the Commission or other public rate regulatory authority. The
Commission at the same time advised that it would authorize the appli-
cation of surcharges based upon percentages of the September ., 1940,
rates if and te the extent the steamship lines were able to show that
these surcharges were necessary toc cover increases since September 1,
1940, in war risk insurance items, crew bonuses, voyage himes, and

other operating expenses not assumed by an owner under time charter.
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Bate adjustments under the foregoing directives were handled by
the Commission until the War Shipping Administration was established
by Executive Order dated February 7, 1942. A statement of the various
actions taken by the Commission with respect to maximum freight rates
and surcharges pursuant to these directives is appended as Appendix
G-1.

The Maritime Commission, in the exercise of i%is regulatory func-
tions under the Shipning Acts, has acquired an extensive file of rate
schedules covering a period of many years. To assist the War Shipping
Administration, as well as to avoid & break in these continuing rate
files, arrsngements have been worked out with the War Shipping Admin-
istration whereby the Maritime Commission will continue to be the
officisl rencsitory of all rate schedules, including those reguired
to be filed pursuant to the Ship Warrants system. In many instances
the necessity of making separate filings with both the War Shipping
Administration and the Maritime Comnission has thus been avoided.
Under this arrangement the Commission reviews ship warrant applica-
ticns and ovtains from the carrier applicant's rate schedules con-
forming to the War Snipping Administration's maximum rate limitations.
If these schedules do not conform to all reguirements, the matter is
taken up with the carriers and revisions of schedules are obtalned;
the War Shipning administration is notified of the results so that
ship warrants may be withdrawn or withheld if necessary.

The analysis of freight tariffs and traffic oractices in connec-
tion therewitnh has continued and has led to the correction and adjust-

ment of a number of individual rate matters in the public interest.
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Substantial assistance has also been given the Beard of Feononic
Warfare, War Production Board and other war agencies in variois rate
matters, and steadily lncreasing use has been made of the lacilities
of the Commission in the dissemination of rate data and informaticn
to other agencies of the Government.
During the year the following rate filings were made:

Schedules of freight rates filed pursuant

te order in Docket No. 126 . . . . . . . . . . 4,450
Schedules of freight rates filed pursuant
to order in Docket No. 507 . . . .« . .+ .+ . . . 33
Other schedules of freight rates filed . . . . . 1,343
Total « . = & o v o o 0 v e e e ... 6,026

TRANSFER OF VESSEL REGISTRY AND SALES TO ALIENS

During the pericd covered by this report two factors affected
materially the sale of American owned vessels and their transfer to
foreign registry. The repeal of the Neutrality Act obviated the
necessity for many such transfers and the involvement of the lUnited
States in war in December brought the entire American merchant marine
into United Netions war service without the necessity of change of
registry.

The American laid-up fleet had besn disposed of prior to this
period so that the only vessels available for transfer to aliens
would have to be withdrawn from essential domestic service. This
was deemed inexpedient by the Commission under the circumstances

with the result that few transfers were made after December.
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The tabulations appended herewith cover in detail all phases of
the transactions which require the appreval of the Commission under
Section 9 of the Shipping Act of 1916 and Section 37 of the same Act
during the emergency declared to exist by the President in his procla-

mation of May 27, 1941.

Type, number, gross tonnage, average age of vessels approved by the
Maritime Commission for transfer to alien ownership and/or registry
and flag under Sections 9 and 37 of the Shipsing Act, 1916, as
amended, July 1, 1941 through June 30, 19.2.

Gross Average
No. Tonnage  Aze (years)
1. Sziling Vessels, Schooners g 6,545 8.7
2. Tugs and Barges L2 18,680 16.2
3. Pleasure Vessels, Yachts, estc. 24 2,416 19.2
(a) lMotorboats (Undocumented of less
than 5 net tons) 154 643 L.6
t. Tankers 16 24,840 20.6
5. Commercial Vessels under 1,00C gross
tons (fishing vessels, motorboats, etc.) 17 4,331 25.8
6. Commercial Vessels over 1,000 gross
tons (carge, combination cargo
passenger)
(a) Subsidized (Proceeds reserved - - -
(b) Non-Subsidized (for new constr. - -
{c) Non-Subsidized 31 138,692 26.6
(d) U.3.M.C. Vessels - -
Total 277 256,177 13.9
Redocumented under U. S. Laws 2 7,319
Sale and/or Transfer not consummated & 21,093
Commercisl Vessels over 1,000 gross
tons. 3Subject to regquisition under
Section $02 M.M. Act, 1936 16 75,702

Mortgage to Alien: ORBI3 (ex SAVANNAY) 5,200 gross tons; Mortgager -
Orbis Steamshiv Corporation, New York, H. Y.; Mortgagee  Ioburn
Trading Cornoration, alien contrelled domestic corporation, New York,

N. Y.
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Nationality, number and tonnage of vessels approved by the Maritime
Commission for transfer to alien cwnershiv and/or registry and flag
pursuant to Sections 9 and 37 of the Shipping Act, 1916, as amended,
July i, 194) throueh June 30, 1942.

Number of Vessels Total Gross Tonnage

Argentine 2 17,295
Bahamaian 1 51
Brazilian 7 35
British 13 2,066
Canadian 27 14,459
Chilean 4L 278
Costa Rican 1 -5
Cuban 11 1,223
Dominican 1 z80
Ecuadoran 8 02
French 2 17
Haitvian 1 27
Honduran 9 12,656
irish 2 11,209
Mexican 30 2,105
Newfoundiand 7 12,797
Panamalisn 36 132,485
Peruvian 10 1,836
Philippine 1 2,294
Salvadoran 1 5
Spanish 2 145
Swiss 1 Th
Venezuelan 4 399

181 213,596
Sale Alien Only _96 42,531

ézz 256,177
Mortgage to an Alien 1 5,200

Additional approvals granted pursuant to Section 37 of the Shipping
Act, 1916, as amended, for delivery by builders of vessels coastructed
for alien account and departures from a United States port, Jily 1,
194) throush June 30, 1842,

Nationality
Gross alien purchaser
No. Tonnage and/or contractor
Commercial Vessels over
1,000 Gross Tons L3 300,300 British
Total 43 300,300
Commercial Vessels under
1,000 Gross Tons 9 179 Bolivian
3 29 British
1 5 Ecuadeorzan
iz 276 Netherlands
2 10 Newfouniland
1 5 Venezuelan
Total 28 504,
GRAND TOTAL as 300,804
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During the fiscal year ended June 30, 1942, there were 204 ap-
provals by'the—Maritime Commission of the surrender of marine docu-~
ments, pursuant to section 30, subsection O (a), Merchant Msrine Act,
1920. During this same fiscal year 11 certificates were issued by
the Commission, granting approvals required by section 30, subsection
B-L4, Merchant Marine Act, 1920. These are largely routine proceedings
intended for the preservation of an accurate record of each documented

vessel.

GOVERNMENT-OWNED VESSELS

The War Shipping Administration under the authority of section
902 of the Merchant Marine Act, 1936, as amended, which was trans-
Terred to it from the Maritime Commission by Executive Qrder, has
requisitioned either for use or title virtually all ships under
American Tlag or ownership. These vessels are operated in most cases
by their former owner in thes status cf an agent of the Government.
The new vessels constructed by the Maritime Commissicn are likewise
transferred to the War Shipping Administration for operation during
the war. Under present conditions, therefore, virtually all of the
vessels of the American merchant marine engaged in overseas transpor-
tation are under the control, if not the cwnership, of the United
States Government. The disposition of these vessels cannot be re-
ported at this time due to obvious military restrictions.

Reserve Fleet

During the veriod under review, the last 20 vessels in the Re-

serve Fleet were withdrawn from lay-up, repaired and placed in service

by the Maritime Commission. The laid-up fleet surviving from the
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First VWorld Var is, therefore, now closed out, but a skeleton force
is retained at one site, Lee Hall, Virginia, for the purpose of per-
forming maintenance on the floating equipment and pier and a watch
service over equipment and material which will be kept in condition
for immediate availability.

Foreign Flag Acquisitions

Subseguent to the outbreak of the war in Burope in September
1939, and after the invasion of Scandinavia and the Low Countries in
1940, a considerable number of foreign flap vessels were immobilized
in ports of the United States and its territories and possessions. 4
total of 105 of these vessels have been taken over under Public Law
101 up to June 30, 1942. The nationality and size of these vessels
are shown in the following table:

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

Nationality Number Gross Tons Deadweight Tons
Danish 40 142,641 232,783
French 10 139,117 76,888
Ttalian 28 168,744 231,237
Finnish 17 55,213 80,387
German 3 14,066 22,182
Estonian 2 3,837 5,920
Rumanian 1 3,495 5,000
Duteh 1 3,492 ' 5,292
Lithuanian 1 1,255 1,700
Swedish 1 20,067 9,240
Greek _1 3,034 - 5,250
Total 105 554,991 675,979

Maintenance and Repair

All of the foreign flag vessels taken over by the Commission
under Public Law 101 required to a greater or less degree the per-

formance of necessary repair work before being placed in operation.
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The most extensive repairs were undertaken on the 31 Italian and
German cargo and passenger vessels which were sabotaged pricr to being
taken over by the Government. Some idea of the magnitude of this work
can be obtained from the cost of the program which averaged approxi-
mately $300,000 per ship.

The repairs necessary to place in operation the remaining foreign
flag vessels consisted mainly of drydocking, maintenance and classifi-
cation of repairs and arming and degsussing. This was accomplished at
an approximate average cost of $100,000 per ship.

A further indication of the high cost of repairing vessels in
time of war is furnished by the figures on the remaining 20 vessels
in the Reserve Fleet placed in operation during the ysar. Under
ordinary circumstances, these vessels would have remasined inactive.
The unrelenting pressure for ship bottoms made it imperative to place
in operation every vessel capable of serving the transportation needs
of the war. These 20 vessels were repaired and commissioned at a cost
of approximately $150,000 per vessel.

During the entire year ending June 3C, 1942, over 5,000 vessels
entered yards of the country for repair or conversion work. This is
approximately egqual to the entire tonnage of the prewar world and in-
cludes only those shios, both foreign and American, in excess of 1,000
gross tons. The average time of each repair job was 17 days.

Under the provisions of the Lend-Lease Act, the repairing, arming,
dezaussing, conversion and installation of convey operating measures
were authorized and completed on 1,250 vessels. Included in this

program were the reconditioning and conversion of a number of former
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passenger vessels intc troop shirms. With the entrance of ihe United
States into the war, the problem of protecting our merchant ships for
operation on the high seas became of vital importance. This program
was undertaken immediately and coniinued throughout the course of the
year. By June 30, 1942, approximately 1,300 ships had been srmed and
degaussed. The total expenditures for repair, reconditioninz, con-

version, arming and degaussing of the above vessels was approximately

$185,000,000.

TERMINALS

Results of operation of the terminal properties for the year
ending June 30, 1942, are set forth in Appendix J to this report.
Gross revenue derived from the Commission's terminal propert:es for
the year ending June 30, 1942, decreased 9@ percent under the similar
period for 1941. At the same time, expenses decreased 18 percent and
net revenue decreased 2 percent. The decrease of gross revenue and
net revenue was due primarily to the return of the Boston Terminal fo
the War Department on March 1, 1942, and the allocation of & portion
of the Norfolik Terminal to the Navy Department in May of 1G41. It
will be noted that these two terminals had a considerable decrease
of gross revenue and net revenue while the Hoboken and Philacelphia
Terminals show an increase in revenues.

By General Qrder No. 7, Supplement No. 1 of the War Shipping
Administration, dated July 28, 1942, issued pursuant to Executive
Order No. 9C5L4, dated February 7, 1942, establishing the War Shipping

Administration, the following properties were transferred frcm the
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United States Maritime Commission to the War Shipping Administration:
(a) the property located in Hoboken, New Jersey, and comnonly known
as the Hoboken Terminal; (2) the property located in Norfolk, Virginia
and commonly known as the Norfolk Army Base Terminal; and (c) the
property located in Philadelphia, Pennsylvania and commenly known as
the Philadelphia Army Base Terminal.

Boston Terminal - On January 30, 1942, the Secretary of War

notified thé Maritime Commission that the revocable Permit, granted
by the Secretary of iar to the United States Shipping Beoard (predéces"
sor of the United States Maritime Commission) on May 2, 1921, for use
and cccupancy of certain pertions of the Army Supply Base at Boston,
Massachusetts, was revoked and requested the return of the premises
not later than March 1, 1942. Pursuant to tnis action of the Secretary
of War, the Maritime Commission terminated the leases with the Boston
Tidewater Terminal, Inc., covering the operation of the Terminal, and
with Demetrios Christsdoulelils covering the cperation of the restau-
rant building, effective as of midnight, February 28, 1942, and re-
turned the premises to the War Department on March 1, 1942.

Hoboken Terminal - The Commission continued the direct coperaticon

of this Terminal during the past year. The only major change in its
tenants was the termination of the lease with Campbell Stores, effec-
tive April 13, 1942, covering the occupancy of approximately 55,000
square feet of space in the upper level of the headhouse between

Piers #1 and #3, and use as a bonded storage and storage warehouse.

The terminaticn of this lease was made for the purpose of eliminating
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all storage in transit sheds and in order to keep the terminal liquid
for the movement of cargo to and from ships.

Philadelphia Terminal - There has been no major change ia the

operation of this Terminal during the past year. The piers have bheen
used extensively for the movement of Lend-Lease and other carzoc in the

war effort.

Norfolk Terminal - On June 16, 1942, the Maritime Commission gave

up operation of the Norfolk Terminal and issued Fermits to bo-h ithe
Army and Navy for its Joint use in the war effort. These Pernits gave
the Navy the right to occupy all the land bounded by Hampton Boulevard,
Main Street and North Street and gave the Army the right to occupy the
balance of the Terminal with certain autonomous rights to the Navy for
occupancy of all the ovroperty north of Warehouse #5, including Pier #2
and Warehouses #b6, #7, #&, #9 and #10, the Permit for which wes pre-
viously granted by the Maritime Commission on December 16, 19.1.
Pursuant to the transfer of the Terminal to the Army and Navy,
the Maritime Comuission terminated, effective midnight, June 15, 1942,
its lease and modifications thereof with Transport, Trading ard Ter-

minal Corporation, covering the operation of the premises.

———00o——
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UNITED STATES MARITIME COMMISSION

- APPENDIX Al
° SUMMARY OF INCOME AND EXPENSES AND CHARGHS

APPLICABLE TO THE PERICD JULY 1, 1 TO JUNE 1

Construction Fund {69X0200)

.lncome:
Charter hire - net & 4,171,628.73
Real estate and terminal revenues — net 450,845,00
Interest earned 1,967,103.79
Excess profits on construction contracts and
sub~contracts 4,272,806483
Miscellaneous 58,202596
Total income 10,920,587¢31
Expenses and Charges:
Operations of vessels (including "Spot" vessels
expense and repairs} - net 11,260,051,01
Laid-up fleet expense — net 31,882,78
- Expenses of United States Maritime Service and
cadet training 9,133,299.70
Construction differential subsidies 58,487,881.28
Operating differential subsidies 4,069,329,37
Depreciation and revaluation of vessels - net 3,700,622.27
Expenses of requisitioned and seized foreign
vessels 5,507 ,826467
Miscellaneous charges 3,560,685485
Defense features exrysnses 9,553,434436
General administrative expenses:
Salaries and wages $ 4,464,795.50
Fees and expenses for outside services 141,604426
Traveling expense and transportation 261,754 7L
Rent, heat, light and power 38,659.17
Communication expenses 185,460,02
Office supplies, stationery and printing 432,659.43
Miscellaneous 219,482,454
Maintenance of office equipment 3,792.19
Equipment 895,800400
6,644,,007482
‘ Total expenses and charges 111,946,021,11

Excess of expenses and charges over revenue
- applicable to the period July 1, 1941 to

June 30, 1942 $ 101,025,433480
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(APFENDIX E}

SHIPBUILDING PROGRAM - SALE OF SHIPS

LONG RANGE PROGRAM

FISCAL YEAR 1942

Purchaser

Completed:
Alcoa S8S Co., Inc.

American Export Line, Inc.

American Mail Line, Ltd.
American President Lines, Ltd.
Bull 35 Co., A. H.

Grace Line, Inc.

Kaymar Tankers Inc.

Lykes Bros. 55 Co., Inc.

Moore-McCormack Lines, Inc.

New York & Cuba Mail SS Co.
Pacific Atlantic 33 Co.

Seas Shipping Co., Inc.

Socony Vacuum 0il Co.

Standard Oil Co., of New Jersey
U. S. Lines Co.

Waterman S5 Co., Inc.

Total Sales of Ships Completed

Under Consgtruction:
Alcoa SS Co., Inc.
American Export Line, Inc.
American Scuth African Line
Barber Asphalt Co.
Grace Line, Inc.
Lykes Bros. SS Co., Inc.

¥ississippi Shipping Co., Inc.
Moore-McCormack Lines, Inc.

Socony Vacuum 0il Co.

Standard Oil Co., of New Jersey
U, S. Lines Co.

Waterman S5 Co., Inc.

Type
of Ship

C-l Cargo

0_3 n"
Special Cargo
C~2 Cargo

C~3 Pass.& "
-1 Cargo

Tanker
"

C-1 Cargo
C-2 #
C-2 "

C-1 Cargo
Special Cargo
C-2 Cargo
Tanker
C-2 Cargo
c-1 "
Ce2 M
0_2 1"
C__l "
0_2 ”n
Tanker

1 }]
C-2 Cargo
-2 "

Total Sales of Ships Under Construction

Total Sales of Ships Completed
Construction

and Under

No.of
Ships
5

1
4 5
2
1
1
2
1

3
1 4
1l
2
2
3
1
1

3
2 5
A
37
6
6
3
1
5

4
L 8
3

6
6 12
2
5
3
2
22

I3

Sales Price

5,999,919.46

7,621,942.66
3,177,390.74
2,516, 608,83
2,516,194,.00
3,311,782.97
3,000,000.00

L,883,889.74
1,1€3,830.50
2,505,839.48
4,963,843.00
4,688,920.58
3,000,000,00
3,000, 000.00

6,862,449.86
3,200,000.00

62,452,611.82

8,048,856.00
11,316,000.00
4,828,146.00
3,122,000.00
8,046,910.,00

11,720, 804,00
L,834,475.00

17,581,206.00
6, 244, , 000,00
15,610,000.00
l&, &8:355 .00
16,000, 000.00

112,000,752,00

$ 174,453,363.82

(Does not include transfers to other Government Agencies)

14.7159







(APPENDIX F)

VESSELS OVER 20 YEARS OF AGE ON WHICH AN OPERATING-DIFFERENTIAL

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

Total
Date, 20 Years No. of
Name of Contractor Vessel of Age Vessels
American Export Lines, Inc. (Exminster May 16, 1939) 1
{Capillo April 29, 1940)
(Coldbrook Nov. 29, 1939}
American Mail Line, Ltd. (Collingsworth Mar. 26, 1940) 4
(Crown City Dec. 24, 1939)
(satartia June 3, 1939)
(West Cusetta Jan. 18, 1941)
) (Pres. Cleveland Jan. 31, 1941)
{Pres. Garfield July 5, 1941)
(Pres. Grant April 22, 1941)
) American President Lines, Ltd. (Pres. Harrison Jan. 6, 1941) 7
(Pres. Pierce Jan. 27, 1941)
(Pres. Taylor Mar. 6, 1941)
(Pres. Tyler Dec. 6, 1940)
(Challenger Qct. 3, 193%8)
American South African Line, Inc. {Chas. H. Cramp Nov. 1, 1940) 4
(Henry Grove Feb., 16, 1941)
{Sagadahoc July 9, 1938)
(American Press Feb. 27, 1940)
{Cardonia June 30, 1940)
{Chester Valley Dec. 30, 1939)
{(Cripplec Creek Oct. 20, 1939
(Genevieve Lykes Sept. 14, 1939)
(Hybert Sept. 26, 1940)
(Liberator June 28, 1938)
Lykes Bros. Steamship Co., Inc. (Margaret Lykes Feb. 12, 19.0) 15
(Heanticut Mar. 25, 1941)
(Ruth Lykes Nov. 10, 193G)
(Scottsburg Nov. 28, 1939)
) (Tillie Lykes April 29, 1940)
(Velma Lykes May 7, 1940)
{Volunteer Aug. 22, 1938)

- (Winston Salem April 25, 1940)




(APPENDIX F CONTZ:UED)

Total
Date, 20 Years No. of
Name of Contractor Vessel of Age Vessels hd
(Delmar Oct. 1 19L0)
(D-1 1wado Dec. 1, 1939)
(Delnorte May 30, 1939)
Mississippi Shipping Co., Inc. {Delplata Aug. 16, 1940) 7
{Delrio Aug. 22, 1939)
(Delsud July 29, 1939)
(Delvalle Nov. 17, 1939)
(Collamer Feb. 21, 1940)
(City of Flint Feb. 28, 1940)
(iormacmar Oct. 28, 1940)
Moore-McCormack Lines, In-. (Mormacrey Sept. 19, 1939) 3
(Mormacrio Oct. W, 1939)
{Mormacsul March 19, 1940)
{Agwistar Feb. 14, 1939)
New York & Cuba Mail S5.3. Co. (Panuco Jan. 18, 1937) 2 .
(Algic Aug. 25, 1940)
(Greylock Aug. 28, 1941) .
(Pipestone County July 14, 1939)
Seas Shipping Co. (Robin Adair Jan. 9, 1940) 7
(Robin Goodfellow Feb. 9, 1940)
{Robin Gray Jan. 22, 1940)
(West Imboden March 14, 1939)
(Artigas April 30, 1940)
(Capulin June 30, 1940)
(City of Dalhart Feb. 23, 1941)
(City of Elwood March 18, 1G941)
(Cold Harbor Feb. 9, 1940)
(Joff Davis April 22, 1941)
{Lehigh July 29, 1939)
United States Lines Co. (McKeesport April 11, 1939) 15
(Potter Dec. 20, 1340)
(Quaker City Feb. 3, 1940)
(Tampa Feb. 3, 1940)
(Vincent Sept. 1%, 1939)
(ilest Honaker Dec. 22, 1940)
(Wichita Jan. 31, 1941)
(Yomachichi Oct. 16, 1939)

Total

13l




( APPENDIX G)
ABSTRACT OF FORMAL DECISIONS FNTERED JULY 1, 1941, TO JUNE 30, 1942.

American Union Transport, Inc. v. Italian 1ine, 2 U.S.M.C. 553. Com~
plainant is a broker seeking reparation for brokerage and for alieged in-

jury to its reputation as a broker, because of defendant carrier's refusal
to book shipments upon its requests. Dutles of defendant carrier under
regulatory provisions of Shipping Act, 1916, not owed to complainant broker,
as such, Complaint dismissed.

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

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

Long Beach Lumber Co. Inc. v, Consolidated Lumber Co., 2 U.8.M.C. 611,
Defendant, a wharf operator, found not to have refused delivery of lumber
to complainant on January 6, 1941. Complaint dismissed,

14-7159




( APPENDIX G ~ CONT'D)

Rates, Charges, and I'ractices of 1,. & A. Garcia and Co., 2 U.S.M.0.
615. By "brokerage' payments to shippers and by otherwise reducing friight
charges, respondent Allowed persons to obtain transportation for property
at less than the regular rates by unjust and unfair means, and unduly pre—
ferred certain shippers and unduly prejudiced and discriminated agains:
other persons shipning under similar circumstances, in violation of sections
15 and 17 of the Shipping Act, 1916, as =mended. In not filing with the
Cormmission 4s required, rites, charges, rules ind regulations for and :n
connection with the transportation of property from the port of New Yoirk to
Havana, Cuba, respondent knowingly and willfully violated the rules and
repgulations of the Cormission presecribed in Section 19 Investigation, .935,
1 U.5.5.8,8B. 470.

Sugar Rates — Puerto Rico to Atlantle and Gulf Ports, 2 U.S.M.C. 620,
Proposed increased rates on sugar from Puerto Rico to Atiantic and Gulf
ports not shown unlawful. Order of suspension vacated and proceeding dis—
continued.

Surcharge — Matson Navigation Company, 2 U.S.M.C. 622, Surcharge of
35 percent on Pacific Coast/Hawaiian freight rates found justified,

surcharee — U.S,/Maiti and Vexico Services, 2 U.8.11.C. 625. Sur-
charge of 22 percent on freight rates for transportstion betwesen ports in
the United States and ports in Haiti and Tast Coast of llexico not exces—
sive,

G. C. Schaefer v, Uneinal Terminals, 2 U.S5.}.2. 630, Respondent's
use of its terminal facilities in its railroad pool car business, and its
practices in cconnection therewith found not to be in violation of sections
16 and 17 of the Shipping Act, 1916, Complaint dismissed.

Lumber Rates — atlantic and Gulf Torts to Tuerto Rico, 2 U.S5.}M.C. 636,
Froposed rates on lumber from United States ports on the Atlantic and rjulf
of lexlco te Puerto Rico found not justified. Suspended schedules ordered
canceled, without prejudice te the establishment of a surcharge based upon
actual costs incurred as the result of war-time operation.

’

Alaskan Rates, 2 U.3.M.C. 639. (This report also embraces No., 572,
4laska Rate Tnvestigation No. 2; snd No, 611, Surcharse — Alaska Trade.)
On further hearing, rate base and fair rate of return for respondents
Alaska Steamship Company, Northland Transportation Company, and Alaska
Transpertation Company determined. Basie rate structures of Alaska Steam—
ship Company and Northland Transportation Company found unreasonable. Sur-
charges on adjusted rates determined, 5pecial rates to Navy Department and
Siems=Drake Puget Scund Cowmpany found unduly prejudicial, and an unreason—
able practice. Appropriate order entered,

Terpinal HRates and Charges at Seattle of flaska 5.5, Co., 2 U.S.M.Z.
660, Proposed increased terminal rates and charges at Seattle, Wash., of
Alaska Steamship Company not shown unlawful, Order of suspension vacated,
and proceeding discontinued,
14.7159
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( APPENDIX H)

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

VESSEL

3S ARGENTINA

5SS BRAZIL

55 COLCRADG

35 JOHN ERICCSON
S35 LOANTAKA

55 LOANTAKA

55 LOANTAKA

58 MAKHATTAN

ORIZABA

S5 PAN AMERICAN
SS WEST POINT
88 WEST POINT

S5 WEST POINT

FROM OCTOBER 16, 1941 TO JUNE 30, 1942

PERSONAL INJURY

CLAIMANT OR
RESPONDENT

Robert 8. Hulsart

Gustav Olander
John A. Gallagher
Walter Ratka

Henri Bjerregaard
Joao De. A. Correla
G.5.7T. Ljungaren
KMexander Roverud
Michael J. McDevitt
Mary E. McDevitt

U. S. Lines

John Manuel

Edward J. Byrne

Solomon Schiessel

Alfred G. Borley

METHCD

Settled

Settled
Settled
Settled
Settled
Settled
Settled
Settled

Settled

Settled

AMOUNT

AMOUNT

PAID RECEIVED

$225 (Seaman died be-
fore payment-dropped
for inability to secure
administrator of estate)

$

500, ~

75.-

75.

120.-

Amt.. Unknown

75.:
200, -

750,

Amt. Unknown

17.50
300.-

650.-




(APPENDIX H - CONT'D - 2.)

CLAIMS ARBITRATED Ofi SETTLED UNDER SUITS TN ADMIRALTY ACT

FROM OCTOBER 16, 1941 TQ JUNE 30, 1942

MISCELLANEOUS

CLATMANT CR AMOUNT AMOUNT
VESSEL RESPONDENT NATURHE METECD PAID RECEIVED
SS INDEPENDENCE HALL U.8.M.C. Stevedore damage Settled $2320.49

S.T.I.M.

Stevedrres
PINK STAR Charles Albert Loss ~f Personal Settled $62.50

Parkinson BEffects in sink-

lng of vessel




(APPENDIX H - CONT'D - 3.)

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

FROM OCTOBER 16, 1941 TC JUNE 3C, 1942

CASES COVERED BY QUTSIDE PROTHECTIVE AND INDEMNITY INSURANCE

AMOUNT

VESSEL CLAIMANT NATURE METHOD PATD
35 ALGIC Anthony QOlszewski Perscnal Injury Settled Unknownm
SS ARTIGAS Robert McElroy- Cargo Damage Settled Unknown
Loulse McElroy
S35 ARTIGAS Loewengart & Co. Cargo Damage Setiled $700
SS CAPTLLO Chas. H. Anderscn Perscnal Injury Settled Unknown
SS CAPILLO Benjamin Lipp Personal Injury Settled Unknown
35 CAPILLO James E. Whitehead  Personal Injury Settled Unkhown
M5 CITY OF DALHART Bank of China Breach of Con- Settled $6,250
tract
S35 COLLINGSWORTH Thomas Burke Personal Injury Settled Unknown
S5 INDEPEZNDENCE HALL John Duffy Personal Injury Settled Nothing
SS LEHIGH Frank Johnson Personal Injury Settled Unknown
SS LEHIGH Warren S. Savage Personal Injury Settled Unknown
35 LIBERTY Ruckert Terminal Suit to recover Settled $L000
Corp. for compensaticn
paid for personal
injury to Dick J.
Miles
35 LIGHTNING Walter E. Nolon Personal Injury Settled $5C.00
MS MOKOTAM Edward Ginley Perscnal Injury Settled $125.00
MORMACSUL Ford Motor Co. Cargo Damage Settled Unknown
Export, Inc.
35S QUAKER CITY Wm. S. Lobue Personal Injury Settled Unknown
35 TAMPA Robert Kennedy Personal Injury Settled Unknown
MV WARD Fred L. Zimmerman Personal Injury Settled Nothing
WEST CALUMB Simon Secahis Personal Iajury Settled Unknown




(APPENDIX H - CONT!'D ~ 4.)

CLAIMS ARBITRATED OR SETTLED UNDER SUITS IN ADMIRALTY ACT

FROM OCTOBER 16, 1941 TC JUNE 30, 1942

CASES COVERED BY OUTSIDE PROTECTIVE AND INDEMNITY INSURANCE

VESSEL

5SS WEST HONAKU
5SS WEST KEENL
5SS WINONA COUNTY

YOMACHICHI

CLATMANT

Andrew MclMurray
Wm. Modestowicz
Peter Ruds

John A. Salick

NATURE

Personal Injury
Personal Injury
Perscnal Injury

Personal Injury

METHOD

Settled
Settled
Settled

Settled

AMOUNT
PAID

$202. 50
Unknown
Unknown

Unknown




STATEMENT SHOWING(ANNUALLY) FROM INCEPTION TGTAL QPERATING-DIFFERENTIAL SUBSIDY ACCRUED
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{apPENDIY T)

UNDER LONG-TERM ACGHERMENTI WITH THE U, 5. MARJTIVE COMMISSION,

AMOUNTS AUTHORTZED QR REQUIRED TO BF, DSPOSITED INTO THE STATUTCRY CANITAL AND SPECIAL RESERVE FUNDS, »ND AMOUNTS DEFOSITED INTO AND WITHDRAWM FOl THE

SAID FUNDS, ALL THROUGH DECEMEER 31, 1941 AND BASED QN AUDITED FIGURES EXCEPT WHERE OTHERWISE INDICATED

(a)
1 XName of Contractor American Export lines, Inc American Mail Line, Ltd imerican President Iines, Ltd erican af i
. fail . . 3o.afr.Lines, Inc. (a) Grace Line, Ine.
2 Period of Agreement January 24, 1938 to December 31, 1949 april 1,1940 to aprdl 1,1943 September 25, 1938 to mmﬁwoa_um.m. 25, 1949 Wsmwm..wwnwm»o mto nec, ww»imm January 1, Hmmm to December 31, 1947
Calendar Years . Calendar Years ; Calendar Years Galendar Vears o Calendar Yedrs
(a)oct. 1,193 - -
1938 1939 1940 (2) 1941 1940 {z} 1941 to Dec.31,1937  (z) 1940 {2} 1941 1940 (=) 1941 1938 1939 1940 (z) 1343
3 Total subsidy acerued $ 1,035,168,17 1,369,418.00 1,707,241.45 972,928,510 20445549 -4 05,897.28  2,062,073.2 20 3 -
] Cota annowuﬁ.ﬁw pioyed (in subsidized ,035, 3369, 2707, N 3 5 503, 5062,073.22 3,203,200.57 2,733,043.77 82,501.63 283,196, 68 808,974.29  1,023,859.64 1,363,841.27 1,006,575.59
operations 2,473,225.24  3,279,718.06  3,281,850.54 7,091,165.81  1,300,043.36 2,115,262,57 O Qe 2,295.163.71 1,442,291.59 94,0898 7,300, 557,13 9,317,979.74  13,179,007.82 15,95
. 7 . PN . o . NS . . by h34493
5 Total met profits from subsidy operations (x) 522,415.37  1,436,432,90 7,792,639.18  13,657,800.99  620,7i4.56  3,061.0%.36  135,568,2% 68 . 1016.5 s 7l "a9ui052.7 1,527, HEH Ly
§ Amount of net profits accrued ﬁon he Commission 2 3 ¥ 3 » 1 3 3 > 29363 35,558.2% £,907,686.81 8,721,088,24 1,016,550.25 3,nR5, 0.8 290,062,107  1,527,358.53 2,347,717 .86 5,730,785.61
as recapture of excess profits - {cumlative) 137,546.43 691,776.98  4,111,827.62 5,984,756.1 -0 -0 . Shra ¥ > ¢ 7 i
b A e T B 3 N " {a)s, 375 3 67,7791 2,386,005.29 (b)6,631,850.22 82,501,063 (k) 5,896, 51 79,713.23 373,465.57 218,428.93 (%)2,839,696.20
Comuission - (cunulative) -0 —Q= -0 -0- 245,370.12 (a)1,07G,125.17 ™ = -0 -0- 82,283.18 -0-
7 Amount of net profits accrued teo the contractor - ’ (1,075, Bz £0%5.57 1.2 240, 753-81
(cumulative} 384,868.94  1,267,071.29  5,639,659.83  18,334,992.31 375,374.446 2,011,455.7 —— 2,386,064, 6,861, 366,60 2 3
8 Amownb of meb profits pald as dividends bo 7] 1257, 1639, » 334, )3 2011,655.777 » 386,004,239 »861, 3 934,058,062 4,253,883.62 P10,348.54  2,035,899.24 3,798,763.39 T5435,4Ths10
stockholders (y) 232,000.00 462,000,020 498,687.50 770,000,060 -0~ 103,337.00 - - ~C 100, 458, 334,800,000 17y, 309.00  1,932,000.0¢  2,97,000.00  1,932,000,0C
9  Amount of net profits acerued for account of:
Mww mw«a.wmw m@maﬂa m.ﬁshm A,aqummvwmm.mm ?uv.vwommmmw.on . Wm.uwm.wq N a.wmuwﬂw.ﬂm -0~ -C- =0 (e}5,825,271.42 3,135,742.44 -0- —u= "30,035.71 EaV —0 1, 500,000,000
pacial Reserva - = 64, 456413 2,958, Thb 41 245,370.12 1,530,521, 0= G, Aok, 757,04 72,331,093, 177,b.2, i 54 . 8 ’ .
10 Amount of deposits in Capital Reserve and ’ ’ ’ ’ ' ’ ’ » e ’ e e A 797530007 809,926.73 o042, 0055
Special Reserve Funds:
{a) Net operating profits from subsidy
operaticns ) 251,206,119  1,135,690.53  6,655,827.33  12,712,830.47 2456,652.25 (0)1,530,521.55 - (d)4,160,190.83 (d)8,673,454.9 1,032,824.00  3,177,022.69  {¢)890,294.92 569,062.56 891,104.17 (¢)5,460,595.7C
{b) Net operating profits from other
operations =0 -0- -0- -0 -0- -0 ~0- -0- =U- (el 910,000.0v -U- -J= == -0- Rt
{c) Net proceeds from sale or othar dis-
position of vessels 0 -0 1,474,250.00  1,465,575,25 -0 G- -0 1,25%,000.00 500,000,060 1,270,060.00 597,665.56 —0= ~O— (d)5,132,277.04  1,723,074.48
{d) Depreciation Accruais 428,982.00 521,232.96 910,142.47 716,179.1%6 -~ G 1,003,42C.90 917, 57400 549,844,770 80,973.37 96,873.47 273,027.85 714,630.62 957,964.20 924,102.48
(e} Other -0 = {e) 12,328.72 (e} 44,876.75 -0— ~0- -0~ -0 = - R -0 =0m =l =0-
11  Aimeunt of withdrawals from the Capital Reserve
and Special Ressrve Funds:
{a) Mortgage payments O - 1,298,475.99 Ly&l8, 513,67 - e -0 {e}4,590,080.74 (e)3,651,512.72 0= 462, 500,01 153,051.00 153,051.00 1,0032,390.00 1,217,318.50
(b) Down Payments on Vessels -1 -0- 2,527,429.72 Ly 386 ,745.27 -0~ = -0- 2,162,154.30 1,24k, 44100 1,010,%12,23 244,011, 52 =0-- -0- 3,832,364.39 1,749,855.15
{(¢) Dividends -0- -0 -0- -0- 0 e =0 - == L~ -
(d) Transfers {rom Special Jeserve to
Capital Reserve Fund -0 -0 -0- 13,303,913.69 -0 -0 -0 -0- -G- -U- 270,0W.10 -t -0 ~0- -0-
{e) Cther A = —0— e P m el =0 =0= -\ - - ~t- —-0- -U- D

* Red

American Expert Lines, Inc.
{a) Represents total subsidy accrued through December 31, 1941,

American South african Line, Inc,

Footnotes

{b} With the consent of the Commission {in its action of January 26, 1940) deposits of excess earnings for the calendar yearsl93E

and 1939 were made in the {apital Reserve Fund rather than in the Specizl Reserve Fund.

Amsrican Mall Line, Ltd.

{a) During the period April 1, 1740 to December 31, 1941, this Contrvactor cperated under a charter agreement with the Cormission
which agreement provides for fadditional cherter hiren based on 50 per cent of cumlative net voyuge profit in excess of 10 per

cent per aamum of “"capital employed" but makes no provislon for recapture of "excess prefits®. Thus the amount
item No, 6 represents cumilative Madditional charter hired accrued to the Cemmission through Tecember 31, 1941.

(b} Includes a portion of the Contractor's "allowable return" of 10 per cent per annum on "capital employed” to the

$105,766.50 which amount was deposited into the Special Reserve Fund with the consent of the Commission (in 1ts
Decemper 19, 1941).

American President Lines, Ltd.

reflected under

extent of
action of

{a) As there were no voyage terminations during the pericd October 1, 1938 {inception of permanent agreenent} to December 31, 1938
all expense incurred during this peried was, for accounting purposes, considered as a deferred charge to be tuken into con—

sideration on a cuwmulative basis as a part of the operating results for the calendar year 1939.

(v}

Represents 50 per cent of profits in excess of 1C per cent of tcapital employed" cumilative to December 31, 1941.

{c) This item includes $557,940.93 representing that portion of net profit for the calendar year 1940 required for the purpose of
meeting the deficiency in deposits with respect to depreciation under the Temporary aigrecment as authofized by the sixth

Addendun to that agreement.

grace

{a) During the pericd involved the fontractor operated vesseis under two inlividual ship charter party agreements, the operating

results of which were required

(o

e

{1)

(¢} This deposit 1s composed of:
$500,000,00 representing general funds of the Contracter,

Commission (in its action of Hovember 1, 1940).

R

Yepresents total suosidy accrued through December 31, 1741,

the Commission (in its action of December 26, 1940).

Line

Inc.
a) During the period involved this Contractor operated vessels under variocus individual ship charter party agreements, the

o be accounted for under the permanent agreement.

operating results of which were required to be accounted for under the permanent sgreement.

(b}
{c}

deposited in the Capital 3eserve Fund as reguired by the
'

$410,000.00 representing profits [rom unsubsidized operations deposited in the Capital lJeserve Fund as required oy

represents 50 per cent of net profit in excess of 10 per cent of “ecapital employed’, curmlative to December 31, 194l.

Tnciudes the Contractorts nallewable return" of 10 per cent per annum on "capital employed" in the amount of $730,868.46 for

the calendar year 1932, and a portion of the "allowable return® to the extent of j1,300,000.00 for the calendar year 1941,
deposited into the Capital Reserve Fund with the consent of the Cormission {in 1ts action of December 29, 1938 with respect
to the calendar year 1938, and November 28, 1941 with respect to the caslendar year 194l).

(a)

consent of the Commission {in its actione of iarch 12, 1940 and June 14, 1940).

Includes 32,002,844.41 representing proceeds from the sale of unsubsidized vessels deposited in Capital Reserve Fund with the

(d) The Commission (in its action of July 12, 1940} required that the Contractor agree to deposit in its Capital Reserve Fund (x) Reflects total net profit before "additional charter hire" in instances where Contractors operated vessels under charter
amounts equal to all of its net earnings, before depreciaticn, less certain amounts rejuired to be paid on its funded indebt- party agreenents with the Commdlssion.
edness, The fCommissicn (in its actlon of ipril 2%, 1941) limited the forepoing to earnings through April 20, 1941, after
which net earnings were reguired to be deposited in the Speclal Reserve Fund. {y) Reflects dividends paid to stockholders from both subsidized and unsubsidized net profits.

{e) Includes payments to Reconmstruction kinance Corporation on indebtedness to that corporation. (z) Indicates that the financial data reflected thereunier was obtalned from statements submitted by the Contractors under the

14-7160

provisions of “eneral Order ¥o, 31 and are unaudited by the Commission.
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(APPENDIX I - CONT'D)

bt

Name of Contracior

2 Peried of Agreement Lykes Bros. Steamship Je., Inc.
Feried Oi Agreement

January 1, 1938 to December 31, 1559
Calendar Years

¥ississippi Shipping Company, Inc,
January I, 1938 to December 31, 1949
Calendar Years

{a) Moore-McCormach Lincs, Inc.
Ochober 31, 1938 to June iU, 1951

La) New York and Cuba Nall Stemaship Company
January L, 1938 to Jecemver 31, 1749

Eha e Calendar Years __ __ . Calendar Years
JVE 1% 1940 [O R 5E prE] 1940 PYCIN 75 939 2} 1340 [E3 TToETT R 1340 [EVIRETAY
- ' Tatgl subsidy atcrved 3 1,714 . 1 £72.9 . 1.4 & g -~ Pray e v A - . e -
. vapitel soomwmmwwu_.w smployed (in § 1, TL4,445.35 $339,672.93 1,106,247.26 1,451,684.92 326,057 .92 416,958,738 §13,347.17 445,525.48 15,18 h 940,467,93 1,03, 40713 1,330,100 323, 215947 510,047.56 303,887.72 455,532,772
subgidized operatioc 3,27 8. 2 .3 k¥ . 18,57 71 1ni 7 b G a 3,8 g9 55 P 7 g ¢ : s - : ar s :
5 Tobal net E.o.,,,%,,Mm ?.g”u..wsgw& 2274,378.79 4,092,510, 34 7,54)1,399.98 0 15,777,548.21 2,101,520.38  2,70%,343.83 1, 277,535.58  4,454,239.55 L3y 3hn T 679,071.1% [N T Soudd, o o8 1,067,454.05 1,796, 81,86  1,982,989.47 3,821,358.36
operations {(x 18 . 1,1 . 32,607, el I 1 51 2 U 5 P P o, - ST f o e e . . - _
b amrerioy nnwhnzu:m rcorued o the 318, 306.95 ,183,67G.02 by032,007 .42 8,777,996, 30 891,115, 50 Bol,907.79  1,900,078.01  3,172,991.24 74,077,050 1,777,535.98 7,004, 0L 16,751,007, 20 492,750.67  S30,287.95 930,015, 21 870,436.89
Comisaion as recapture of excess
wrofits (curulative) 5 45% e ISP 86 G798 -5 - TR 4 . e Ohn 2 . .
ox K&SSNHA%WZQ ire accrusd to 3435654 322, 64403 (2)5,202,950.45  326,007.%2 629,790,103  1,256,312.93 (a)2,703,939.41 J0,U50.41%  125,863.33 LO33, 007 sas, 0k L 8a3ste 03,770031 423,380.02 (o) odd,130.54
the Commiasion {cumulative) QO -0 20— = O 0= - 5 . Lo g ETCINE
7 amount of net profits accrued te the . v o - e 438,496.56 2,187, 4875 BRI el -0 15,290.83 15,296.83
rsontractor {cuwmiiative 18,506,935 1 . . 9 f ~ 5 ) - ' A oo Sy o, .
& smownt of Sﬂﬁ&»ﬁ vmwa a5 dividenaa 318,306.95  1,179,333.54  3,992,707.25 2,500,530,90  565,107.52  1,123,085.16  2,397,447.47  5,124,813.23 e 639,170, 44 LRV, R.et lo,34m, 0000 -0- L11,766.97  968,275.64 1,594, 562.0L
to stockholders {7} 340,000.00 490, 000, 00 295,006.0 1,08, 000,00 30, 3 ; 95 HEN] i " ' iz
5 wowat of net orofibe ascrued for ] ] 15, ol 225,000,320 255,000, £02,000.00 405,006 ) (- 53, 7. RS —u- -0- 125, 000,00 0=
seeeknt s
7a)  gp.lal mesermve Fund 2,542.64 (b)  2,285.78  1,656,590.67 3,999, 545,05 337,48L.43 (b) 21,8 5 ‘ :
LA . . . . B 1,842.08 (b) 20,579.84 (L) 15,134.18 -0 (¢} 17,810.47 — - - -J~ -0 -0 O
{u) Arecigl Reserve Fung - N . ’ Tt : Pias b n v A ’ . cr , "o o h
N ‘.eEc:.wa of sepozite in Capitai Reserve 709,590, 56 ,038,467.42 T3320,241.54 337,481,423 563,193.33 1,%52,345.13  35,157,857.0% == 763,258,380 FUTCES S U D FCRAMS U 0o 298, 489,09 716,419 .43 488,301.05
and Spe ~ial Resarve Punds:
(3% Net operating profits from
gareddy opsratior LSL2. . 5 G 35 3.1 o 1 ferey qr E - e st o 4 P -
(o) a,.z.u . mhﬂmw mwwmwﬁm crom 2,542,564 643,689.22 3,99C,051.0C {d}5,058,49%.14 670,733.80 $85,033.41  L.572,147.55 §,174,718.73 e 843,854, 24 P SN TR § U RN Ay O 186,495.01  599,095.30 490,7383.73
otite cperations (e 0= (¢)1,703,192.85 {e)3,161,287.45 e =0 -0~ - -0 - .. - = - - -
{e) Wet proceeds from sale or other e 12161, - v N . &
&.mmmmm.ﬁo: of vessels 382,782.74 359,983,221 mvmmnw»umm.mb 2,726,012, 54 -0 -0~ 807,648.41 1,334,157.73 ~0- 0 {44, 704,804 21 2,890,40 0= -0- G- 1,209, 978472
Mww wmmmwﬁ&hoa accruals w@mmma..mm Hmmmmpw.ﬁ, woomw%.oﬂ mtw%mwbm muw%mm.oo E_mwsm.wu wm_q“.wcm.oo Hmm%mm.wm {e) 375,954.98 {f) 619,905.15 hul,t wﬂ.m nwLug 545,467.73 434,554.66 514,857.45 67,0664 54
- - - - - -0 -0 - -G ~ - - - ey - O .
11 4mount of withdrawals from the Capital
2gserve and Special Reserve Funds:
(a} Mortgage payments -0 w0 -0 104,152, 60 -0 - -0 1,847,064.00 -0~ -0 L0, 0, 0 9,150, 486,00 -0- 667,895.84  404,766.72  1,407,325.34
(b} Jown payments on vessels 0 -Cm 8,665,020.55  9,451,579.33 0= 110,429.00  837,728.64  433,888.9% -0 (g} 980,000.00 L9t 5390 3,376,065.35 —o- ke WT100.08 5840 ;
et nivid g » 2 375, N 584,044.59
¢} Yividends =0 ~0- O Ble s O -0- —-0- -0- ~0= -0- -t - -0 -0— =0~ ~0—
4} Teansfers from Speclal Reserve to
L farital Reserve Fund -k e lmT 3,954, 646,65 =0 ~0n 400, 000.0C 285,880,115 =0 -0 8,013, 0w -0 = -0~ 375,000,00
ig; whher ~0- —0- -0- —J- O -0 -0 —Un -u- ~0- -l —)= -0- S —u— -0

% Red
Fecotnotes

"ykes Bres. Steamship Co., Ine, HoorezcGormack Lines, Inc. {Gont'd}
Ta) Represents total subsidy acerued through December 33, 1941, {¢) Represents balance of net profit remawning for cawrnlar year 19X under Operating—aifferential 3uosily agreeaent of
September 30, 1938 after deducting tnerefrom unearned Je wrecistion for the period Gotober 1, 1938 to Decemper 31, 1938,

required to be ieposited in the Capital Reserve Fund in accordance with article 31 of the agreement.

i} Represents interest accrued on sscurities carried in the statutory reserve funds and deposited in the Capital Heserve Fund in
scro-iance with Section 607 (4) (d) of the Werchant Marine Aet, 1936.
(d) Includes $55,250.00 representing the proceeds [frum the sile of an unsubsidized vessel aeposited in the Capiial Reserve
fa% Gepresants carnings from wnaubsidized operations deposited in the Capital Reserve Fund as required by the Jormission Fund a3 required by the Commission {in its action of Cetober 30, 1939).
(in ita astion of December 27, 1940).

(&) Includes §361,487.49 representing depreciation on nnsubsiuized vessels deposited un the Japital Reserve Fund ovut rot
r ~.oital Teserve fund avthorized Tor devogits by tne fomwigsion. This itnn las ceen LTeabed as an over—dapusit in our andit of this

1 Yneaudes 3333,257.60 representing profiis otlarwise available {or distribution as i.vizends deposited
i T “ontractor’s accounts for the calendar year 1979,

alth (ke convent of the Comlesion (in its action of December 29, 1941

oo commiseion (o ils )

7, Veppe3tols earrangs from uisubsidizea cperasions deposited im tre 7Tapital leserve Fund as re;uired by 1.

aats n o “ovember &, 1541 and December 2%, 1941},

%3

el des 50,983, )0 represeating derreciation an wnsuns c1zed vessels deposited n the Japlital eserve #unt bue uct
athorizen for deposit by the Commission, Thir i has baen Lreated as an over—depcsit in owr cudit 21 this
contractor’s sccounts for the calerdar gear 1v39.

Miseis:Ippi Shipping Cumpany, Inc.

(a) Rep~esents total subsidy accrued through December 31,

1941, Wt

(g) This payment was masde from funds deposited in connechion
Agreament, which deposit is not reflected in this statement.

this Contractor!s opligation under the so-called lemporary
{b) Represents interest accrued on gsecurities carried in the statutory reserve funds and deposited in the Capital Reserve Fumd in
acoordance with Section 407 {4){d) Merchant Varine Act, 19%. Mew York anmd Cuba 'all Steamship Company
(2) Durdng the pericd involved this Contractor operated one vessel unier 1 charter party agreemsnt, tbe operating resuits of
which were rejuired tc be accounted for under the per: went ajresment,

Yeoore-dcCormack Lines, Inc.

{a} Excluding the so~called Temporary igreement, during the pericd Getober 1, 1938 {the incepiion of the  vst permanent agreement)
to December 31, 194l, this Contracter operated under the gperating-differential Subsidy igreement ¢f w.olemper 30, LY,
{American Republics Line) and the operating-differential Subsidy agreement of June 24, 1573, lreriearn Seantls Line) in

mnawﬁo:ﬂoqa:mn&auvnﬂ.ﬂwmmwmmam:wm.puo».mmbsmﬁﬁwmuwﬁoqwwwumwmmamudm thern in existence wers oenscliacted.

{t) Represents 5C per cent of net profit in excess of 10 per ceat per annum of
December 31, 1241.

() Refleets totai net profit before radditional charter hire" in 1patances where Contractors cperoted vessels under charter
periy agreenents with the Commission.

{y) Reflects divadends paid to stockholders from both suvslilzed wuw uansubsilized uet profits.

(2% Indicates trat the financial data Tefiectel thereunder was obtalned Crom statenents subaitbtea by the Centractors under the
provisions of feneral Order Mo. 31 and are unaudited by the Somalssioen,

5ital employed® cumilative through

(b) Represents total subsidy acerued, through December 31, 1941 excluding subsidy aceriing under charter party agresments executed
under the provisions of Section 705 of the Act which agreements make no provision for recapture of "excesd prof its! prior to the
execution of the Consolidated agreement of January 18, 194C.
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3 Name of Contractor

The Oceanic Steamship Company

(APPENDIX I — CONT'D)

Seas Shipping Company, Ine.

Sheet 3 of 3

{a) United States Lines Company

Operating-Differential Subsidy igreement
Dated December 31, 1937

Charter Party Agreement Charter Party Agreement

Dated Sept. 27, 19 Dated Warch 1, 1940
2 . Januwary 1, 1938 to pecember 311, 1942 October 14, 1938 to November 15, 1951 January 1, 1938 %o December 31, 1549 Sept. 27, 1939 to Sept, W.w? 1942 Yareh Hw erowﬂ xwu».o:ow 1942
: wn&.wyamu. Years Calendar Years Calendar Years Galendar Years .ompmammﬂ Years *
1538 939 (2 900 (2] il 155 1539 1940 [ORTA ICE] 15% I I50 (@ 190 0% 0w (019 () 1950 (2) 194%
Chartered Chartered {mmed
VYesselsa Vessels Vesaals
w, mem hﬁwwwmwmwwmﬂmméwoéa (1n $  528,516.73  632,424.98  712,287.26  583,407.03 195,528.05  389,734.79  522,575.12 2,455,579.29 2,500,338.26 1,052,715.% ~0= 06,405.57 110,054.04 68,720.04  256,343.81  657,332,42  66,888.81
5 ._.omwwmwmwumwommﬂwwwmwmw&ﬂ% 6,853,956.98 7,919,196,10 &,171,288.34 8,875,584.30 100,815.92 1,083,041.84  931,423.72 2,895,434.32  8,247,584.04 11,182,823,73 7,867,949.09 5,279,294.29 123,658,060 125,906.27 164,412.01 1,471,421.13 2,290,596.12 1,172,904,55
s »%Hmmwwo”Mﬁﬁwrﬂﬂm acerued to the 040,058.01 1,167,541.42  368,857.62 1,779,327,30  56,864.34% 28,608.15 2,832,460.58 6,274,5684.12 1,780,465.51 3,043,650.62  132,917,17 B,940.21% 220,311.13  42,356,95 984,415.79 BO3,907.87  4,598,304.33 1,089,495.52
Commission as recapturs of excess (a) {a) () (e)
profits - (cumlative) 22,668.54% 165,142,37 58,993.23%  386,891.20  33,472.96%  73,320.97% 62.84 1,10 796 7,853 3 3] ‘ - - -
6% Additional charter hire accrued to the 3 s 3 3 3 3,3 585, 3 4 1,107,937.96 477,853.55 1,440,237.08 1,113,296,31  834,601.47 - N L -0 0= 66,888.81
Comission (cumulative) =0 oM -0 -0— e 0= -0= -0 -0- - -0 = o 1 , ! ;
7 Agount of net profits seerued to the O o= g O 104,520,600  120,990.04 904,977.94 346,039.94  2,530,662.30 ~0-
. EHH«M«H%EW%WMHMVE thvidends 640,058.6) 1,642,457.66 2,176,457.65 3,5568,893.75 —0- O 2,218,841.55 7,970,850.55  1,302,611.96  3,383,878.45 3,843,736, 4,093,231.50 102,924.72  Lal, 077,44 042,105.93  457,867.93 2,871,549,90 1,022,606,71
to stockholders {y) =0 ~0- -0- =0— -0- —O -0~ 125,506,000 1 W30 870 H -0- Ry —Um O
9 Amount of net profiLe acorusd for account 5,5 Fhy935.3 389,870.60  397,091.35  930,232.63 0 u G o - —0—
of': (b) {e)
{a) Capital Reserve Fund 635,560.41  797,231.52  493,253.06 2,368,133,40 122,629.77 -0- 2,377,149.93 818,970.39 -0 -0~ 3,231.13 36,895.01 -u- ~U 0= -~0- -0
) {d) 1d) (e} ()
0 »Esmwvownmmwwwu.mmwm,.mwwwﬁw N 0 370,309.90 131.15  891,768.87 -0 -0 362,168.28 5,166,070.30 955,707.10  1,924,768.25 -0 - 100,924,727 483, 987,29 310,725.82  2,184,522.3 97%,205.06
and Special Heserve Funds:
{a) Net operating profits from (b} (c} (d} {e} ) )
subsidy operationa 635,560.41 1,180,28C.19  493,414.21 1,689,669.00 =0~ -0 2,739,318.21 5,917,51%..7 955,707,310 1,909,906.17 2,231.1% 36,8951 Luoe,d L, o6.79 - 339,180.40 —0- {0
(b) Net operating profits from (£) {d)
other operations -0~ -0- -0- 1,411,577.95 122,029.77 -0- -0 -0- -0~ -0 -0- -0- —u- -0 - -0~ -0- -0
(¢} Net proceeds from sale or other
disposition of vessels -0 -0 O -0 w0 -0- -0 1,154,812.50 2,531,564.36  281,564.36 3,855,651.21  223,201.8%  -u- —u- -Om -0- “0- -
{d) Depreciation Acerusls 789,069.97  813,856.73 813,742,567 813,906,235  28,%b.1  268,338.15 59,433.84  120,217.11 1,116,013.12 1,182,235 .01 81,6330 -0~ —0- —- . ~0= 0 173,873.83
{a) Other ~0- s loo b= . -0 “o- _an - o 25 —0- u- I oo -0- o- e
11 imount of withdrawals from the Capital
Reserve and Specizl Reserve Funds:
(a) Mortgage payments 583,875.00 2,046,375.00 1,400,250.00 -0 R ~ 0= EhE 1,291,380.56 328,673.44  B92,931.14 -)- R ; -0- -J- -0 0=
(&)
(b) Down payments on Vessels =0 -0- -0- G - U 1,705,000,u6 3,130,415,77 2,250, 0Ll 0 38,348.41 1,808,208, - - - - ~0= -~ L, 576, 506,00
(e) Dividends -0- 0= -0 -0- -0~ - ~0- - —u— —u- - AN -0- -0- -0 -0
(d) Transfer f{rom Speclal Reserve
to Capital Reserve Fund Q- 0= -0- -0 == - e Qe - - -0 - - - -U- -0- -J- =0
{e} Other O -0- T -0~ —i= -J- -0 -0 -c- B v — - —u- e e
* Hed
Footnotes
The Oceanlc Stesmship Company Urited Stabes Lines
(a) Represents 50 per cent of net profit in excess of 10 per cent per annum of "capital employed® sum:iative through " {a) During the period involved, this Contractor, in sddition Le L3 operattons unler the permanent agreewsnt, operated vessels

December 31, 1941.

Represents the Centractor's nallowable return® of 10 per cent per annum of
tribution as dividends, deposited in Capital Reserve Fund with Lthe consent
December 29, 1338).

(v)

{3

—

Ke. 31, Supplement No. l.
{a)

Commission (in its action of March 13,

cent per annum of "capltal employed! ctherwlse available for distribution
with the consent of the Gommission (in its action of March 12, 1942) and
in the Capital and Speclal Heserve Punds and retained in those funds in ac
Supplement No. 1.

i)

Represents
its action

S8eas Shipping Col
a) Represents

of March 12, 1942).

an
total subsidy accrued through December 31, 1941.

(b) Represents "excess profitan deposited in the Capital Reserve Fund,

Comrission (in its actions of December 27, 1940 and Janvary &, 1941}.
(¢) Represents nexcess profitsh deposited in Capital Reserve Fund,
Commission (in its actions of August 5, 1941 and September 19, 1941).
(4) Represents net profit from unsubsidized operations required to
agreement .
14-7160

"capltal employed® otherwise availabile for

dis—

of the Commission {in its acticn of

earnings from unsubsidized operations deposited in the Capital Reserve Fund

This item is composed of (1) $491,556.23 representing the Contractor'ssllewable return® of 10 per cent per annum of
employed® otherwise available for distribution as dividends, deposited in the Capital Reserve Fund

In addition to "excess profits" this item includes (1) $956,555.45 representing the Contractor's "allewable return® of

rather than the Special Reserve Fund, as required by the

rather than the Special Reserve Fund, as required by the

with the consent of the Commission {in

In addition to "excess profitsh, this item inecludes {1) $906,699.79 representing the Contrsctor!s Yalluwable returnt of

10 per cent per annum of “capital employedh otherwise available for distribution as dividends, aejosived in tne Capital
Reserve Fund with the consent of the Commlssion (in its action of December 12, 1939} and (2} 35,311.91 representing interest
on time deposits in the Capital Reserve Fund and retained in that fund in accordance with the provisions of fiencral Order

"capital

with the .consent of the d

~—

1941) and (2) $1,857.98 representing interest on time deposits in the Capital and
Special Reserve Funds and retalned in those funds in accordance with the provigions of Generel QOrder No. 31, Supplement Mo, 1.

(&)
10 per

ag dividends, deposited in the Capital Reserve Fund
2) $4,674.72 Tepresenting interest on time deposits
cordance with the provisions of General Order Ne. 31,

(£
(e}

(x) Reflects total net profit before "addltional charter hire®

under the Charter Party Agreement of September 27, 139 {Qutport Charter) and Lhe Charter Party Agreemest of March 1, 1940
(Pioneer Line Charter) both of which were separate and distinct apre-ments not covered by the provisions of the permanent
agreement, Nelther of these charter agreements provlded For the recapture of “axcess profitak, however, the fharterer was
liable for madditicnal charter hire® to the sxtent of vne-h.lf of .lo cualat:ive neb voyage profit in excess of 10 per cent
per annui of 1ls “ecenlial employedf. The remi.nung ) por cert was reuire! to be deposited into a Special Reserve Fund,
aﬁnn,.;.,:_ah:no:amgysnﬁwonowﬁ.:mmwu.mmuﬁnrucnn:z::_..,%vow::.,:.:_._.,:D.:;uowﬂ._m o_omw.mao?

fepresents 50 per cent of profits in excess of 1C pur cent per annun ~f ncapitel empluyedr,

Represents total subsidy accrued through December 31, 1941 48 a re of the operation of owned vessels under this charter
agreement, which vessels were purchased {rom the Commission in accorlance with Article 3 thereof.

Represents amounts required to be deposited in a Speclal Zeserve Fund but reverting to the Qperator's general fund upen termin-
aticn of the contract in accordance with Article 45 thereof, and a3 authorized by the Commission (in its action of June 2,1942).

Represents amounts requlired to be deposited in Specisl Teserve Fund (although not entirely accomplished) but reverting to the
Contractor's general funds upon termination of agreement in accordance with /rticle 47 thereof and as aubhorized by the
Cormission (in its action of June 2, 1942).

Represents interest accerued on securities carried in the statutory reserve funds and deposited in the Capital Reserve Fund in
accordance with section 607 (4) (d) of the Merchant ¥arine act, 193,

Represents down payments on vessels purchased from the Comuission {in accordance with the provisions of Artiele 3 of the
Charter agreement) from funds deposited in the capital ieserve Pund under the permanent agreement and subsequently transferred
to Contractor!s Construction Fund - American Ploneer Lins - as required by the Commission (in its action of March 8, 1940).

in instances where Contractors operated vessels under charter party

agreements with the Commlssion,

be deposited in accordance with article 33{a) of the permanent

(¥) Reflects dividends paid to stockholders from both subsidizad and wnsubsidized net profits,

(2) Indicates that the financial data reflected thereunder was obtained from atatements submitted by the Contractors under the
the provisions of General Order No. 31 and are unaudited hy the Commission.

il
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