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FISCAL YEAR ACTIVITIES
Introduction

During fiscal year 1959 the Federal Maritime Board and the Mari-
time Administration directed their efforts to the fulfillment of their
responsibilities under the maritime laws for the development and pro-
motion of an American merchant marine sufficient to carry the domes-
tic waterborne commerce and a substantial portion of the foreign
commerce of the country, capable of serving as a naval auxiliary in
time of war, owned by, and operated under the U.S. flag by citizens
of the United States, and composed of the best equipped, safest, and
most suitable types of ships manned by a trained and efficient citizen
personnel.

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

The plan transferred to the Federal Maritime Board the regulatory
functions of the Maritime Commission and the functions with respect
to making, amending, and terminating subsidy contracts and with re-
spect to conducting hearings and making determinations antecedent
thereto, under the provisions of titles V, VI, and VIII, and sections
301, 708, 805(a), and 805(f) of the Merchant Marine Act, 1936, as
amended.

The Board, in respect of the regulatory functions transferred to
it by the plan, is independent of the Secretary of Commerce. These
functions include the regulation and control of rates, services, prac-
tices, and agreements of common carriers by water and of other per-
sons, under provisions of the Shipping Act, 1916, as amended, and
rates, fares, classifications, tariffs, and practices of common carriers
by water under provisions of the Intercoastal Shipping Act, 1933, as
amended ; making rules and regulations affecting shipping in the for-
eign trade; and investigating discriminatory practices in such trade.
In administering other functions transferred to the Board by the
plan, the Board is guided by the general policies of the Secretary of
Commerce. The actions of the Board in regard to the subsidy func-
tions transferred to it are final. '



The Maritime Administration is charged with the administration
and execution of shipbuilding, shipping, port development, and other
programs authorized by law. Many of its actions are based on de-
terminations made by the Federal Maritime Board. The Adminis-
tration carries out its functions under a delegation of authority from
the Secretary of Commerce.

The fiscal year presented many problems to both the American
shipping and shipbuilding industries, as a result of the continued de-
cline in worldwide shipping and ship construction activities. How-
ever, despite these depressing factors considerable progress was made
to: (1) achieve a planned shipbuilding program adequate to meet the
country’s immediate and future requirements; (2) promote and assist
the American merchant marine through the Government-aid pro-
grams preseribed by the Congress, including those for operating and
construction-differential subsidy, insurance of ship construction loans
and mortgages, and trade-in-and-build; (3) establish a sound and
progressive research and development program, which will provide
the means of investigating and developing new ship design concepts,
including those for ships’ hulls, propulsion equipment (both conven-
tional and nuclear powered), auxiliaries, cargo equipment, and other
ship components and systems; and (4) improve the management and
efficiency of the agency.

In addition to the foregoing, continued efforts were devoted by
the Federal Maritime Board and the Maritime Administration to
other programs and activities, including those for the operation of
Government-owned ships under charter and general agency agree-
ments; conduct of regulatory activities; maintenance of the national
defense reserve fleets; operation of warehouses; the custody and main-
tenance of reserve shipyards and other facilities ; administration of the
provisions of Public Law 664, 83d Congress (sec. 9.01(f) of the
1936 act), relating to 50-percent participation by American-flag
operators in the movement of Government cargoes; furnishing of
advisory services to the Export-Import Bank on shipping arrange-
ments of exports financed under the Bank’s loan credits pursuant to
the provisions of Public Resolution 17, 78d Congress; investigation
and removal of discriminatory practices of foreign governments
against American-flag shipping; and administration of the U.S. Mer-
chant Marine Academy and the program for Federal aid to State
maritime schools.

Aid to Shipping

The fiscal year saw a substantial reduction in the volume of ocean-
going traffic being moved by the American merchant marine, and
in the number of ships under construction or on order in U.S. yards.
These conditions necessitated continued and renewed effort with
respect to the Government-aid programs, to the end that a tempo-
rary adverse situation would not detrimentally affect the operation
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and maintenance of an efficient and modern American merchant
marine. Through the Government-aid programs designed to assist
and promote the American merchant marine, the U.S. ship operators
not only maintained their services on essential U.S. foreign trade
routes but proceeded with plans for the orderly replacement of their
fleets with new and modern types of ships, thereby assuring the con-
tinued availability of an adequate American merchant marine with
trained personnel to meet the Nation’s normal trade requirements or
emergency requirements. Further, the ship replacement program
has additional significance since it materially contributes to providing
the minimum mobilization base of ship construction capabilities.

Construction-differential subsidy

During the fiscal year the Federal Maritime Board executed con-
struction-differential subsidy contracts with American Export Lines,
Inc., covering the construction of four new cargo ships; Lykes Bros.
Steamship Co., for constructing four new cargo ships; Mississippi
Shipping Co., Inc., involving the construction of three new cargo
ships; and Moore-McCormack Lines, Ine., for three new cargo ves-
sels. These new ships will be built at a total estimated cost of $140.4
million, and there were approved for trade-in 16 obsolete vessels for
an allowance of credit on the new construction of $12.8 million.

The contract price of each of the American Export vessels, which
are being constructed on a fixed-price-bid basis by the National Steel
& Shipbuilding Corp. (associated with Morrison-Knudsen Co., Inc.,
Henry J. Kaiser Co., Macco Corp., and F. E. Young Construction
Co.), was $11,035,519 per vessel. The construction-differential sub-
sidy allowance on each vessel was $5,249,168, and the Government
will also pay the cost of national defense features amounting to
$136,725. Four vessels were traded in against this construction for
a total allowance of $4,509,000. Two of the vessels were chartered
back to the operator for use during the construction period of the new
vessels.

The contract price for the Lykes Bros. ships was $9,172,000 per
vessel, inclusive of national defense features costing $55,840 with a
tentative construction-differential subsidy of 48.4 percent subject to
adjustment when a final subsidy rate is developed, but not to exceed
50 percent. The construction contract was awarded to Bethlehem
Sparrows Point Shipyard, Inc. Four vessels were traded in against
this new construction for a total allowance of $2,522,000. These
vessels were chartered back to the operator for use during the
construction period.

The contract price of the Mississippi ships was $9,802,718 per
vessel, inclusive of national defense features costing $181,792 with
a tentative construction-differential subsidy of 47.9 percent, subject
to adjustment when a final subsidy rate is developed, but not to
exceed 50 percent. The construction contract was awarded to Avon-
dale Marine Ways, Inc. Four vessels were traded in against this
new construction for a total allowance of $2,541,600. These vessels
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were chartered back to the operator for use during the construction
period.

The contract price of each of the Moore-McCormack vessels was
$10,065,514, inclusive of national defense features costing $80,730
with a tentative construction-differential subsidy of 49.2 percent, sub-
ject to adjustment when a final subsidy rate is developed, but not to
exceed 50 percent. The construction contract was awarded to Sun
Shipbuilding & Drydock Co. Four vessels were traded in against
the construction for a total allowance of $3,177,000. All of the
traded-in vessels have been chartered back to the operator for use
during the construction period.

In addition to the foregoing, the Federal Maritime Board author-
ized a construction-differential subsidy to American President Lines,
Ltd., with respect to the reconstruction of four Mariner vessels. The
domestic contract price was $1,763,150 per vessel and a construction-
differential subsidy of 50 percent was allowed. The construction
contract was awarded to Todd Shipyards Corp.

Following action initiated in fiscal year 1958, the Federal Mari-
time Board executed construction-differential contracts with (a)
Grace Line Inc., with respect to the reconstruction of the SSs. Santa
Eliana and Santa Leonor from C-2 cargo ships to containerships,
providing for a construction-differential subsidy allowance of 48.8
percent of the estimated domestic cost of $3,500,000 per vessel; (b)
American Export Lines, with respect to the reconstruction of the
SSs. Independence and Constitution, to provide for additional first-
class passenger space, with a construction-differential subsidy allow-
ance of 50 percent of the estimated domestie cost of $3,567,000 per
vessel.

On June 30, 1959, there were pending from 9 American-flag oper-
ators applications for construction-differential subsidy contracts to
aid in the construction of 27 cargo ships, 3 combination cargo/pas-
senger ships, and in the reconstruction of 2 passenger ships and 1
C4-type cargo ship to a roll-on/roll-off-type ship. An application
for construction-differential subsidy for construction of one passen-
ger liner was not being actively processed at the close of the fiscal

year due to the fact that no appropriation for this construction was
available.

Operating-differential subsidy

During the fiscal year new operating-differential subsidy contracts
were executed with 3 operators providing for the replacement of
22 vessels. The replacement provisions of these contracts plus the
replacement provisions in the contracts of the 12 other subsidized
operators will provide for the collective replacement of 299 ships
between the years 1958 and 1978, at a construction cost approxi-
mating $4.4 billion. The new contracts were executed with the
American Mail Line Ltd., Gulf & South American Steamship Co.,
Inc., and Pacific Far East Line, Inc., effective as of January 1, 1959,
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to replace their old operating-differential subsidy agreements which
were terminated as of December 31, 1958. The expiration dates of
the old agreements for these companies were December 31, 1960,
December 31, 1963, and December 31, 1962, respectively, and the
expiration date of the new agreements for all three companies is
December 31, 1978. In addition, the operating-differential subsidy
agreement with United States Lines Co. which was scheduled to
expire December 31, 1959, with respect to the SS America, and
December 31, 1965, with respect to this company’s cargo vessels, was
extended to December 31, 1960, and to December 31, 1969, respec-
tively. No change was made with regard to the subsidized opera-
tions of the SS United States, for which the operating-differential
subsidy agreement is scheduled to expire on June 20, 1967, subject
to extension to June 20, 1972,

Two new subsidized services were awarded: one to American Ex-
port Lines, Inc., for service on Trade Route No. 34 from Great Lakes
to Mediterranean, and the other to the Grace Line Inc., for service
on Trade Route No. 33, from Great Lakes to Caribbean. In both
instances these new services were incorporated in the existing
operating-differential subsidy agreements with these operators. )

There were pending new applications for operating-differential ~--
subsidy agreements from eight American-flag operators involving
services on the essential trade routes of the United States, including
those for Round-the-World Service, Europe, the Near East, and the
Far East. Also, at the close of fiscal year 1959, there were applica-
tions for operating-differential subsidy on file for additional services
by two existing subsidized operators.

Of a total of 2,915 operating-differential subsidy rates required
for the calendar years 1947-58, 2,580 rates were completed as of
June 30, 1959. This substantially completes all rates required for
calendar years 1947 through 1956.

As of June 30, 1959, $815,867,768 net advance subsidy payments
(subsidy less recapture) had been made. This amount represents
payment on account to operators from the date of postwar resump-
tion of subsidized operations (January 1, 1947) through the first
half of calendar year 1959. A summary of operating subsidy
contracts is given in appendix A.

Federal ship mortgage and loan insurance

The Maritime Administration during the fiscal year 1959 executed
contracts of insurance for construction loans aggregating $16,807,130,
and mortgage commitments or loans aggregating $50,353,500, made
by banks and other lending agencies, covering the construction or
reconstruction of 8 ships having a total estimated construction cost
of $62 million, as follows: (a) Washington Tug & Barge Co., a
mortgage loan of $360,000 for construction of a tank and deck cargo
barge; (&) Transeastern Shipping Corp., a construction loan of
$8,381,250 and a mortgage commitment of $11,825,000 for construc-
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tion of a tanker; (¢) Isbrandtsen Tankers, Inc., a mortgage loan
of $9,487,000 for construction of a tanker; (&) Black Ball Transport,
Inc., a construction loan of $1,989,630 and a mortgage commitment
of $2,650,000 for construction of a combination passenger automobile
ferry and roll-on/roll-off trailership; (¢) A. & S. Transportation
Co., a mortgage commitment of $380,000 for construction of a sewage
barge; (f) Tanker Four Lakes, Inc., a mortgage loan of $2,250,000
for reconstruction of a tanker; (g) Beauregard, Inc., a mortgage
loan of $2,490,000 for reconstruction of a cargo vessel; and (%) Man-
hattan Tankers Co., Inc., a construction loan of $6,500,000 and a
mortgage commitment of $20,925,000 for construction of a tanker.
In addition, there were administered the provisions of mortgages

/ / executed in prior fiscal years involving 24 companies with original
principal amount of $214,379,000 on 27 vessels.

As of June 30, 1959, there were pending from 16 American-flag
operators applications under title XI of the act for Federal ship
mortgage insurance aid covering the construction and/or reconstruc-
tion of 31 ships at a total estimated cost to the applicants of approxi-
mately $389,911,000, on which insurance has been requested covering
estimated construction loans of $203,210,000 and estimated mortgage
loans of $325,484,000. :

A title XTI default occurred in February 1959, involving the SS
Leilani, owned by Hawaiian Textron, Inc., for which a mortgage
loan of $2,625,000 had been insured in January 1957. This default
required the payment to the mortgagee of insurance in the amount
of $2,380,255.22, consisting of principal of $2,333,338.84 and interest
of $46,921.88. Upon default and foreclosure of the mortgage, the
vessel was acquired by the Maritime Administration and at the close
of the fiscal year plans were being formulated for the sale or charter
of the vessel. The program from its inception to June 30, 1959, in-
volved the construction or reconstruction of 37 ships with a total
mortgage coverage in excess of $271 million.

Other forms of construction aid

As of June 30, 1959, balances in 9 construction reserve funds totaled
$14,037,734.43 compared with $18401,375.85 as of June 30, 1958, in
12 construction reserve funds. One additional fund was established
during the fiscal year 1959 and four funds were closed. Deposits in
the construction reserve funds during the year amounted to $99,437.27,
and withdrawals totaled $4,463,078.69.

In addition to mandatory deposits required by statute, voluntary
deposits, on a tax-deferred basis, of free earnings of subsidized opera-
tors were authorized in the total amount of approximately $19,066,000,
for nine operators. As at the close of the fiscal year 1959, there was
pending one application for authority to make a voluntary deposit of
$500,000 from 1958 free earnings. Also pending were applications
from four subsidized operators for trade-in allowances on old vessels
to be applied against the construction cost of new vessels.
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Aid to vessels over 20 years of age

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

Trade routes

The essentiality and U.S.-flag service requirements of nine of the
U.S. foreign trade routes were reviewed, and limited reviews were
also made of two other routes. These reviews, made in accordance
with section 211 (a) and (b) of the Merchant Marine Act, 1936, in
addition to determining their essentiality and service requirements,
resulted in the consolidation of Trade Routes Nos. 29 and 30 into one
route (Trade Route No. 29). Included in the completed reviews is
one newly established Trade Route—No. 34 (U.S. Great Lakes/Medi-
terranean), and studies are underway to determine the essentiality of
routes between the U.S. Great Lakes and other foreign areas. At the
end of fiscal year 1959 there were a total of 33 trade routes and three
services described as essential to the foreign commerce of the United
States.

Ship Operations and Repair

Oceangoing traffic

The volume of oceangoing traffic continued at a greatly reduced
rate throughout the fiscal year. Primarily affected was the world
chartering market which, due to its depressed condition, resulted in
an unprecedented number of ships being laid up, predominantly
tankers and dry cargo tramps. Consequently, the worldwide charter
rates continued their downward trend of the previous fiscal year,
reaching new lows which were considerably below the Maritime Ad-
ministration’s fair and reasonable rates and generally were not com-
pensatory for U.S. operators in the bulk trades. The liner trades
were affected to a lesser degree. The factor materially contributing
to the reduced volume of traffic was the decline of U.S. exports (com-
parison of the first 8 months of fiscal years 1958 and 1959 indicated
a drop of 12 million tons). In this connection, while U.S. export
grain shipments exceeded those of the last fiscal year by some 3.5
million tons, this increase was more than offset by a decrease of ap-
proximately 15.6 million tons in coal exports. Other factors which
contributed to the depressed market were: the continued presence and
further advent of large, modern, and faster foreign-flag freighters;
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the increasing number of large tankers under foreign flag adaptable
to handling bulk grain or petroleum, and their ability to fix at rates
with which most dry cargo operators could not compete.

The Maritime Administration continued to maintain liaison with
other U.S. Government agencies in order to assure compliance with
the requirements of the Cargo Preference Act, Public Law 664, 83d
Congress. In the administration of Public Resolution 17, 73d Con-
gress, the Maritime Administration continued to advise the Export-
Import Bank on shipping arrangements of exports financed under
the Bank’s loan credits. A number of waivers of the exclusive
U.S.-flag requirement were authorized, as provided by the law, per-
mitting foreign-flag vessel participation in cargo movements generated
by Export-Import Bank loans.

Charters and general agency operations

During the fiscal year the operation of Government-owned ships
under bareboat charter decreased from 11 to 7, due to normal expira-
tion of charter agreements, and review of charters in effect by the
Federal Maritime Board, in accordance with Public Law 591, 81st
Congress. Three of these ships, including the two experimental
Libertys John Sergeant and Thomas Nelson, were in the offshore
trade and four were in the Alaska trade. At the end of the fiscal
year, there were 26 ships operating under use agreements. These
ships included 14 which had been traded in on new construction during
the fiscal year and 12 which had been traded in during fiscal year 1958.

At the beginning of the fiscal year there were seven ships on assign-
ment to three general agents to meet requirements of the Military
Sea Transportation Service. At the close of the year this number
was reduced to four ships operated by two general agents for MSTS
account, of which three were refrigerated ships in the Pacific area
and one experimental Liberty ship in the Atlantic area.

Ship custody

At the close of the 1959 fiscal year, there were 2,060 ships in the
reserve fleets. During the year 197 were taken into the fleets and 211
were withdrawn for a net decrease of 14 ships. The ships taken
into the fleets consist of 108 employed in the grain storage
program, 6 redeliveries from bareboat charter, 80 redeliveries from
loan to other Government agencies or delivered by them for temporary
or permanent layup, and three delivered under the trade-in-and-build
program. The ships withdrawn from the fleets consist of 102 for
employment in the grain storage program, 12 loaned to other Govern-
ment agencies or returned to them from temporary or permanent
layup, and 97 for sale. These ships were assigned to the various
fleet sites as follows:

Hudson River_____________ 182 | Beaumont ________________ 213
James River______________ 8756 | Suisun Bay.___.____________ 346
Wilmington - _______ 283 | Astoria __________________ 211
Mobile - __ 292 | Olympia . __________ 158

8



The basic preservation of all ships in the fleet reached 97.5 percent
of completion, and 23 percent of the recurring preservation workload
was accomplished at the end of the fiscal year.

In accordance with section 11(a) of the Merchant Ship Sales Act
of 1946, a review was completed relative to the selection of ships for
continued retention and for use in a national emergency. The re-
view, which was approved by the Secretary of the Navy, resulted in
the selection for retention of 922 ships out of approximately 2,050 in
the reserve fleet. The remainder, mostly Liberty ships, will be dis-
posed of by scrapping over a period of about 10 years. The current
status of this disposal program, involving 300 ships, is reflected under
the section of this report titled, “Ship Sales and Transfers.” From
time to time surveys will be made of tonnage available to fill emer-
gency ocean shipping requirements, and it is expected that the number
of priority ships will fluctuate as better classes are taken out of serv-
ice and laid up in the reserve fleet.

At the end of the 1959 fiscal year, 180 ships loaded with grain for
the account of the Commodity Credit Corporation, Department of
Agriculture, were moored in 4 of the reserve fleets. During the year
there was a net increase of six loaded ships in the grain program.
Since the inception of the program the reserve fleets have been utilized
for the storage of approximately 136 million bushels of grain.

Ship repair

There were conducted during the fiscal year, 2,653 shipboard inspec-
tions to verify the necessity for and the satisfactory completion of
repairs to subsidized ships. In addition, 69 full condition surveys
were made to determine ship condition at time of changes in status
under subsidy agreements. There was a review for subsidy eligibility
of repair summaries from 15 subsidized operators, and of the $39.5
million submitted for subsidy participation, $4 million of repair
work performed was found to be ineligible.

A variety of other ship surveys and reviews of repair reports were
made, including those to: (@) ascertain the condition of Government-
owned ships at time of delivery or redelivery from charter; (b) de-
termine the condition of ships on which the Maritime Administration
has a preferred mortgage; (¢) decide the propriety and reasonable-
ness of repair costs of vessels operating under General Agency agree-
ments; (d) appraise the condition of ships being traded in; (e)
assure compliance by purchasers with provisions of contracts covering
the sale of ships for scrapping purposes; and () establish the validity
of claims for allowances submitted by purchasers of certain Mariner-
type ships.

Research and Technical Development

There was continued during the fiscal year a research and develop-
ment program designed to provide progressive leadership in mari-
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time technology. In this connection the agency procured the services
of the National Academy of Sciences to review maritime research re-
quirements and to formulate a planned program which would accom-
plish as its basic objective a coordinated industry-Government effort.
At the close of the year the National Academy of Sciences had or-
ganized the program under a Maritime Research Advisory Committee.
The Maritime Administration, in carrying out its research and tech-
nical development program, utilizes the professional and technical
skills of its staff, as well as the assistance of some of the foremost
engineering and research firms.

During the year efforts were directed to the following areas: (a)
ship operations, which included basic considerations and/or studies
of marine collisions and possibilities of improvements or additions
to marine equipment, displays and techniques for bridge control;
shipboard organization and activities; navigational and operational
problems on the St. Lawrence Seaway ; automation of ship and port
facilities; antifouling paints and other techniques for preservation
of ships’ hulls; (b) aedvanced ship concepts, including basic considera-
tion and/or studies of high-speed conventional type ships, container
ships, merchant submarines, hydrofoils, and the levitating ship con-
cept; (¢) ship construction components and techniques, embodying
studies involving the design criteria for utilization of gas-lubricated
machinery bearings and gas-turbine-driven generators; development
of damage control equipment; use of ductile iron to provide shock-
resistant machinery ; design and testing of shipboard cargo-handling
systems; fireproofing and ratproofing of ships; and studies as to the
habitability of crew accommodations.

Related to the foregoing, the following contracts were awarded:
Dunlap & Associates, for a study of marine collisions; Grumman Air-
craft Engineering Corp., for a design study and testing relative to a
high-speed hydrofoil seacraft; Sierra Research Corp., for the procure-
ment of a set of seakeeping instrumentation; Southwest Research In-
stitute, for the study of shipboard organization and activities; Stevens
& Wood, Inc., for the development of vessel ratproofing techniques;
Raymond Loewy Associates, for the development of crew accommoda-
tions and furniture; Solar Aircraft Co., for construction of a gas
turbine ship’s service generator set; and Stevens Institute of Tech-
nology, for engineering service and facilities for studying the hydro-
dynamiec characteristics of surface and underwater bodies.

In the nuclear ship field, other than the construction of the NS
Savannah, the Maritime Administration and the Atomic Energy
Commission continued their efforts toward achieving the design and
construction of nuclear-powered merchant ships which would be
economically competitive in foreign commerce. In this connection,
contracts were awarded during the year as follows: General Dy-
namics Corp., for design and model testing of a nuclear-powered
submarine tanker; Ford Instrument Co., for the study of nuclear
prototype powerplant installations in merchant ships; Todd Ship-
yards Corp., for the study of maintenance and repair of nuclear-
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powered merchant ships; Esso Research & Engineering Co., for the
study of the application of petroleum and petroleum products to the
shielding and operation of nuclear powerplants; and George G.
Sharp, Inc., for naval architectural, design, and engineering services
related to the application of nuclear power to ships. Other significant
studies being made, utilizing the facilities of contractors through
contracts awarded in previous years, include the gas-cooled, boiling
water, and the organic-moderated reactor plants, nuclear-powered
tankers, containment optimization and development of methods for
shielding, safety and accident considerations, nontechnical operations
and environmental studies, and nuclear prototype powerplant
installation.

Finally, the Maritime Administration continued to play an im-
portant role in the design, construction, and operation of modern
ships through its participation in the activities of international, inter-
governmental, and Government-industry committees and associations,
and through the contributions of individual staff members to the
professional societies.

Ship Construction
NS “‘Savannah® '

Substantial progress was made during the fiscal year in the con-
struction of the nuclear-powered merchant ship, the NS Savannah,
authorized by Public Law 848, 84th Congress. At the close of the
year the hull was 85 percent complete and the machinery was 48
percent complete. The scheduled launching of the ship was fixed for
July 21, 1959, with Mrs, Dwight D. Eisenhower as sponsor.

The States Marine Lines was selected as General Agent to operate
the NS Savannah, and the Babcock & Wilcox Co. was selected to train
the engineering and deck officers for the ship.

Through the joint efforts of the Maritime Administration and the
Atomic Energy Commission, acting within their respective spheres
of responsibility for the construction of the NS Savannah, the follow-
ing were accomplished :

1. Establishment of a committee, composed of representatives
of the Maritime Administration, Atomic Energy Commission,
the New York Shipbuilding Corp., the Babcock & Wilcox Co.,
and States Marine Lines to insure safe operation during the
vessel’s startup, tests, and trials.

2. Crystallization of plans for the fueling of the reactor in the
spring of 1960, tests and trials from June to January 1961, to be
followed by an experimental period of operation of the vessel
in limited commercial service. The limited commercial opera-
tion, approximately 18 months, will resolve many of the legal,
regulatory, operational, and technical problems which will arise
from the operation of a nuclear ship in world commerce.

3. Appointment by the Maritime Administration and the
Atomic Energy Commission of a task force group to identify
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the nonengineering problems related to the acceptance of the
NS Savannah. The group initiated informal discussions with
maritime and nuclear regulatory agencies of the United King-
dom, France, Germany, Denmark, Norway, and Sweden.

With respect to the maintenance and repair of the NS Savannah,
a contract has been let with the Electric Boat Division, General
Dynamics Corp., for the detailing of shore facilities requirements.
In addition, a contract was let with Todd Shipyards Corp (executed
July 9, 1959) at a contract price of $569,165 for construction of a
nonpropelled shipside servicing barge.

Finally, considerable efforts have been directed to assess and mini-
mize potential environmental hazards resulting from nuclear-ship
operation, to minimize accidents and their effects, and to provide
for the maximum degree of safety. These efforts have been coordi-
nated with the U.S. Public Health Service, U.S. Weather Bureau,
U.S. Coast Guard, American Bureau of Shipping, and State health
agencies,

Other construction

The total number of merchant ships under construction, conversion,
reconstruction, or on order in U.S. privately owned shipyards again de-
creased due to the reduction in the backlog of construction on order and
the small number of new contract awards during the year. In summa-
tion, at the end of the fiscal year 72 ships were under construction,
conversion, or on order, providing approximately $769.4 million
worth of work to the industry. Of this number, 29 ships, having
a construction value of $307.3 million, were under construction or
on order under the subsidized operators’ replacement programs, and
3 ships with an estimated construction value of $71.4 million, were
delivered during the year.

At the beginning of the fiscal year, 21 ships were being constructed
under Maritime Administration contracts. Of these, one passenger/
cargo ship for Grace Line Inc., and two passenger/cargo type for
Moore-McCormack Lines, Inc., being constructed under Title V,
Merchant Marine Act, 1986, were completed.

Contracts were also awarded under Title V, Merchant Marine Act,
1936, for the construction of ships under the subsidized operators’
replacement programs which are reflected in the section of this report
titled “Construction-differential subsidy.”

Criteria for implementing the provisions of Public Law 805, 84th
Congress (amendment of sec. 502(f), of the Merchant Marine Act,
1936), were restudied during the year and revised in certain respects
to facilitate their applicability. While all contract awards are con-
sidered as to the applicability of this public law, no allocations of
contracts under its authority were made during the year.

A summary of new ship construction as of June 80, 1959, is con-
tained in appendix C.
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Ship conversion and reconstruction

Contracts were awarded during the fiscal year, under Title V, Mer-
chant Marine Act, 1936, for reconstruction of eight vessels. These
included two passenger vessels, the SS /ndependence and SS Con-
stitution, for American Export Lines, Inc.; four C4-S-1a cargo ves-
sels for American President Lines, Litd.; and two C2 cargo vessels to
container vessels for Grace Line Inc. The two passenger vessels
for American Export Lines, Inc., and three of the four cargo vessels
for American President Lines, Ltd., were completed during the year.

Shipping Studies and Reports

Considerable effort was expended in the conduct of special studies
and the preparation of a variety of reports to be utilized in con-
nection with hearings before the Congress and the Federal Maritime
Board. Special reports also were prepared for the Department of
Defense and in response to studies and meetings of the Planning
Board for Ocean Shipping, NATO. These reports reflected the status
and employment of American-flag ships in the domestic and foreign
trades, competition of American-flag and foreign shipping on certain
of the principal trade routes, and the characteristics of ships of the
American merchant marine.

Ship and cargo data

The collection and processing of reports of ship operations in the
foreign and domestic trades of the United States continued on a
slightly reduced scale; the reduced oceangoing traffic resulted in the
receipt of approximately 60,000 reports of entrances and clearances
of ships in the foreign trade of the United States, which was approxi-
mately 4,000 less than received in the previous fiscal year. Data on
foreign-flag competition encountered by U.S. steamship companies
operating on 44 subsidized liner services during 1958 were prepared
for use in calculating ra