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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 28

. 00T 20 1832
. 0 .
CTzo \
The Honovable
The Séeretary of lommerce
My desr ir. Secretaryt

Eafaranée is made to letier dated Cetober 15, 1552, iroam the

Acting Leoretary of Commerce, requesting & dscision on the following

questions)

™) May the cost of the propoged work on the 55 PRESIDENT CLEVELLND
and the S5 PRESIIEWT WILSCN be charged to the Vessel Uperations irevolving
Fund or any other appropriat.ion'-‘

. %{(2) It your answer to the first question 1s in the negative, will
‘there be any objection to the I\trt.har amendment of the charter a&s ocutlined
sbove , md

_ "(3) day ahart-e.jr hire from these ships under the circumstances oi
their present partial use in support of the United 5States Sefense effort
and installations in the Yacific area be c:reditad to the Vessel Operations
Bevolving Funar™ '

The &, 3'. President Clwelaml_nnd S5, 85a President LWilson are now

under barebost charter o American President lines, Ltd., under contract
Ko, i&-hﬁi, li__i".fqetive .Ju_l:,r 2, 1952, and Addendum %o. 1 thereto, effec~
tivs Septllbar 5, 1952, for operation in combination passenger-freight.
servios "L on trads route io. 29, shich has been determined to be an
o'éaa:itinl_foreign t.r#de route as'providad by sectlon 211 of the .er-
chant xerine Act, 1936, L9 Gtat. 1965 It ie stated in the Acting

Sneratary‘é lstter that these vessels, pressntly bein: used in support

of the natlonal defenss proyram, urgently require the correction of a
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perious corroglve condition which has srisen where aluminum is joined

to the null steel on the exiterior of the superstructure and that such
mdition, which is due io chemical reactions caused by the contagt of
dissizilar metals in the presence of sali water, will become progressively
werse unlegs alhrat.j.oxi"g b.re now nade in the structure of the vessels.
Alse, this repair work is!stated not to be an obligation of the charterer
and’that-.‘_i.f not perfurm& until thfo expiration of the present charter,
would cost the Covernment & eonsiderably greater amount. The saritime
Administration has already agreed, by iddendum Bo. 1 to the present
charter agreemsnt, to mka such repeirs at this time conteaplating the !
use of the Veisel Operations nevelving Fund.

™he Vessel Operations bevolving Fund was established by the Third
Supbhmtal Appropriation Act, 1951, Public Law 45, approved Jume 2,
1951, 65 Stat,. 59 which provides, in pertinent part, as follows:

"Yor working capital for the 'Vessel Dbnrations Eaiolvnig fund,?
wideh iz hersby c¢rested for the parpose of carrying out vessel operating
functions of the Jecretary of Commerce, including charter, operation,
maintenance, repair, reconditioning, and bettsrsent of merchant vessels
wder the jurisdiction of the Secretary of Comuerce, 20,000,600, to
remain available until expended.

. "Botwithstanding any other provision of law, rates for shippisg
porvices rendered under szid Fund shall be prescribed oy the Secretary

of Commerce and the Fund shall be credited with all receipts from vespel
operating sctivitiegs conducted thereunder: * # ¥ ® (Underscoring supplied.)

It ig clear that the Fund was creaied for the gpecific purpase of

oarrying out vessel operating functions of the Secratary of Commerce
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'!u_:lmﬂng ‘charter, opsration, mainignance, repsir, reconditioning, and
u'tgunnt ar merchant vessels under Ihis jurisdiction and that all re-
caipts froa vesssl opersting activitics conducted umder the Fund sre to
be credited therete. The doubt in the maiter is due to the Office dec:l-_—
sion of October 22, 1951, B-105693’,ﬁ to you, wherein it is stated that
receipts from charters properly may be creditad to the Fund only if the
chartered vespel is baiﬁg operated in gn activit.:,; conducted under the
pregras far the finanging of which the Fund was esteblished, as distin-
gnishul tm_a. charter not comnected with such activities such as the
cu':m- of the ao-called *Good Neighbor Fleet® operating to South Americs.
As indicated in that dacitinn, the peed for t.kn resstablisiment of t-hn
vessel opsrstions function substantially sinﬂar to thet carriod Dn by
the War Shipping Administration during World %ar II was the innre_a.aLd
demtnd for.'ﬁlt_. shipmant of supplies, materiale and pther items resulting
n-;: the nlth:ml defense lnd ot.haf pmosrm. The propoged prbgran! under
she Fund 1m1'nd pr:l.narﬂ; the cperation of addit-iml umh :t'or the
Gomnt by utahl.i.shod private operuturs uting as gemnl agants of

the Adainistration: Sints the S; 5. President Cleveland and the s. Se

- President Wileon, like the *Good Neighber rlset.,“ are being oparau\d
undsr bareboat charter prlmrila for normal peacetime purposes, as id:ls—
Mnguhlud fm the pnrpanes for which the ‘Jesnal Gperations Eevolving
Pund was utablhhnd, and were so operated prior to its eltablishunt

1t_mu-c1_ur that they are not performing veasel operating activit.iea

under the Fund sc 2s to authorize crediting the charter hire therefrom
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It 1s understood that the Xaritime Administration contemplated
saking no ﬂﬁirn to vessels not operated under the rund, and conse-
quently, no appropriation for this purpose was requested. This shori-
sightednens on the part of the Administration has caused the present
dilexna. The Vessel Operations Fevolving Fund was created "for the
perpose of carrying eﬁt vessel operating functions of the Secretary of
Commerce including # #-# pepair, reconditioning, and betterment of
-'rehmt'.vu'uh under the juriediction of the Secrstary of Commerce.*
It hhliﬂ'd that th:Ls pr '.iai..on of law relates to vessel operating
functions ior which the Fundimas crested and generally it will be 50
considered. Hﬂum, tne'm 1n hron.dand since to delay waldng

the repairs. would cost the Covernment @ considerably greater amount the

Gearal Asobunting Office will not chjeet to charging the cost of tne
repairs, under the particular sircumstances of this case, to the Fund,
lceordiugly, in reply to gquestion (1), the Vessel Uperations Re-
volving Fund may be dﬁrgad with the cost of the propoaed work. CGues-
tiom {1)-&& annere_d_ in the affirmative, wo aﬁmr to_qaaa;ion (2)
t_l_mqu.i.rnd,__l_lnd qn-a.t.ian (3} is answered in the "mgat.iva-,

Sin&re]y yours,

Lindsoy €. Werion

GComptroller General
of the Unlted States:






