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COMPTROLLER GENERAL OF THE UNITED STATES ] q 7
WASHINGTONM 25

DIGEST - NG CIRCULATION
22098 SEP 2 71955
i 129 sep2? B

E Honorshls Spessard L. Solland
United States Semate

Dear Semater Holland: |

Your latter of August k, 1955, ecknowledged August 5 and 23,
traamits a lettsr to you deted Angust 3, with enclosares, frob
Wr. Koward C. AMans, Vios Fresident of the Pasifie Far Esst Line, Ino,
You request cur visws om a propasal set ouf in ¥r. Muw' lettar
regarding the chariaring of vessels in ths raserve flset and the use
of the "Vesssl (parstions Hevolving Fund, Maritime Activities™ fer
payment of the sxpenses ineident te putting such vessels in slass

LR a g

Ho statez that the c0st o the Qovermasnl for putiing e
vesmls in ssaworthy condition for barehess charter hire for sach
sargo wovemsnt would gverage spproximately §150,000 per vesssly and
that ths oost of breskout end lay-up of esch vessel, which coat
would be barne by the operaters, would spproximate §35,000. The
sppruxinste bavis charter hire rate for a [idariy shiy and the cun-

1 tingant eharter hire to be paid by the charterer to the Governmsnt

are sat forth ia his latter.

The Maritime uininistration, it ia's

the veasels are available for ¢h

% the Herchant Ship Salss dct

provisions / soetion S(e){l)
3 of s act of June 0,

m. a: MO m 50 p! sh C-- ‘PF. M(Q)’ “‘ m‘ b mu“l
Accounting Offise has teken the position that the set establishing
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the Vesasl perztions devolving Fumd iimils expessiitures thereirom
to national emergency msttars, as distinguiahed {rom normal peaeco-
tins gomnereisl asiivitics.

The priaary question presented by Hr. idams' proposal is
uhethey the "Vemwel Jperstions Revolving Fund" is legslly avaliable
for expenditures involved ir putting national defense reserve flast

vasoels - in s for bareboat charter 45 sngage in the normal som-
mre reportation of transpacifie sargo. The fund was eatedb-
bt by the Third Supplemental ippropristion Act, 1951, 65 Jiat.

59) the pertinent provisions of which road as follewas L

"ror working cupitel for the 'Veasel Operationsz
Revolving Fand”, which 1z hereby ereated for the purpose
of carrying out voasel operating funotions of ths
Secretary 5f Commaree, including charter, opsration,
meintenanoe, repalr, recondlitioning, and botterwent of
merchant vessels under the jurlsdicticn of the Seeretary
of Commsros, §$20,090,330, %o remain avallabla until
expended.

Rotwithstanding any other :mrovision of law, rates
far shipping services randered under said Fund shall be
preserided Ly tha Seorestary of Commeros and the Pund shall
be aredited witk all raceipts {rom vaszel opgrating astiv-
itiss sarducted thareundsrs 1 % =®  (Undersgoring supplied.)

By lefters of OJctober 22, 1951, #-105693) and Ootober 20, 1552,
W-112395) o the Seoretary of Camuerge,; ¢oples attashed, ihis Xfice
in effect considaered the quastion involved in the present mattar.

In visw of the provisions of the act eetablishing the fund snd its
lagislative history, it was there held that receipts Irom charters
Properly may be oredited to the furd only if the chartersd vessel s
being opargted in an agtiviity conducted undsxr the program for ths
finaneing of which the fund was ssiablished. Thet is %o sgy, & fund
astivity relating to the shipment of supplies, materials, and other
items resuiting frux the national defenss and otimr programs by
eatablished private operators aeting as genaral egents of the
Administration, as distinguished from & charter hire not connsoted
with such agtivities, such as & charter for normal pescetime cowmar-
ginl purposes. As a corollary to that eonclusion it necesswrily
follows that expenditures authoriaed by the fund for vessel charter,
speraticn, ete., may not bs regarded hare in any differemt 1ight and,
therelars, are subject to the same limitation.

The sffect of the contention in #r, Adsms’ proposal, reportet
Yo be atquisaced in by the Maritime sdainiatration, is that the
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Vesssl Oparations Rovolving Fund was ssteblizhed alse for the pur-
Aot of

poses of the eited soetion S(e}(1) of the Herchant Ship Sales
1948, a0 emended. With thet view we emnnot agree. That law 3#
designed to authoriss the Seoretery of Cocamrce, sudject to Uw spe-
oific eonditions ad procedures provided thoyein, to make Govermment-
owsed cargs veamls availabla for barebodt uwe in elther foreign or
domastic nomal coomereial trada. The seops end exteat of sush law
is sptly swmmarised in the following statament appearing o page 5
of Senate Raport No. 1763, 6lst Congress on 8. 3571 vhich begsme the
eited ast of Junw 30, 1950, _ . :

“It i3 \herefore provided in the i1l {ssc. 3) that if
after a public hearing the Federsl Haritime Board finds
that it 48 in the publie interest to chartsr Governrsnt-
onined vessals for use in a sorvice not sdequately served
and privately owted veseals are not available on resson-
shle conditiona and at rezsonzbdls rates, the Seuretary of
Commeroe may bare-boat charter war-built carge vessels for
use in that serrice. The provisions of tie 3hip Sales ict
- of 19L6 govern the terms and conditions -which sugh
gharter can De made.” (UDdsrseoring .

Coneamning the veszels whieh =y be chartered the provi-
sions of the Merchant Ship Salas Ach aof 1946, s od, 1t 1 .
ocbperved that sestion B(d, thargof (69 Brat. Q’ ﬁ U, 5. 8. m-
1ThS(d)) provides that all monsys received by the Secretary undes

- the ast shall be doposited in the Treasury of the United States io
the aredit of niscellanssus receipts. In view thereof, it saews -
slgar that, even if it wrs otharulse proper to malts axpenditures -
from the Tund for putting vesaels shartered wmler the provisions of
ssotion 5(0){1) in class, the srediting of the sharter fees and
other recaipts resulting therefrom to the fund would contrevans Whe
paeifie direstion of tim Congress a3 to the dispesitien of sueh
Teceipts wwt, therefore, would be lsgally improper.

Tass, the astion heretofers taken by this Offige in regard to -
the svallability of the Vesssl Opergtions Revolving Fund has beon o2
the bssis that each of the twe sots consarned contaxplated the agciom-
Plishoent of & differwnt bareboat sharter progrss, sud that eash
should be given sffect independantly of the other. Since te -
Congress has seen fit to linit the uss of the fund to veasels being
sperated in astivities sonducted under the progrxa for the fimancing
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Accordingly, wa do nat fesl

that Mr, AMdoms' proposal i3 legally proper.

Sinoerely yours,

Frauk §. Weitzed
Actit€ Comptroller General
of the United 3tates
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of which the fund wes established, we bolieve that other uses abould
He. Adens' letter with suolomires 48 returned herewlth as

not be addad themto Ly comstruntion.

requested,
Enclosures--5






