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PREFACE

Savings aggregating millions of dollars annually have been
made possible by fundamental 1mprovemﬁﬁts of a Goverrment-wide nature
and the maééfhization and streamlining of accounting methods and sys-
tems of individual departments and agencies. fh;ﬁimpetqs fq? institut-
ing ﬂhéée‘dhénééé‘ih fiécal procedures was provided in the recommenda-
tions of the Hoover Commission as submitted to Congress February 15,
1949,

The pilot installation, or "guinea pig", was the Military Sea
Transportation Service, a military agency within the Navy Department
to which the author had been assigned as Assistant to the Comptroller
after recall to active duty in November 1950. This material is pre-
sented in an effort to deseribe and demonstrate how these fantastic
savings have been effected.

The author acknowledges his indebtedness to the officials of
the Military Sea Transportation Service and in particular its Comptrol-
lers for their leadership, vision and determination which made the re-

vised fiscal procedures a success, The generosity of these officials
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has alsc made it possible toiin¢lu@a5gith;n these pages both in text
and appendices interesting data which otherwise would not normally
 be available,

The following civilian and military personnel within the Of-
fice of the Comptroller were extremely helpful in the preparation of

this manuseript:

W, Ce wiley” Deputy Comptroller MSTS
E. T. HeAdam: Head, Accounting Branch
- Glenn E. Taylor. Head, Budget Branch
J. P, Feeley Head, Statistics and Analyses
_ Branch
Lt. W, Lo Strong, $C~USM : Assistant to Comptroller

‘Ceci) F. Jones
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- . CHAPTER I
INTRODUCTLON

On Jmmary 17, 195h, an m'ticla,highly eritical of prevailing
military a.ccmmting systems, appeared in the Richmond Times Dispatch,
This Associated Press release reported the results of an investigation
of financial management in the Department of Dofense, Army, Navy and
Mr Force which had been conduoted by a subcomitt.ee ‘of the oenate
Exmaa Forcas Cormittee under t.he leadership of ‘Senator Flanders, for-
‘mer bmker and industrialist. In mzmary, this report concluded that
i Congressional directiVea oi‘ 19&9 to install adequate and accurate ag-
counting systa'as had not been complied with, ‘moreover, i{: was appall-
ing bo find the present. militax:y accounting systw;x had been Jerry-
nzvbuilt ainca the days of Genrge taehington.’ Soma progress hmi effected
soma savin;rs but tha overa.ll rocoxﬁ for the four yaar period was def-
.Tinitely not, aatisfactory.l‘

o oarieus wealmesses exist. in the intemal operations of t.he

le. Richmond Times Dispatch, January 17, 1954,



Federal Government in the fiscal field, These weaknesses of neither
knowing exactly whét money is wanted for nor what was acéomplished
with it penetrate into every governmental transaction, Moreover, the
problem is not new, Present fiscal practices date back to their found-
ing father, Alexander Hamilton, who in the 1790's was concerned with
annual Government expenditures of only $4,000,000,000, Subsequent
patched-up procedures to account for present day expenditures of ap-
proximately $40,000,000,000 have proved cumbersome and outmoded,veven
to the point of precluding capable management and dulling individual
initiative.

I. HOOVER COMMISSION

Pursuant to Puﬁlic Law 162, 80th Congress, approved July 7,
1947 the Commission on Organization of the Executive Branch of the
Government, was created and the Honorable Herbert Hoover was prevailed
upon to serve as its Chairman. This unofficially-titled "Hoover Com=
‘ mission" began by defining 24 principal organizational and management
problems and assigning special research groups or "task forces" to each,
Two of these problems were Budgeting and Accounting.

After lengthy study, the Commission determined that budgetary
and accounting procedures being utilized confused Congress and the tax-
payers and rendered effective administration almost impossible of at-
tainment, Its recommendations as adopted were designed to assure come
plete and correct answers to (1) "What is the money wanted for?" and

(2) "What do the taxpayers get for it7"2

2« MeGraw-Hill Company, Inc., lloover Commission Report, po. 33-34.



These recommendations so designed to promote economy and effi-
clency through the establishment of uniform budgetary and accounting
procedures were embodied in Title IV, Sections 401 to 406 inclusive of
Public Law 216 - 8lst Congress, entitled "National Security Act Amend-
mont.s of 1949%, |

ITI. MILITARY SEA TRANSPORTATION SERVICE

The first large government agency to adopt these radical pro~
cedures and changes was the Military Sea Transportation Service, the
consolidated shipping agency responsible for providing all ocean trans—
portation of cargo and passengers within the Department of Defense,
which on July 1 1951 effected its transition from the appropriation «
allotment fiscal basis to the prescribed revolving fund - accrual basis,
This agency had been created in 1949 within the Navy Department under
the military command of the Chief of Haval Operations but answerable
directly to the Assistant Secretary of the Navy on procurement matters,
Whereas its operational mission was to provide services for the several
military departments, it was not established as a separate government
corporation; such as, Tennessee Valley Authority or Reconstruction Fi-

nance Corporation,
IIT, ASSISTANT TO CO4PTROLIER

This writer, a Raserve Officer with commercial accounting ex-
perience and holder of a certificate as Certified Public Accountant in



the State of Virginia, was recalled to active Naval duty in November
1950 to assist the Comptroller of the Military Sea Transportation Serv-
ice in devising and installing ail fiseal procedures deemed necessary
to implement the recommuendations of the Hoover Commission., As an Assis-
tant to the Comptroller, this writer participated in the procedural de-
signing and compilation of the Comptroller Handbook and supervised the
actual transition at three field installations; New Orleans, Louisiana;
San Juan, Puerto Rico; and Balboa, Canal Zone., Subsequently, the task
of organizing the Internal Control Branch at Headguarters was under-
taken and several field inspection audits were conducted, In these
capacities, the workings of the cumbersome allotment system and the
custom-built accrual system were observed in detail by this writer,

IV, PURPOSE OF THESIS

This thesls, based upon this writer's actual participation, is
written to describe the efforts made by one military agency to comply
with Congressional directives and adopt pertinent commercial account-
ing and budgetary practices and procedures, ‘



CHAPTER II

APPROPRIATION ACCOUNTING
I. CONSTITUTIONAL PROVISION

In the national constitution of the United States only brief
provision is made concerning expenditures, appropriations, and ac-
counts:

The Congress shall have Power--To raise and
support Armies, but no Appropriation of Money
to that Use shall be for a longer Term than
two years:

No money shall be drawn from the Treasury,
but in Consequence of Appropriations made
by Law; and a regular Statement and Account
of the Recelpts snd Expenditures of all

public Money shall be published from time
to time,3

In both provisions, the term appropriation is used. An ap-
propriation may be defined as an authorization by the legislative
body to make expenditures and incur liabilities for specific pur-

poses,

3+ Anderson, William, American Government, p. 738.




II. BUDGET AND ACCOUNTING ACT OF 1921

The Budget and Accounting Act of 1921 created two important
fiscal agencies: the Bureau of the Budget and the General Accounting
Office, The Budget Bureau is attached to the Treasury Department but
assists the President directly in formulation of the annual budget
presented to Congress, The General Accounting Office, however, enjoys
an independent status. Its head, the Comptroller General, has final
say on the validity of expenditures and reports directly to Congress.

Bureau of the Budget. The Bureau of the Budget is respon-

sible for the collé¢tion and screening of =211 departmental expenditure
estimates within the Federal Covernment and preparation of the tenta-
tive budget for submission to Congress by the President, In Congress,
the Committee on Appropriations conducts extensive investigations after
which appropriation bills are prepared, W¥hen passed, regular appropria-
tions provide for the necessary expenses of all departments and agen-
cies for the fiscal year beginning July 1lst but will be available for
two additional years thereafter to cover commitments made during the
year under review, Appropriutions for specific projects, however, are
available until either the project is completed or funds are exhausted,
Once the appropriation acts have been passed and the new fiscal
year is imminent, administrative controls over expenditures mst be
established., Accounts must be set up for each agency or depaftmant
covered in the appropriation acts, and the funds available entered

thereon., Several problemns arise immediately. Will each agency spend



its money too quickly and have to come back for a deficiency appropria-
| tion before the year is completed? Will the money be used for author-
ized purposes only? May new uncontemplated prdjecta be started?

Allotment control. In order to provide some control over ex-
penditures, the Act of 1921 authorized the Director of the Bureau of
the Budget to apportion each agency its funds on a monthly basis and in
retﬁm receive monthly reports from each agency on 1ts rate of expen-
ditures and other commitments to date to assure its keeping within its
apportionments.

Allotment reporting. Each agency or department granted funds
mst, in turn, teke steps to control its budget properly. Its organi-
zational segments must submit requests for funds, or allotments, fully
substantiated as to the rate of need; that is, equally by months or
quarters, or varying if influenced by seasonal or cyclical fluctuations,
A1l such subsidiary requests are tabulated within the agency and revised
to agroe with the échedule of availability of funds as decreed by the
Director of the Budget, Once approved, each subordinate activity re-
ceives a formal notification of funds granted, institutes its own con-
trols over expenditures and commitments and reports monthly the status
of expended, obligated and unobligaﬁad funds for each allotment under its
cognizance,

G;_sg_r“_ntnﬁller-General. Also provided for in the Act of 1921 was
the establishment of the Comptroller-General and the General Accounting
Office under him, with the final power to settle accounts and to audit



the books of all branches of the government., To assure his indepen-
dence, he was to be appointed by the President with Senate approval

for a term of fifteen years, removable only by Jjoint resolution of
Congress or by impeachment,



CHAPIER III
MILITARY SEA TRANSPORTATION SERVICE

I. ORGANIZATIONAL BACKGROUND

The Military Sea Transportation Service, hereinafter referred
to as MSTS, was activated on 1 October 1949 as an integral part of the
United States Navy to provide, control and operate under one authority
all of the ocean transportation of carge and personnel required by the
Department of Defense, exclusive §£ that transported aboard the com-
batant ships of the Navy. Immediately the operations of the Naval
Transportation Service were taken over and the Naval Transportation
Service dissolved. The second step was taken on 1 March 1950 when MSTS
replaced the Transportation Corps, Department of the Army in the Zone
of the Interior and assumed the shore support functions conducted with-—
in the continental limits of the United States., On 1 July 1950 and
1 November 1950, MSTS assumed responsibility for overseas operations
and the transition was complete, The individual transportation ser-
vices with attendant duplication of ships, manpower, and facilities
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had finally surrendered to the economy axu.

The need for such a consolidated shipping sgency which could
broach departmental barriers had existed for over fifty years during
which time separate transportation systems had been fostered to such
an extent that at the c¢lose of World War II the Army Transportation
Service actually operated more ships than the total in the Navy Transe
port Service and combat ships in the Fleet, The attendant waste and
duplication of‘separate operations were recognizéd and eriticized by
Congressional committees shortly after the Spanish-American War but
no final decision was reached, -

At the close of World ¥ar II, during which the rapld expan-
sion of transportation facllitlies and teamwrk cooperation between
the Services had spotliphted the necessity of a single shipping agency,
the Joint Chiefs of Staff sponsored a series of studies to determine
the practicability of assigning the entire ocean transportation funce
tion to one agency. Fach study came closer to assigning the sole re-
sponsibility to the Navy but each solution fbundeied on the matter of
financing so as not to militate against the Navy's appropriations for
other operations, There was no provision for cross~servicing between
departments and no "paybaa~yﬁu~go" prineiple,

Pertinent Directives, On 2 August 1949 the Secretary of De-

fense resolved the entire problem; first, by creating M5TS as a single
agency and an integral part of the Navy; and secondly, by directing
each branch of Service to transfer to M3TS all personnel, facilities,



equipment and funds provided to it foreea transport operation and the
providing of logistic support, Reference was made to Section 406,
Title IV of Public Law 216, 8lst Congress and MSTS was assigned the
first subhead under the Navy Management Fund, MSTS could now render
services, finance itself from this special revolving fund avallable
to the Secrotary of the Navy, and then be reimbursed by the military
Service concerned,

Geopraphical location, HSTS would be comprised of the head-

quarters staff in Washington, D, C. with four major area commands
located in London, New York, San Francisco, and Yokohama and many
subarea and port office commands located around the world,

The organizational chart following this page (Figure 1)
clearly dopicts the world-wide organization and points up the necess-
ity for eliminating "the central paper mill" accounting and reporting

philosophy.

i1
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II, EARLY FISCAL PROCEDURES

Navy Management Fund, Upon its inception MSTS was assigned

the first subhsad issued under the Navy Management Fund and con-
ducted its {inancilal transactions under the Management Fund provi-
sions of Section 406, Title IV of Public Law 216 - Slst Congress.

Perindic advances were received by Headquarters MSTS from the Depart- -

ments of the Army and Navy out of the transportation appropriations
granted by Congress. MSTS conducted its business, making charges
against these advances and reporting monthly to each Serviee concerned
the disposition of its advance as well as any unused baianca on hand.
Allotment Control of Funds. At this early stage authority

was not gfanted METS to utilize commercial budgeting and é.ccounting
procedures, It was necessary to follow exi's’c.ing practices and grant
quarterly allotments to all subordinate commands, requiring a report
monthly showing for cach allotment the expenditures to date, outstand-
ing obligabions, and uncbligated balance on hand,

Single Entry Bookkeepinz., Fach command was placed on a single
entry accounting basis, Complete reliance was placed on the filing
system in the hopes that documents would not be misplaced. Contra
balancing totals for recorded transactions were non-existent,

Havy Regional Accounts Offices, As vouchers were processed

within MSTS for payment by outside Navy Regional Accounts Offices, a

copy was retained and filed under the cognizant allotment as an obliga-

tion., After payment, the Regional Accounts Offices would return one
copy of the voucher marked "PAID", This “paid“' copy would be matched

i3



with the retained copy, the retalned copy destroyed and the "paid"
copy segregeted to reflect the actual disbureement, Monthly, add-
ing machine tapes would disclose both the disbursements and oute
standing obligations for each allotment,

Disadvantages, The disadvantages in such a system were ob-

vious, Lack of corresponding entries made it difficult to assure
proper recordation, Payment by outside activities under the cog=
nizance of another technical buresu tended to slow down the payment
process and was not conducive to the most favorable public relations,
Vouchers were sometimes misdirected and either lost or paid late,
Paid" copies of vouchers similarly were lost and expenditure
records understated,

These mechanical disadvantages were further supported by the
fallaciocus philesophy of striving only to stay within an allotment.
FEach cammand, once granted an allotment, felt no compunction to econ-
omize and return the unused portion to its grantor, Once a command
operated so as to return some of its funds, experience had proved it
almost impossible to have such portions restored in the future; Con=-
sequently, each commend would make certain that sufficiont commitments
were entered into and all funds obligated before the end of the year,
Obviously this practice fostered waste,

In the September 1953 issue of the Journal of Accountaney,
William E. Katon, Deputy Comptroller of the Genesral Services Admin-
istration, the newly created civilian housekeeping agency of the
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Federal Government, pointed out that, while not wholly responsible,
traditional finanecial practices of thebgovernment had certainly cone
tributed to the waste and improper utilization of property and funds.

At the root of the problem is the practice of appro-
priating funds on the so-called tobligation! basis.
Stated in its simplest terms, an annual appropriation
to an agency consists of a dollar amount which may not
be excceded by the agency in the creation, cumulatively
through the year, of legal dollar claims against the gov-
ernment, This annual limitation on creating legal claims
against the government - the process commonly called
'obligating funds' -~ bears little relationship to the
annual period in which goods and services acquired by the
government in return for such legal claims are (1) received,
(2) paid for, or (3) consumed. Thus, as an example, a con-
tract for the purchase of agency supplies may be executed
(obligated) against a 1951 appropriation, the supplies may
be received by the agenocy from the contractor in 1952, the
agency may pay the contractor for the supplies later in the
samp year, and the agency may consume the supplies in its
operations during 1953,

{ee+) the appropriation basis neither requires nor en-
courages the contracting officer into making a positive
determination about need for purchases; it requires only
that he make the two non-property determinations (1) that
sufficient unobligated funds are available for this pro-
posed procurement and (2) if they are, that their obliga-
tion for the present contrast will not create a shortage
later in the fiscal year when unobligated funds may be
necessary for other contracts. The ultimate accounting -
frustration of the obligation concept of fund control is
encountered dally in attempting to serve operating of-
ficials through financial reporting -~ the accountant
learns that the only accounting !figure! of interest to
and demanded by the operator is the 'unobligated! balance
of funds free for future commitment.,

Needless to say, this appropriation system has resulted
in excessive investment of government funds in inventories
and corrusponding unnecessary increases in interest, stor-
age, handling, spollage, and obsolescence expense, Further,
critical materials urgently required by our civilian econ-
omy and the defense effort might have been lost in the depth
of government warshouses. The ineptness of the system haa



culminated in the common practice of agency year-
end buying « buying at the end of the fiscal year
for the sole purpose of obligating the entire ap~
propriation, so that Congress won't get the idea
that the agency overestimated its budget and as a
result zut that agency's future appropriation re-
quests, :

Mr. Katon continued by pointing out the second principal de~
fect of traditional government financial prbcedure as being the em~
phasis placed on accounting for cash receipts and disbursements -
principally disbursements, Experience had shown that as long as it
was assured the money had been expended from the Treasury in accord-
ance with some law, few questions if any were asked as to the need,
uge, or misuse of any assets so acquired.5

These limited concepts of budgeting and account-

ing had built up over the years a vast disregard
among government employees for the value of any
asset other than cash, (...) Cost consciousness
and stimull to more efficient and economlcal oper-
ations would not likely be developed in government
employees under a financial system which emphasized
the legal requirements of fund obligation and dis-
bursement and which ignored the safeguarding of
non-cash assets and the charging of costs to the
periods benefiting.b

Thus, the stage was set for the new concepts of (1) financial
assistance to management by a Comptroller in the interpretation of data,
(2) performance budgeting, (3) accrual accounting, and (4) operation

under a revolving industrial fund; all of which were contained in Title

L. Katon, William E,, Journal of Accountancy, September 1953,
PP 317"318.

'5' Ibido’ Pn 31-8.

60 Ibid., PP 318-319,

16
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IV of the National Security Act Amendments of 1949 ~ 8lst Congress,
III. NATIONAL SECURITY ACT AMENDMENTS OF 1949

The National Security Act Amendments of 1949, that is, Title
IV of Public law 216 -~ 8lst Congress (Appéndix A) were designed to
promote economy and efficiency through the establishment of uniform
budgetary and fiscal procedures.

Comptroller. Primary emphosis was placed on assistance to
management in the interpretation of financial dataj hence, the com=
mercial practice of a comptroller advising the President was utilized
and the Office of Coﬁxptrollér of the Department of Dc;fense was estab-
lished, Ample provision was made for the establishment of Comptrol-
lers in each military department'.‘ |

Performance Budget. Another concept new to government opera-

tion contained in this directive to promote economy and efficiency
was the adoption of a performance budget; that is, a budget which will
report costs of readily identifiable functional programs and activie
ties and segregate operating and capital expenditures, ‘
Working Capital Funds, Finally, another pertinent provision
contained in Title IV, was the authority to establish working capital
funds for the purpose of providing working ¢apital for industrial-

type and commerclal-type agencies providing services common to several
departments within the National Military Establishment, Such working
capital or industrial funds shall consist of cash on deposit in the

Treasury; accounts receivable; stores of supplies, materials, end work



18

in process; finished goods; and other current assets acquired in the
operations of the fund; and subject to all liabilities incurred in
such operations. Plant and equipment used in operations of the es-
tablishrents finenced uﬁder each fund di& not constitute part of the
fund. ‘

Such funds would be of a revolving ﬁature; that is, charged
with the cost of materials and supplies procured, manufactured, re-
paired, issued and consumed and of services rendered; and subsequently
eredited when reimbursed {rom available appropriations, Further, to
facilitate accumlation ofvcosta by functions, it was prescribed that
each establishment have a cost accounting system custom~built for its
operation, Such a system should obaérva the accrual basis of account-
ing and employ the double-entry method of bookkeepings books and
records of account and documents supporting'transactians shoula be re-
tained at the accountable activity preparatory to an “onw-site" audit
by rﬂprésentatives of the (eneral Accéunting 0ffice.7

IV. MSTS COMPTROLLER

Duties and Responsibilities., The Commander of MSTS assigned

duties and responsibilities to the Comptroller of MSTS consistent
with those outlined in Sectlion 401 of the Rational Security Amend-
ments of 1949, Specifically, these included the formulation and ad-
ministration of the MSTS budget; the recordation of financial trans-

7, "NHational Security Act Amendments of 1949", Title IV, Public
Low 216, 8lst Congress, Sections L01-406 inclusive,
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actionsy accounting for such transactions; conduct of internal auditing;
rendition of operational, financial, and accounting statistics; and the
establishment of tariff rates for the Shippsr Services. It was emphasized
that the Comptroller was head of a service component of the Command; that
accounting was utilitarian in character and as such a means to an endj
and that the information generated through the proper execution of Comp-
troller functions could be of great value as a tool to MSTS in the eco-
nomical accomplishment of its mission.®

Personnel Recrultment., OSelected as the first Comptroller was
Captain L, C. Peppell, SC-USNR, formerly with the certified public ac-
counting firm of Haskins and Sells as managing partner of its Nevada
office, and a veteran of over 30 years combined active and inactive ser-
vice in the Navy Supply Corps., Immediately, Captain Peppell attempted
to staff his Comptroller offices at Washington and at the Field Commands
with personnel experienced in commercial budgeting, accounting and supply
procedures, Civilians were obtained primarily from commercial practice,
Cost Inspection Service and the General Accounting Office, while several
Naval officers were recalled to active duty as assistants, All in all,
his organization within twelve months ineluded eight Naval officers and
many civilians with the desired background.

Industrial Fund Task Force., The two-fold task of carrying on

day-to-day operations under the allotment system and planning for con-

8. MSTS Comptroller Handbook, Chapter 4.
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tomplated operations under the Industrial Fund and its commercial pro-
cedures necessitated a segregation of personnel, In December 1950, the
Comptroller actually divided his ataffl and set up a "Task Porce" whose
prime responsibility was to compile a Handbook or Marual which would
prescribe all financial operations under the Industrial Fund,
Comptroller Handbook. Tnis task group of six men plus two rep-

regentatives from the ()ffica of the Comptroller of the Navy visited
many Navy Supply and Disbursing activitles, Ammy stevedoring outfits,
traveled éboard ship and conferred with many reapchsible officials in
other Bureaus to spread the philosophy of the proposed operation and
get a thorough working knowledge of the £low of documents and opera-
tional problems of potential suppliers and customera. The results of
such efforts were rewarded on May 7, 1951 when Mr. W, J. Mclleil, As-
sistant Secretary of Defense (Compt.roiler) approved the Manual so com-
piled and granted MSTS its charter (Appendix B) authorizing it to
finance its operations under the Navy Industrial Fund commencing July 1,
1951, o
Installation July 1, 1951. The next step was to submit the

Manual to each field activity Comptroller for study and review, Then
about June 1, 1951, the Task Force of apeéial assistants separated and
departed from Washington, D C. to visit each subordinate Command and
assist in indoctrinating personnel to work under the new Manual and
plan for an orderly transition on July 1, 1951. The spada work was
accompliahed during June and the new system was placed in effect with
2 minimm of conflict. On July 31, 1951 each subordinate Command was
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able to submit all desired reports to Headquarters and under the revised
format, By September 15, 1951 consolidated financial stat.emeﬁts were
available for review and interpreiation, just exactly thirty days shead
of the reporting schedule followed under the previous system,

The charts following this page were contained in Chapter IV of
the Comptroller landbook and clearly delineated the duties and respon-
sibilities of each organizational component of the Office of Comptroller
MSTS, The first chart deals only with Headquarters organization in
Washington, D, C. while the second chart is applicable to the Field in-
stallations,



OFFICE OF THE COMPTROLLER

of cost and statistical data.

The Comptroller is the advisor to the Cormander and othér officials
of MSTS on matters relating to budgeting, finance, accounting, audite
ing, statistics, tariff rates and business administration and for the
technical supervision of the orgamization and procedures relating
thereto. He is responsible for all financial, accounting, cost and
statistical reporting for ISTS and for the evaluation ard analysis
He establishes poiicies and procedures
consistent with basic policies of the Department of the Navy and
Department of Defense reiating to budgeting, finance, accowiting,
auditing and other matters under his cognizance. He maintaing neces-
sary liaison with comparsble functional components in higher eche-
lons on matters under his cognizance,

DEPUTY COMPTROLLER

Assists Comptroller in the discharge of
Comptroller functions; and acts as the
Comptroller in the absence of the Comp~

MILITARY SEA TRANSPORTATION SERVICE
COMPTROLLER ORGANIZATION
COMSTS, WASHINGTON, D. C.

ASSISTANTS TO COMPTROLLER

l* capacity,

Assist Comptroller in a staff and planning
and conduct .special
assigned, One assistant has the additional
jduty as Disbursing Officer,

studies as

INTERNAT. CONTROL DIVISIONM

troller.
‘Develops and supervises system of internal
control;and conducts audits at COMSTS and
in the field to insure the accuracy and
fidelity of MSTS accounting and reporting.
BUDGET DIVISION STATISTICS & ANALYSIS DIVISION | Y ACCCUNTING DIVISION

Develops and formulates instructions for
preparation of budget estimates; coordin-
ates, reviews, and prepares the MSTS bud-
get, and maintains necessary controls to
insure conformance of financial operations
with the budget; establishes MSTS tariff
rates, based on approved budget,

Develops, installs, and operates statistical
reporting systems for financial and other’
data, including traffic billing; prepares
necessary interpretative and other supporting
data; forrmlates and advises on statistical
reporting techniques and procedures; and:
operates tabulating machines at COMSTS.

Advises, establishes and directs accounting

poikicies and procedures for NSTS;

| and analyzes all financial stateme
other reports originating within MSTS; main-

reviews
nts and

DISBURSING DIVISIGN

Performs -all disbursing functions at COMSTS;
formulates and advises on disbursing policies:
and procedures; and assists field Commands in
the discharge of the disbursing functions.

ANALYSIS BRANCH

Prepares statistical studies and
analyses as necessary; interprets
and evaluates such data.

STATISTICS BRANCH

Develops and installs statistical
and traffic billing reporting sys-
tems for MSTS;operates such systems
at COMSTS; and exercises technical
supervision over systems at fileld
Commands.,

TABULATING BRANCH

Prepares and processes machine re-
cords and reports end other summar-
ies derived therefrom; and formu
lates and advises on machine ac-
counting techniques and procedures.

taing official accounting records and pre-
pares monthly consolidating finsncial state-
ments and. other reports issued by COMSTS; and
renders professioral opinions and decisions
on all accounting anmd financial matters.

DISBURSINC POLICY BRANCH

GENERAL ACCOUNTING BRANCH

Prepares and processes all accounting
transactions at COMSTS; receives, veri-
fies, and vouchers for payment’ all time
and voyage charter invoices; maintains
official leave records; maintains and
processes for payment time and attend-
ance records for all COMSTS civilian
personnel; maintains general books of
account; and prepares consolidated fin-
ancial reports for entire MSTS.

Formulates and advises on disbursing
policies and procedures at COMSTS
and subordinate commands;reviews in-
spection reports. of MSTS Disbursing
officers; and processes all ques-
tionable claims,

CASH RECORDS BRANCH

Records all cash <transactions at

COMSTS. Maintains necessary cash
records therefor. Prepares monthly
financial and depositary returns..

PAYABLES BRANCH

Receives and verifies all payables at
COMSTS except time and voyage charters;
records all vouchers and maintains nec-
essary subsidiary records therefors

| processes all accvrudaia t::n ail ‘!;o:ri;y:;:
and supplies, including e

charters and prepares required Journal
vouchers therefor.

VOUCHER BRANCH

[Receives ana auaits all travei claims

est checks public voucher payments,
Maintain files on all public vouchers
pald at COMSTS.

Figure 2
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OFFICE OF THE COMPTROLIER

at the Command;

Advises the Commander and other personnel of the loc-
al Command on all natters relating to finance, bud-
geting, accounting, auditing,
ess administration; directs the Comptroller functions
responsible for all financial and
statistical reporting for the Command;
lisison with corresponding 1local groups and higher
echelons on matters under his cognizance,

statistics, and busin-

and meintains

MILITARY SEA TRANSPORTATION SERVICE
COMPTROLLER ORCANIZATION

AT

CQMSTSLANTAREA, COMSTSPACAREA, COMSTSWESTPACAREA
CQMSTSNORPACSUBAREA, COMSTSGULFSUBAREA

ASSISTANT(s) TO COMPTROLLER

—

DEPUTY COMPTROLLER

roller functions;
Comptroller's absence,

‘Assists the Comptroller in the discharge of Compt-
and acts as Comptroller in the

[Assists Comptroller in a staff capacity and con-
ducts special studies as assigned.
'has additional duty as Disbursing Officer.

One Assistant

r

1

BUDGET DIVISION

STATISTICS & ANALYSIS DIV,

ACCOUNTING DIVISION

DISBURSING DIVISION

TABULATING DIVISIQN**

N/a FUNDS DIVISION

Implements budget instructions
from COMSTS; coordinates re—
views and prepares the local
Comnand  budget; and maintains
necessary controls to insure
conformance of financial opera-
tions with the budget.

Administers the statistical re-

porting system for the Commandj
prepares statistical reports
including traffic billing as
required; and advises on sta-
tistical techniques and pro-
cedures.

Prepares, processes, and records
all accounting transactions
entered into by the Command or:
by ships assigned theretoj main-
tains general books of accounts:
and prepares financial reports

Performs all disbursing func-
tions for the Commands. and- as-

sists SDA's afloat in the per-

formance. of their disbursing
duties.

Prepares and processes machine
records and reports and other
summaries derived therefrom;amd
advises on machine applications
and procedures.

surmarizing such transactions.

Receives and. disburses cash of
the Command Welfare and Recrea-
tion Fund; 4dccounts for all
financial transactions of the
Fund; maintains books of ace
count; .and prepares financial
reports relating thereto.

# An Assistant to the Comptroller, if more
than one is assigned, shall act as Head

of the N/A Funds Branch.

## Tabulating Branch not anthorized for
COMSTSWESTPACAREA and COMSTSGULFSUBAHBA.

. GENERAIL ACCTG. BRANCH

CASH RECORDS BRANCH

KEY PUNCH BRANCH

pme{ payables and payrolls); and pre-|
‘Ipares financial reports summar-

‘Prepares and processes all ace!
counting transactions ( except

izing transactions.

.

| depositary returns; and assists

Records all casn transactions
at the Command, and maintains
Decessary - records - therefor;
renders monthly financial and

SDA's afloat in the performance
of disbursing duties.

Prepares machine records from
source documents for use in
compiling reports and other
summaries.

PAYABLES BRANCH

MACHINE BRANCH

Receives, verifies, records and
vouchers for pgyment all 1ia
bilities for suppiies and ser-
vices submitted to the Coumrand

ad maintains necessary - subsidd

VOUCHER BRANCH

ary records therefor; processe

all accruals for all services
pplies and preparea req
ournal vouchers therefor.

Receives and audits all travel
claims; - test checks public
voucher payments; . maintains
files on all public vouchers
paid locally; and issues TR's
and meal tickets.

Processes tabulating and ether
machine records to produce re-

quired reports and other sum=

‘maries,

PAYROLL BRANCH

MILITARY PAY ACCOUNTS BRANCH

-

Maintains necessary records re-
lating to the pay, earnings, -
leave, retirement, etc.,of civ-
ilian employees at the Command
and marine personnel while a-
shore; and prepares payrolls
.and checks for such employees, -

Maintains military pay accounts
‘and prepares military payrolls;
test andits civil rolls prior to
psyment, .

Figure 3
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CHAPTIER IV
ACCOUNTING SISTEM

I. AUTHORITY

The accounting system as preséribed in Article XI of the Charter
granted MSTS to operate under the Industrial Fund and as described in
Section 8 (b) of Regulationa Covering The Operation Of Working - Capital
Funds For Industrial- And Commercial-Type Establishments, was tailor-
made for MSTS operation, The accrual basis of accounting was employed
to insure that income was inecluded in the period in which it was earned
and expenses were charged to the period in which the materials or ser-
 vices were recelved. Double-entry bookkeeping and uniform books of _
original entry were also provided for.

Costs To Be Financed Under The Industrial Fund, In Article VII

of the Charter of Operation of MSTS under the Navy Industrial Fund, the
costs which MSTS was authorized to finance were enumerated and included:

the costs of performing services pursuant

to its mission, such as, but not necessarily
limited to civilian payrolls, traveling ex-
penses of both civilian and military per-



sonnel assigned to Military Sea Transporta~
tion Service, materials, supplies, provisions,
services of various kinds, charter hire, main-
tenance repalr and alteration of ships and
other facilities, activation and inactivation
of ships assigned, spare parts, repair parts,
spare part sebs, ships equipage, and replace-
ments of furniture and equipment required ashore,
cortain damage claims, and such other usual ex-
penses generally classified as foparating ex-
penses! not specifically exeluded hereinafter,?

Costs Not To Be Financed Under The Industrial Fund,

of the MSTS charter specifically precluded MSTS from financing:

(a) Wew construction and conversion of ships;

(b) Pay and allowances of military personnel attached
to Military Sea Transportation Service;

(¢) Proration of overhead of Bureau or Officers of
the Department of the Navy, in connection with
services rendered to Military Sea Transportation
Service, However, this prohibition does not
relate to items of direct expense incurred
specifically for the rendition of such services;

(d) Expenses for official representation (entertain-
nent of foreign officials, etc. incurred in
reciprocation);

(s) Military characteristics of ships, such as arms-
ment and amphiblous gear;

(£) Battle damage repairs on MSTS ships.10

Article VIII

Inasmuch as the Bureau of Naval Personnel actually controlled the

. assignments of all Naval officers and enlisted men attached to MSTS and

had been granted cognizance over the appropriation "Pay and Allowances -

Navy", it was felt that MSTS should record the amounts received by its

Naval employees out of this special appropriation as a statistical cost

only to arrive more nearly at the true cost of operation.

De

Art, VII.

10.

MSTS Charter of Operation Under the Havy Industrial Fund,

Ibid., Art. VIIT.



New construction, econversions, military alterations and battle
damage repairs were not deemed to be applicable to the operation of a
commercial steamship company. Further, they would be preseribed for
_ militany consideration by the Chief of Naval Operations and as a re~
sult properly chargeable to the appropriation "Ships and Facilities"
under the cognizance of the Bureau of Ships,

Section 5 (J) of the Regulations for operating under the in-
dustrial fund provided as follows:

While each industrial establishment ehall keep

account of the cost of items of real estate, equip-

ment, and other facilities used in its operations

or located on ite premises, such assets shall not

be considered to be held for the account of the

industrial fund. Replacenents of and additions to

such property and equipment shall be finaneced by

appropriated funde and not by the industrial funds,w-
Therefore, depfeciation expenge would not be recognized as an operate
ing expense but treéted as a statistical expense only, similar to the
pay and allowances of military personnel,

The concept prevailed that MSTS would be provided a capital
unit (ship) fully equipped for passenger or cargo transportation, Re=
- placements, maintenance, and alterations of a non-military nature were
operating costs and properly financed under the industrial fund, But
since this capital unit (ship) was not held for the fund, no valua-

tion included under Assets, depreciation was excluded from expense,

11, IRezulations Covering Tho Operation of Workino~Capital Funds
For Industrial and Conmercial-rype Tstablishments ilndustrial Fundss,
Section 5 235.

26
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In addition, it was recognized that it would be highly imprac-
tical, if not impossible, to determins the dollar cost of overhead
services rendered by certain Navy Bureausj such as, the Bureau of Ships
-in assisting with vessel alterations and the Bureau of Supplies and Ac~-
counts in performing their shore support supply functions, storage, ete,
These exceptions, or exclusions, would definitely qualify the compari-
sons made between operating costs of MSTS and commercial steamship com=

panies,
II. CHART OF ACCOUNTS

The chart of accounts, Mcustom=built® in MSTS to provide read-
ily detalled cost data and to facilitate the preparation of finanecial
and cost reports, contained sufficient classification to produce major
reports from the general ledger without analysis or assembly (Appendix
C). Detailed analyses required for specialized information, such as
maintenance costs by ships and job order costs in MSTS maintenance shops
were developed through subsidiary classifications,

The chart included five classifications: asset accounts, lia-
bility accounts, proprietary accounts, income accounts, and expense
accounts, Although the income and expense classifications were essen-
tially "objective", nevertheless the subdivisions were functional.

Each account was coded with a four digit number determined as
~ followss
a) First digit for the basic classification

1. asset accounts
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2, 1liability accounts
3. proprietary accounts
L. income accounts
5. expense accounts
b) Second digit - subdivision of the basic classification, e.g.,
cash, inventories, deferred charges under Assets or Cargo,
Pagsenger or Pef.rolémn under Income,
¢) Third and fourth digits - specific accounts, e, g.,
Account 1304 - Inventory - Subsistence Stores, Ships
Account 1305 ~ Inventory - Propulsion Fuel, Ships
Account 2101 -~ Vouchers Payable
Account 4102 ~ Cargo Income « Time Charter
Account 5101 = Operating Fxpense - MSTS Ships
Labor, Civilian Marine - Regular Time
Account 5201 - Time Charter Expense - Cargo
Account 5301 - Shofeside Expenses
Salaries and Wages, Classified Regular Time
This chart of accounts was compiled as to titles, numbers and. |
arrangemrit to fécmtate listing in trial bslances, the Bulsnce Sheet
and Statement of Income and Expenses, Instructions were promlgated
that the classification of accounts, admittedly not perfect, must be
used uniformly throughout MSTS and the descriptions of charges and
credits for each account must be _adhered to, Throughout, the system

was patterned after that followed by most commercial steamship c::»mpm:l.ez'ss.lz ‘

12, MSTS Comptroller Handbook, Chap. 9.
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One major deviation, however, was what 1s commonly' referred
to as "Voyage Accounting'; that is, determining the net profit of
each voyage of each ship, This nicety was deemed lmpractical for
. three reasons: (1) too complicated and refined to go along with the
other proposed radical changes in accounting methods; (2) frequently
irregular and militarily-censored voyages to satisfy defense needs}
and (3) the size of the MSTS fleet which consisted of 260 nucleus
ships and approximately 270 commercial hire vessols as compared, for
example, to the fleet of the Lykes Brothers Steamship Company which
totalled about 80 vessels,

III. PROCEDURES

. Payment Of Invoices. Provision was also made for each MSTS

command to process and pay its own bills and not forward them to the
Regional Accounts Offices for payment, The Bureau of Supplies and
Accounts ordered an accountable Disbursing Officer to each Command to
pay such bills, Further, the Secretary of Defense decreed that no

, activity could cite MSTS funds by means of Standard Form 1080's but .
instead must submit its bills to MSTS for orderly processing. It
was felt that unless MSTS could control its funds, it would be pre-
}cluded from achieving any degree of control over its tfncpem;exs.13

Processing Of Shipping Documents. Each field activity was
responsible for policing, properly documenting, and insuring the

13. Ibido, Ch&pﬂ. 214» and 25t
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prompt recelpt and statistical accuracy of source documents to be pro-
cessed by them. Individual shipping activities had been instructed to
forward source documents to specified MSTS field commands immediately
upon the departure of the ship from the port area. These statisﬁics
had to be completed and forwarded so as to reach Washington, D. C. no
later than the 20th calendar day of the month subsequont to the close
of the accounting period.

| Through the use of IRM facilities, the total 1ift was deter-
mined for each Shipper, the pertinent tariff rate applied and customer
bills so computed. This step, plus collection, represented the final
stagea of the financial c¢ycle under the Industrial Fund.

The Comptroller at Headquarters compared monthly the total of
all bills so computed with the actual expenses recorded on the Con-
solidated Profit and loss Statement; not so much to note monthly
variation, but primarily to detect any trend. The existence of a trend
regardless of direction would necessitate a revision of some or all of

the tariff rates..
IV. MONTHLY FINANGIAL STATEMENTS

Varlous monthly statements were required of each subordinate,
accountable activity consisting of Balance Sheet, Statement of Income
and Expense, Statement of Operating Expenses ~ MSTS Nucleus Ships,
Statenent of Overhee,d‘ Expenses and Statement of Maintenance Shop Opera-
tions, Special printed peg-bcard forms were furnished each activity

u,{w Ibido, Chap. 27.



for these statements to facilitate comparisons and preparation of con-
solidated statements when received at Headquarters, Such consolidated
or individual statements presented accurately and clearly just vhere
MSTS stoody similtaneously accumulating valuable cost data for the
cognizant operational divisions,

The consolidated statements and supporting schedules prepared
for the Commander of MS5TS as of May 31, 1953 including cumilative data
for the fiscal year which commenced July 1, 1952 are included on the
following pages. These statements in their format and captions demon-
strate the adoption of commsrcial principles.ls

The Balance Sheet, Figure 4, in addition to setting forth the
balances in the asset and liabllity accounts, discloses the cumla-
tive effect of operations on the Corpus of Fundj in fact, in the first
yoar of operation under the Industrial Fund, a slight deficit of
$923,357.39 was incurred. This deficit of 1/10% when related to total
operating costs of approximately $638 million indicates that the tariff
rates were as sound as could reasonably be expected,

The Statement of Income and Expense, Figure 5, end analyses
provided in Figures 6 and 7 actually set forth the profitability of
each type of cargo hauled, calling immediate attention to any "trouble"
areas, The Het Profit to Balance Sheet item is closely watched to dis-
tinguiah’between variations of a cyclical nature and those which con-

15, Ibid., Chap. 31.

31
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stitute a trend; that is, each month the fluctuation always of the same
type. _ _

Statement of Operating Expenses-MSTS~Nueleus Ships, Figure 8,
» and Statement of Overhead Expenses, Figure 9, are included to show total
expenses by object for the current period and fisecal year to date,



MILITARY SEA TRANSPORTATICN SERVICE
BALANCE SHEET
NAVY THDUSTRIAL FUND, ACCOUNT MO, 2

31 MAY 1953

ASSETS

CASH:
MSTS General Operating Fund
M5TS Special Operating Funds:
Bureau of Ships Program $ 111,453.23
Total Special Operating Funds
(Contra to Cash Advances Received)

Total Cash
ACCOUNTS RECEIVABLE:
Traffic (Schedule 1) $160,984,091.14
Miscellaneous 2,851,013.99
Total Accounts Receivable
INVENTORIES: ‘
MSTS Special Material $ 10,219,397.99
Consumable Supplies, Ships 4,843,022.73
Subsistence Stores, Ships 3,707,754.19
Propulsion Fuel, Ships 1,623,763.81
Bedding, Tableware, etc,., Ships hal12,870,36
Inventory in Transit 612,300,883
Total Inventordes $ 25,419,109.9
Less-Reserve for Inventory of Consumable
Supplies Aboard Commissioned Ships $_1,510,262,06
Remainder )
DEFERRED CHARGES TO OPERATIONS:
Work in Process 5 Th5,326.94
Ship Activations, Unamortizad Portion 23495,3h3.42
Miscellaneous Deferred Charges and
Prepaid Expenses 413,185,314

Total Deferred Charges to Operations
. TOTAL

5108, 095,111,684

$163,835,105,13

' 23,908,247.90

3.3,653,855.70
£299,492,320.57

Figure 4



MILITARY SEA TRANSPORTATION SERVICE
BALANCE SHEET
NAVY INDUSTRIAL FUND, ACCOUNT NO, 2

31 _MAY 1953

LIABILITIES AND CORPUS

ACCOUNTS PAYABLE:
Vouchers Payable
S.,F, 1080's Payable
Shipping Contracts Paysble (Withheld
Portion)
Salaries and Wages Payable
Personal Allotments Payable (Employees)

Social Security Taxes Payable (F.I.C.A.)

Employer!s Contribution)
Miscellaneous Accounts Payable
Total Accounts Payable

ACCRUED LIABILITIES:
Time and Voyage Charters
Shipping Contracts
Berth Rate Shipments
Contract Tanker Expenses
Contract LST Expenses
Annual leave, Civilian Employees
Supplies and Services
Total Accrued Liabilities

CASH ADVANCES RECEIVED:
Bureau of Ships Progranm
Total Cash Advances Received

DEFERRED INCQME

- RESERVESS
Maintenance and Overhaul of Ships
Indemnity Self-Insurance
Inactivation of Ships .
Total Reserves
Total Liabilities

CORPUS OF FUND:
Balance at Inception 1 July 1951:

$ 18,130,518,26

2,853,676.42

3,359’993060
13,312,060,16
136,501,00

89,927.83
636,793.38

$ 51,491,090.23
12,180,960.35
13,441,300,51
9,798,446.88
1,567,857.91

Ly 1,04, 507,29

9 730 086,99

$ 11 2

$ 13,424,148.34
55053,333.36

$ 389519)470065

$102,614,250.16

$ 113,453.23
 $ 29,476,893,99

$ 22,08 1.6
$392,811 .68

 Original Governmental Cash Contrlbution $100,000,000,00
Inventories Capitalized 2,718,947.32
Total $122,718,947,32
Less~Liabilities Assumed 18,840,844.30
Remainder

Net Change from Operations - Previous Year
Y¥at Change from Operations -~ Current Year

Total Corpus of Fund
TOTAL

Figure L (cont'd.)

$103,878,103.02
(923,357.39)

65,26
PR R AT

$299,492,320.57




MILITARY SEA TRANSPORTATION SERVICE
STATEMENT OF INCOME AND EXPulSE

For Operations Under the Havy Industrial Fund,
Account No, 2 for the Perioed 1 July 1952 to 31 May 1953

Income
Cargo
Transported $367,263,121,86
Unutilized Traffic ’
Reservations 17,004,618.45
Delay Time 528 685,00
Total Cargo Income $384,796,425,31
Passenger 127,429,814.56
Petroleum 126,204,334.07
Other . 303;1800145 ‘
Potal Income (See lote) $638,733,754L.39
Expenses _ :
Cargo . . $367,1310,735.10
Passenger : 141,129,907.83
Petroleun 126,767,146,20
Total Expenses $635,007,789,13
NET PROFIT TO BALANCE SHEET $ .. 3,725,965.26
NOTE: : ‘
 Income from Tariff Billings $656,663,567.74

Less~Income Deferred:
" ,Deferred as of 31 May 1953 $29,476,893.99
Deferred as of 30 Jun 1952 _9,368,683.00

: 20,108,210,
- Adjusted Income from Traffic Billings 8636,555,356.75
Add - Income from sources other than _ v
Tariff Billings —2:178,397,64
Adjusted Income 31 May 1953 $638,733,754.39

Figure 5



MILITARY SREA TRANSPORTATION SERVICE
STATEMENT OF INCOME AND EXPENSE

For Operations Under the Navy Industrial Fund,

Account No. 2 for the Period from 1 July 1952 to 31 May 1953

Income
Over (Under)

Description Income Expenses Expenses
Cargo Service

MSTS Nucleus Ships & 54,913,278.82 1.5,17h,780.63 $ 9,738,498.19

Time Charter 70,897,39..5.69 - 69,213,244,62 1,684,154,07

GAA Ships 86,707,435,60  85,900,516.45 846,919,35

Voyage Charter 4,220,690.75 3,819,603.43 401,091,32

Shipping Contracts 118,553,094.10  121,404,021.79  (2,850,927.69)

Berth Rate 26,289,291,30  35.340,982.35  (9,051,691.05)

Contract 1ST's 4o914,666.25  5.351.159.08 {436,1,92.83)

Per Diem Use of Fleet Ships 727,262,15 279,623.93 447,638,22

Unutilized Traffic Reservations l?,OOh,él& L5 * -~ 17,004,618.45

Delay Time 28,685,00 528,685,00

Totals $381,,796,525.31 $307,012,617.28 5_17,783,808,03

Passenger Service

MSTS Nucleus Ships $123,277,190.37 $133,478,062.13 $(10,200,871,76)

Time Charter 1,610,510,69 5,,151,994.73 (2,5hl,h8!»0k)

Shipping Contracts ~809,037.50  889,869.21 (80,831,71)

Contract LST's 1,552,436.,00 2,246,480,99 (694 5044.,99)

Per Diem Use of Flest Ships 180,640,00 83,515.26 124, _

Totals 8197,529,81h,56  $140,849,922,32 %glz;ﬁo:mf.%éi

Petroleum Service
MSTS Nucleus Ships
Voyage Charter
Contract Tankers
Per Diem Use of Fleet uhips
Totals

Total Operations

$ 8,980,213,16

3 9,017,162, 58

3 (36,949.42)

59,777,910.20  68,085,900,66  (8,307,990.46)
57,175,442.91  49,999,000.12 7,176,M2 79
270,767.80 43,186,17 227.581,62
$126,204,334,07 $1 2,1&2,232 53 (éﬁg.g Sedy

$638,430,573.9 $635,007,789.13 $ _3,422,78L.81

Non Operating Income $___303,180,45 $_ =0 - $ __303,180.45 7
Total 8638,733,754.39 $635,007,789.13 & _3,725,965.,26
HOTE:

#Ixpenses incurred under this
item are included in operating
expenses of the several expense
categories listed.

Figure 6



MILITARY SEA TRANSPORTATION SERVICE
STATIZIIT OF INGONE AND LAPENSE

For Operations Under the Navy Industrial Fund,
Account Mo, 2 during the Honth of iy 1953

Degeription Income Expenses
cargo Service
MSTS Mucleus Ships § 5,130,049.77 & 5,522,029,51
Time Charter 33355171&072 9,026,710,03
~ Voyage Charter 113,946,50 1&7,15& 87
_ Shipping Contracts 12,91&,906.30 12,968,626.30
Berth Rate » 2,150,259.50 2,972,560073
~ Contract LST's 689,186,50 637,450,28
 Per Dien Use of Fleet Ships - 107,960.00 72,728.18
_ Unutilized Traffic Reservations -0 - -0 -
Totals #39,655,618,61 £40,517,295,20
Passenzer Service ”
HSTS Kueleus Ships $10,790,084.,78  $12,559,159.37
Time Charter 1,820,69 6,281..91
Shipping Contracts h?,hB?.SO 86,274.25
Contract 1ST!'s - 246,0661,00 190,245.21
Per Diem Use of Fleet Ships ' -0 - -0 -
Totals $11,086,003,97 $12,841,960,7h
Petroleum Service ' '
¥STS Hucleus Ships $& 604,580,49 & 516,804.53
Voyage Charter © Ly647,829.35 Ly 394,482 1,8
Contract Tankers - 5,226,072,97 L,981,154.59
Por Diem Use of Fleet Ships 164,21 .80 52278.46
Totals 510,494,507.61 § 9.897,720,06
Total Operations $61,236,530,19  £63,156,976.00
Kon Operating Income .. 11,793.48 5 =0«
Total $61,21,8,323,67 $63,156,976.00

Income
Over {Under)
Expenses

$  603,620,26
(670,995 31)
122,960,02
(33,208.37)
(53,720.00)
(822,301.23)
51,736.22
35,231,82
4-0-‘
& (761.676.59)

£(1,769,074.59)
(L,461,22)

(38 836.75)
56,1515 l79
8(1,755,956.77)
&  87,775.96
253,346,87
24,918,38
11,146,34

$ _597,187.55
$(1,920,445,81)
5 ___11,793.48

$(1,908,652,33)

Figure 7



MILITARY SEA TRAMSPORTATION SERVICE

STATEMENT OF OPERATING EXPENSES = MSTS ~ NUCLEUS SHIP3

Under the Navy Industrial Fund, Account No, 2
For the month of Hay 1953 and the Period

From 1 July 1952 to May 1953

ibor, Civilian Marines

Regular Time

Overtime

Area Bonus

Super Area, Harbor and other Bonuscs

Annual, Sick and Military leave
Total Labor, Civilian Harine

wployer's Tex FICA - Civilian Marine

Travel '

‘Cash in Lieu of Subsistence &
Cuarters ‘ -

Subsistence, Ships! Complement

Subsistence, Passengers

Propulsion Fuel

Consumable Supplies

Bedding, Tableware, Etc,

¥Yedical and Dental Supplies

Transportation and Handling of
MSTS Ships Supplies

Laundry Supplies and Expenses

Tug Hire '

Tolls, Pilotage, Dockage, Garbage,
Utilities and other Port Expenses

Ships Equipage k

“aintenance and Overhaul Ships

Accident and Damage Repairs

Alterations of Ships

Inactivation of Ships

Activation of Ships, Amortized Portion

#iscellaneous

TOTAL OPERATING EXPENSES

Current
Period

% 1,,008,157,68
1,372,785.92
270,84,3.88
181,025,29
_AAQASAL-72

$ 6,273,354.49

§  36,437.33
22,111.46

22,665.00
508,201.67
1,919,721.94
1,655,524434
669,013,00
173,833.60

1h8,332c28
41,410.05
41,332.42

102,757.09
517,921.85
3,163,976.47
223,567.25
329,543,19
372,829,25
42,350,C0
82,973.18

2
@

3
w

L4

Fiscal Year

To Date g
45,015,452,18 25.352
16,294,123,19 9.177
3,197,305.34 1,801
1,898,567,00 1,069
27,092, 2,662
71,132,540.01 0,061
411,490439 232
245,464,451 .138
538,324.31 .303
6,041,788.96 3.403
24,907,883.54 14,028
17,375,710.53 9.786
5,870,069,40 3.306
1,977,953.72 1,114
1,596,834,19 «299
6@2’ 690. 2!6 ‘339
499,907.49 «282
952,421.58 «536
5,272,493.99 2,969
29,517,992,96 16,625
2,338,455,03  1.317
2,418,435.59 1.362
k,109)867th7 2‘315
286,933,33 162
897,860.45 «506
% 177,558,868.00 100,000

Figure 8



MILITARY SEA TRANSPORTATION SERVICE
STATEMENT OF OVERNEAD EXPENS

Under the Navy Industrial Fund, Account No, 2
For the month of May 1953 and the Period
From 1 July 1952 to 31 May 1953

Fiscal Year

Current
Period To Date %

Qalaries and Viages, Claasifiedz

Regular Time 690,269,996 $ 7,780,916.91 58,202
Overtime - ‘ : ‘ 216’63ll- 59 362Q91&1092 2,715
Yiarine Personnel Awaiting Asqignnent 60,302,54 646,826,35 = 4,838
Annual, Sick and Military Leave 81,809.24 1,000,720.38 7.485
Salaries and Wages, Unclassified: _ :
Regular Time 40,982.85 457,199.54 3,420
hronal, Sick and Mlitary Loave 165’,:2332'339 ;zéhg’,oogzli;zg 1':2’729%
» {+] an ave 3 ’
‘Total Salaries and Vages 922,474,95  $10,485,941,16 78,43
Indoctrination and Training - Salaries : :

and Vages L1,694450 503,621,87 3,767
Employerts Tax, FICA (Civilian o

Personnel Ashore) 3,104,01 53,882,02 J03
Indoctrination and Training - Obher '

Expenses - 10,452,06 51,510.36 <385
Travel Expenaes 25 39090 5'0- 2&6,792.61 . 108146
Occupancy of Premises 13,057.03 151,333.85 1,132
Equipment Rental 8,021.88 9N,534,73 685
office Supplies, Stationery & Postage 30,454,462 363,952.67 2,722
Corzunications 12,617.27 122,033,08 913
Public Information 553.37 10,978.34 2082
Operation and Replacement of Automotive ; ~

Equipment 714977410 200,105,131  1.497
Operation and Raplacemenb of Operational :

Eouipment - | 7,265,62 163,982,11 = 1,227
Damage Claims -0 - - 13754 001
Repair and Neplacement of Orffice :

Furniture and Equipment ' 13,065.35 173,651.61 1,299
Repairs to MSTS Special Material in store 3,37h.89 26,514.09 198
COMSTS Technical Unit Expenses 14,818,10 214,162,33 1,602
Other Overhead IExpenses 57,732436 508,667.66 3,805

TOTAL OVERHEAD EXPENSES $ 1,236,572.65 $13,368,800.54 100.000

FMgure 9



CHAPTER V
PERFORMANCE BUDGET

I. CORPUS

Establishwment Of Corpus. Article XII of this MSTS charter

stateds

Working capital to finance the operatidns of Mlitary
Sea Transportation Service will be provided as follows:

(a)

(b)

(e)

An allocation of the Navy Industrial Fund to the
project cash account of Military Sea Transportation
Service in the amount of §100,000,000,

Military Sea Transportation Service is authorized

to capltalize its inventories of materials and
supplies, subsistence stores, fuel oil, etc,

ashore and afloat in hand as of the date of commencee
ment o operations under the Navy Industrial Fund,
with a concurrent credit to the corpus of the Fund,
Because the quantities carried aboard MSTS ships are
essentially only the requirements to complete a voyage
and replenishment approximates cons:mption, no adjust-
ments to the cash allocation requested in (a) above

is required.

The annual leave acerued to civilian employees esti-
mated at £5,400,000 at commencement of operations
under Navy Industrial Fund shall be recognized
initially as a liability in the accounts of Military
Sea Transportation Service,



(d) The amount of indemnity self-insurance estimated
at £4,,000,000 pertaining to Maritime Administration
Ships time chartered to Military Sea Transportation
Service, at commencement of operations shall be
recognized initially as a liability in the accounts
of Military Sea Transportation Service.l6

Preservation Of Corpus. Once granted this corpus, MSTS was

charged with the responsibility of so conducting its operations and
billing its customers therefor as to maintain this fund intact, nei-
ther earning a profit nor suffering a loss, Thia corpus, or revolv-
ing fund, was designed to finance operations until such time as col-
lections could be made from the Shipper Services for services rendered.
As any business must recover its operating expenses from its custo-~
mers for the sale of goods or services, so MSTS must recover the cost
of its operations through billing its customers; the Army, Navy, and
Air Force, Except under eﬁtrems ¢ircunstances, M5TS would not receive
any additional funds from the Treasury,

To obtain the necessary collections in an efficient and equit-
able manner, a billing system or rate structure was instituted; that
is, a price list showing the MSTS charge for each unit of service
rendered was established in advance of the performance of the saréice.
It was realized that there was little possibility of actual billings
exactly equalling total expenses, but the billing structure would be
adjusted only when variations became extreme.

16, MSTS Charter of Operation Under the MNavy Industrial Fund,
m. XIIQ
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To maintain its corpus "status quo", the Comnander of MSTS

directed that funds would be controlled through the medium of an

approved budget in lieu of "allotment control! as practiced in agen-

cies financed by regular or annual appropriations, It was felt that:

To control any enterprise careful plans must be
laid for the future and those in charge held
strictly accountable for the carrying ocut of those
plans, This planning and controlling of future
activities is the basic principle of budgetary
procedure.l

II. TARIFF RATES

MSTS Operating Cycle, The following steps epitomize the com-
plete cycle of planned MSTS operations under the Navy Industrial Fund,
ignoring the original step of establishing the Fund:

1.

2.

3.

h.

5

MSTS receives from the Services the estimated -
1ift for a given poriod, segregated by classes,

MSTS translates 1ift estimates into mumber of
ships, charters, personnel and other facilities
required to effect the lift.

MSTS estimates (budgets) the cost of performing
the 1ift using step 2 data.

MSTS distributes the estimated total cost
{including proration of overhead) to classes of
service to be rendered, i.e,, passenger, various
dry cargo, and petroleum products.

MSTS divides the units of 1ift into the respec-
tive costs of effecting the various classes of
1ift, thus establishing the tarif{ rates for sub-

sequent billing purposes,

i7.

Paton, W, A,, Editor, Accountanta! Handbook, p. 1137.
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6, MSTS publishes its tariff rates to the Services,
which they apply to the estimated 1lift originally
submitted to MSTS and determine the aggregate
estimated cost of ocean transportation for in-
clusion in their respective formal budgets,

7. The Services justify and receive approval (or
revision) of their budgets, which include ocean
transportation through the preseribed normal
channels, (MSTS lends such assistance as is re-
quested in the justification of ocean trans-
portation rates),

8, Since any material fluctuation in the funds appro-
' priated in relation to the original budgets will
have a marked effect on the lift which can be =
offered to MSTS, the Services notify MSTS of their
requirenents revised to coincide with funds avail-
able to pay for the services,

9. MSTS reviews its facility and personnel requirements
and estimated costs in the light of the information re-
ceived in step 8.

10, ¥STS is offered and effects various classes of 1lift
through the operation of its ships or through com-
mercial charters and by so doing incura various costs,
vwhich are accounted for by following principles, pro-
cedures, and methods prescribed hereinafter,

11, At the end of each month COMSTS bills the individual
Services at published rates for the lift actually
effected, and for certain approved 'penalty' items,

12, The parties at interest execute Standard Form 108018
by vhich ¥5T5 is reimbursed for services rendered.

Budget, Preparation. The preparation of this valuable budget

document began when each Shipper Service, Army, Navy and Air Force sube
nitted to MSTS the traffic volume which they expected to offer MSTS dur-
ing the year under consideration. This volume was analyzed by type of

18, MSTS Comptroller Handbook, Chap. 3.




commodity or passenger accommodations, by shipping routes and by appro-
priations chargeable, M3TS then further segregated this 1ift data as
to the type of ship M5TS would use in meeting the 1ift requirements;
whether MSTS Civil Service or military manned ships would be used, or
if commercial time and voyage chartered ships under straight or nego-
tiated commercial tariff rates would be hired,

Based on past experience of the various degrees of utilization
of the capacity of MSTS controlled ships, the number of MSTS controlled
ships to be operated, the personnel to operate these ships, and the
number of personnel for shore-side operations could 111 be determined.

This information was then transmitted to the Field Commands
concerned with the extent o? their workload requirements and the

number of ships and personnel available clearly defined. The sub-
| ordinate Commands were requested to review this planning and advise
Headquarters of any plans which appeared unrealistic, Farthermore,
and most important, they were requested to estimate the cost of operat-
ing the ships to be assigned to them, of maintaining their offices
ashore, and the cost of hiring the various commercial shipping required,
Finally the Field Commands were requested to submit their estimated
cost of opsrating MSTS ships by expense account by individual ship;
shoreside expenses by expense accaunt; and cormercial shipping costs
by type of contract, that is, time charter, voyage charter, berth
shipments, etc.

Whon these estimates were received in Washington, D. C., they

were reviewed and consolidated. Then, the 1ift on each route was



correlated with the estimated cost of moving 1ift on that route and
the M5TS tariff rates were established | (Appendix D).

It should be noted that each rate was an average rate for a
specified route; ‘each customer paid the same rate foi' a glven commod-
ity mgardleés of vhat type carrier was used; and each rate was de~
signed to be self-supporting. However, special projects or irregu-
~ lar voyagen necessitated other bases for billing,

Certain surcharges were made which pinpointed inaccurate plan-
ning by the Shippers. One was for delay time, which was comparable to
commercial demurrsge charges. After an agreed-upon time to load or
discharge a ship was consumed, additional time in port of that ship was
billéd to the Shipper on the basis of so much per day for each day of
delay. The second surcharge was a penalty on the Shipper for non-‘
generation of traffic. If a Shipper did not offer for movement at least
90% of its estimate this charge was applied for non-utilization of space.

Trese rates for the various routes and type of services were
given to each of the Shipper Sérvices to assist them in preparing and
substantiating their requegt.s fér appropriations from Congress, The MSTS
budget, an infermal document, was subject to review by the Navy Comptrol-
ler, the Assistant Secretary of Defense (Comptroller) and Bureau of the
Budget, |

I1I. BUDGETARY CONTROL

Lump-Sum Budget Grants. Once the planning budget was approved

and tariff rates established, each Field Command was given an approved
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expense budgel on which to operate for a2 full year, This budget, coming
in one lump-sum total, was geared to the planned operations of the cog-
nizant Command, but should the number of ships to be operated or the
- amount of eargo or passengers to be lifted increase or decrease, the bud-
get would be altered prdpcrtionately.

This ides of a single total budget was indeed a radical departure
from the allotment Juggling under ﬁha old system. Each area Commander was
permitted to spend as he deemed necessary to effect his missian.19 ,

Budget Reports, Honthly each subordinate command was required to

submit a Budget Report indicating the current status of the command's ap-
proved budget., The actual expenses in summary as listed in the finaneial
reports were compared to the budgeled amounts, A3 long as the Command
believed that its position at the end of the year would be as originally
budgeted, little attention was pald the peaks‘cf valleys arising each
ronth, Tho contemplated position at the end of the year was of utmost ime
portancaazg |

In addition, each command prepared for its own purposes a detailed
budget report for each ship and shore organization showing by individual
expense account the actual versus the budgeted smounts., This detailed ro=
port pinpointed each variation with the person responsible and was in-

 strumental in the Command achieving tight control of its expenses.zl

19. Ibid., Chap. 5.
20, Ibid.

21, Ibid¢’ Chﬂpo 31.



Under the MSTS budgetary'system,— administrators were constantly
guarding against waste and unnecessary spending and endeavoring to live
each month within planned expense. The flexibility afforded area com-
manders within their lump sum budget served as an added incentive to
achieve the most economical operation,

Also, outside agencies were provided a comprechensive review of
HSTS operations, a price list for avallable services, and additional |
substantiation of appropriation requests to be submitted to Congress,

L7



CHAPTER VI
EVALUATION OF NEW FISCAL PROCEDURES

Overwhelming advantages and tremendous savings have inured to
MSTS, its customers and unltimately the American taxpayer through the
efforts made by MSTS to adhere to Sections 401-406 of Title IV of the
National Security Act Amendments of 1949. Moreover, these favorable
results have tended to minimize both the disadvantages and obstacles
ever present in this militaery-civilian, government-commercial shipping

operation,
I. FAVORABLE RESULTS

Cost Reductions In MSTS. First and foremost has been the

cost consciousness developed at all levels of management within HSTS
through utilization of a variable, commercial type, performance budget,
The regular detailed comparisons of actual expenses incurred with a-
mounts budgeted have pinpointed the precise areas where excess funds
vere spent. The prevailing philosophy regarding expenditures has
changed so that an actual need must exist and be Justified before new
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property can be acquired. No more "year-end” buying! Further, achieve-
ment of budgetary control has allowed management to substitute good busie-
ness judgment for minute external financial controls (that is, allotments).

In his address before Navy Post-Graduate students in Comptrollerw
ship at Ceorge Washington University, Jamuary 12, 1953, Captain C. G, VWar-
field (SC) USN current Comptroller, Military Sea Transportation Service
presented the chart on the following page, (Figure 10) to illustrate that
actual savings had resulted from this new cost-consciousness,

In the Fiscol Year 1951, a thousand ton miles of cargo cost $4.91;3
in 1952, $4.00; and in the first six months of Fiseal Year 1953, $3.83.
Over the same period, a thousand passenger miles cost $31.81 in 1951;
$19.32 in 1952; and $19.25 for the first half of 1953. As to petroleum,
1,000 long ton miles cost %1.65; $1.84 in 1952, and $1,97 for the first
half of 1953, The increased cost of handling petroleum was definitely
related to the increased number of voyage charters required.

Had the Fiscal Year 1952 1ift been handled at the 1951 rates, an
" increase in operational cost of approximately 165 million dollars would
have resulted, Also had the traffic of the first six months of Fiscal
Year 1953 been moved at the 1952 rates, there would have been an addi-
tional cost of approximately 4 million dollars. An analyais indicated

definite savings over the 2 1/2 year period of 169 million dollars,

22, Warfield, C. G. Capt., SC-USHR lecture,"Budgetary Procedures
Under the Havy Industrial Fund at M5TS", Jamuary 12, 1953.



MSTS TRAFFIC COST PER MILE

CARGO
PER THOUS. M/T MILES
| o $31.81
PASSENGER ~ | o S1932
- PER THOUS. P/M MILES -
, _ $19.25
PETROLEUM
PER THOUS. L/T MILES ‘\
FY 1952 FY 1953*

NET SAVINGS $165.000,000 $ 4,000,000
(OVER PREVIOUS FISCAL YEAR)

O 2ansT1g

* FIRST HALF FY 1953
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The implication here that these fantastic savings resulted en-
tirely from the utilization of these new budgeting and accounting pro-
cedures should be qualified so as to racognize the effect of certain
operational changes over which MSTS had little or no control, In the
year preceding the installation of these new procedures, the rapid ex-
pansion necessitated by the outbreak of Korean hostilities had entailed
nmany premium c¢ost inducements to private shippers and suppliers to meet
increased war-time requirenents., Subsequently, this type of comunitment
tapered off, operating expenses were léwured and savings were effected,

Certain directives of the Chief of Naval Operations and the
Seeretary of Defense issued initially to meet the emergency imposed re-
strictions of a military nature on MSTS, These limitations while
necessary in the national interest nevertheleass tied up ships and caused
expenses to soar, As these directives were subsequently modified and
restrictions lessened, economies were effected,

Additional benefits accrued to MSTS from the Army's rotational
system of Korean veterans, ot only were MSTS ships fully loaded on
outbound trips but they were also fully loaded on return legs. This
double utilization indeed was a windfall,

Just wﬁat porﬁion of the total savings of 1/9 million dollars
resulted from favorable éhangcs in operating conditions, it is impomsible
to determine, It is reasonable to assume, however, this portion to be
significant,



Cost Consciousness Among Customers. A second important advane

tage has been the cost-consciousness created omong the cust.omers.
It was disclosed in an article entitled "The Big Trim" which
appeared in the February 1954 issue of The Readers Digest that:
| An idle ship in San Franclsco costs #6,440 per
day; in Korea 58,490 a day, Idle time used to
run at the rate of $54,000,000 a year, Now it's
down to #8,000,000, Generals have quit ordering
ships until the exact day they need them,23
The Shippers exercised greater responsibility and greater re-
straint in preparing 1ift estimates and estimated salling schedules

and have become highly cri’cical of M3TS costs.

Improved Accoumting. A third advantage lies in the accounting’

system, Inasmuch as the system was Milomade to the precise needs
of management at all supervisory levels, all effort ‘waa\ expended on
presenting useable reports and other data. ILess time and fewer per-
sonnel were involved than under the allotment system, Briefly, con-
siderably better accounting was accomplished with much less effort,
Botter Public Relations, Another important factor has been

the salutary effect on the businessmen, private ship-owners, ett}.

' with whom #STS deals, accomplished through the prompter payment of

. bills, In the past, mory ship operators conducting business oix a
shoe~string, have been caught in a squeeze through their 5.nability_

to wait until payment was effected by the Reglonal Disbursing Offices,

23+ HKnebel, Fletcher, The Readers Digest, kFebruary 1954.
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Such situations have practically disappeared,
II. DISADVANTAGES AND OBSTACLES

Inexperienced Personnel, Inexperience concerning commercial
methods and procedures of personnel transferred to MSTS from the Army
Transportation Corps and Naval Transport Service, plus inability to
prevail upon the Civil Service Cormission to establish job grade class—’
ifications sufficiently high to attract enough capable workers from
private industry have slowed to some extent the progress which might
have otherwise been enjoyed.

Excluded Costs, Exclusion of certain statistical costs, such
as, depreciation, militar& pay and allowances plus the exemption of
a government agency from paying income taxes, meant that getting a rate
comparable to published commercial tariffs was all but impossibvle. The
resultant lower rates of MSTS operation have been criticized frequently,
even on the floors of Congress, that once again the government is com=-
peting with private enterprise, ’

It should be pointed out that MSTS has not attempted to recon-
cile its quoted tariff rates with those of commercial shipping companies
by statistically computing the effect of these excluded costs on its
rates, Therefore, in spite of the existence of certain "extra” costs
over which it has no control, it can not be claimed that the low rates
of ¥STS necessarily point to efficient and economical operation; but
only that it costs less under the new system than it did under the old

52
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system, The absence of rates comparable to those of industry constitutes
a serious defect in the commercial approach in that a yardstick, or ine
centive, is lacking.

Military Bxpediency And Censorship, Military expediency and

censorship presented many costly but unavoidable maneuvers and at
times rendered reporting impossible, VWhereas any reasonable time lag
would not disrupt the tariff rate schedule to any extent, it still pre-
cluded the assimilation of the best cost data,

Inertia And Conflicting Interests. In a change so radical and

far-reaching, it was inevitable that certain "empires" would be de~
stroyed; that resistance both open and hidden would be encountered, In
fact, the article in the Times Dispatch on January 17, 1954 on the status
of military accounting concluded withs

The subcomnittec reported some 'serious
resistance on the part of the military!
to installing new accounting and con-
trol 8y8tem§ tunconsclious though it may
have been!, :

Mr. Katon, in his article on Property Utilization and Accounting
in Federal Government, pointed out that today even though a progressive
accounting trend within the government has been established progress in
its implementation is necessarily slow,

First is the inertia that is born and
fostered by that very human trait, re-
sistance to change~~Secondly, thoe prob-—
len of contrary interests rmust be faced,
and disposed of to the substantial satis-
faction of those interests—, 2

24 Richmond Times Dispatch, Op. cit.

25, Katﬂn, 9_2. 9_:!-_1}_0, P 320,
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In summary, it is believed that the accrual type accounting
systom as talloremade for MSTS operation accomplished the purposes
for which established, recognizing that the prescribed exclusions
-resulted from considerations other than the merits of commercial ac~
counting practices, Accurate cost data has been furnished currently
to cognigzant operating officials and has enabled them to effectuate
their mission more judiciously. Also, uniform terminology, pro-
cedures, records and reports have permitted the establishment of
eriteria within MSTS against which operational performance can be
measured,

It is believed that as far as it goes, the MSTS tudgeting pro-
cedure is sound, First, definite responsibility is clearly assigned
to Area Commanders. Second, ticse responsible officials duly ad=
vised by the cognizant operating officials within their organization
actually participate in determining the budget estimates for which
they will be held accountable. The estimates so determined consist
of a fixed element, that is the overhead costs of operating the
shore establishment, and a variable element, or operating costs of
the ships assigned to the Command, This segregation recognizes the
fact that little can be done on overhead expenses should the workload
vary vhereas ship expenses vary directly as additional ships are as-
signed or transferred to dher Commands, Finally, frequent periodic

comparisons of actual and budgeted totals are provided for.



53b

Budgetary control is actually achieved under these procedures,
However, this control is based on operating criteria of M3STS alone,
Lacking comparability with commercial rates and not having to combat
- established commercial competition mean that there is no positive incen=
tive applicable to MSTS budget sdministrators., Instead, the only in-
centive present is negative and that is tenure in office, where failure

to comply means dismissal on grounds of incompotency.



CHAPTER VII
SUMMARY AND CONCLUSIOHNS

I. SUMMARY

MSTS was the first sizeable Government agency to attempt to
financoe its operations under the Industrial Fund. Inasmuch as it
was a vorld-wide shipping agency providing cargo and passenger serve
ice for several departments within the National Military Establishe
ment, it was deemed to be a éomercial-—type activity and therefore
within the purview of Section LO5 of the Kational Security Act; that
is, eligible for classification as an "industrial fund activity",

The commercial accounting and budgeting procedures adopted on
July 1, 1951 were custon-built for MSTS opsrations after exhaustive -
study and were patteméd after the system generally employed in coms- |
mercial steamship companies, Tariff rates were established and pub~
lished to the Shippers. Income and expenses were recorded on an |
accrual basis, DBudgetary control was achieved within MSTS through

pinpointing the weak areas more currently. lore useful and re-



liable financial statements and cost data were prepared for the cog=-

nizant operating division, Finally, the eriterion of success, its

corpus remaining constant, was reflected in the faet that customer
billings came within one-tenth of one per cent of matching actual ex-

penses,
II. CONCLUSIONS

De¥mphasis Of Cash Protection. There can now be absolutely

no question as to the fact that goverrment fiscal policy has over-
emphasized "cash" protection to the exelusion of providing officials
in policy-making or agency-managing positions with accurate and con-
plete cost data. In this pilot installation under the Industrial
Fund of a composite government-commercial shipping operation, un-
disputable economies were effected once its management was furnished
currently with accurate and complete cost data on which its deeisions
could bo based,

Validity Of Adapting Commercial Fiscal Practices To Covern=~ .
ment Operation, Not only has MSTS experience relegated the "cash

concept” to a supporting role, but it also has established the valide
ity and Qisdcm of congressional efforts to adapt commercial fiseal
practices to government operations, In private industry where profit
is the motivating factor, exscutives deem it of utmost importance to
have readily available extensive cost data, Why should government
philosophy and "modus operandi® differ when the operation itself is

comparable?
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Realistic Civil Service Job Standards, A basic assumption in

this installation was that an accountant, well-versed in commercial
accounting techniques , would be employed at each accountable activity.
Secmingly, this point should have caused little concerns however, it

" goon became apparent that here was a real stumbling block, Experienced
personnel were not on hand, and ”cha nevness of this commercial phi~-
lésop}w ‘had not been able to surmount the archaic standards set up by
the Civil Service Commission for Government Accountants to the point
vhere job-grade classifications were sufficiently high to attract
qualified personnel from private industry. The prevailing concept
secmed to ba that for a job to rate a high paying classification, its
incumbent must supervise a large number of lesser grades, thereby
tying him down to a host of administrative clerical duties, such as
approﬁng leave slips, attendance slips, and preparing periodic per-
formance evaluations and simmltaneously limiting his productive or
"thinking® time.

This quantitative approach should be considered but it certaine
1y must be secondary, in nature. The Clivil Service Commission should
rovise 1ts standards to give ‘due weight to the knowledge of various
techniques required and ﬁhereby render atiractive a career as a
Goverrment Accountant. Thus qualified personnel would always be availe
able to conduct similar operations under the Industrial Fund and at
the same time promote uniformity in governmental accounting termine-

ology and interpretations,



Educational Program. Education remains as the foremost weapon
with which to combat inertia, contrary interests and hidden-empires,
Oncé agency officials awaken to the fact that economical and effic-
ient perfbfmancs of activities within their jurisdiction is a reflec~
tion of their capabilities as executives, or conversely, that spend-
ing one's entire allotment is not necessarily good management, then
this inertia will disappear and the interests of the few will be sub-
ordinated,

The Joint Accounting Improvement Program, participated in by
representatives of all agencies, is attempting to weld together of-
ficially the profassional accountants scattered throughout the govern-
ment and to obtain general acceptance of sound accounting principles
and standards. Also, the Federal Covernment Accountants Association,
a private soclal and technical organization, is striving to unite
government accountants and advance accounting conventions in govern-

ment.
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TITLE IV OF PUBLIC LAW 216 - 81lst CONGRESS ENTITLED,
MNATIONAL SECURITY ACT AMENDMENTS OF 1949"

TITLE IV

Promotion of Economy and Efficiency Through Establishment of
Uniform Budgetary and Fiscal Procedures and Organizations,
COMPTROLLER OF DEPARTMENT OF‘ DEFENSE
Sec, 401, (a) There is hereby established in the Department of De-
fense the Comptroller of the Department of Defense, who shall be one
of the Assistant Secretaries of Defense. |
(b) The Comptroller shall advise and assist the Secretary of
Defense in performing such budgetary and fiscal functions as may be
required to carry out the powers conferred upon the' Secretary of De-‘
fense by this Act, including but not limited to those gpecified in
this subsectlons OSubject to the anthority, direction, and control of
the Secretary of Defense, the Comptroller shall -
(1) supervise and direct the preparation of the budget
ostimates of the Department of Defonse; and
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(2) establish, and supervise the execution of -

(A) principles, policies, and procedures to be followed
in conncction with organizational and administra~
tive matters relating to -~
(1) the preparation and execution of the budgets,
(i1) fiscal, cost, operating, and capital property

accounting, |
(1i1) progress and statistical reporting,
(iv) internal audit, and
(B) policies and procedures relating to the expenditure
and collection of funds administered by the Department
of Defense; and :
(3) establish unifornm terminologias, classifications, and
procedures in all such matters,
MILITARY DEPARTMENT BUDGET AND FISCAL ORGANIZATION -
DEPARTHENTAL COMPTROLLERS
Sec. 402, (a) The Secretary of each military department, cubject to the
* authority, direction, and control of the Secretary of Defense, shall -
cause budgeting, accounting, progress and statistical reporting, internal
audit and administrative organization structure and managerial procedures
~ relating thersto in the departnent of which he is the head to be organized
and conducted in a mammer consistent with the operations of the Office of
the Comptroller of the Departmont of Defense,
(b) There is hereby established in each of the three military
departments a Cdmptroller of the Army, a Comptroller of the Navy, or a |
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Comptroller of the Air Force, as appropriate in the department concerned.
There shall, in each Military Department, also be a Deputy Comptroller,
Subject to theauthority of the respective departmental Secrét.aries, the
comptrollers of the military departments shall be responsible for all bud-
geting, accounting, progress and statistical reporting, and internal
audit in their respective departments and for the administrative organiza-
tion structure and managerial prbcedures relating thereto, The Secretar-
ies of the military departments may in their discretion appoint elther
civilian or military personnel as comptrollers of the military departe
ments. Departmental comptrollers shall be under the directi.on and super-
vision of, and directly responsible to, either the Secretary, the Under
Secretary, or an Assistant Secrstary of the respective military depart-
ments; Provided, that nothing herein shall preclude the comptroller from
having concurrent responsibility to a Chief of Staff or a Chief of Naval
Operations, a Vice Chief of Staff or a Vice Chief of Naval Operations, or
a Deputy Chief of Staff or a Deputy Chief of Naval Operations, if the
Secretm of the military department concerned should so prescribe, Where
_ the departrnental comptroller is not a civilian, th§ Secretary of the d‘e-.
partment concerned shall appoint a civilian as Deputy Comptroller,

PERFORMANCE BUDGET

Secs 403. (a) The budget estimates of the Department of Defense shall be
prepared, presented, and justified, where practicable, and authorized

programs shall be administered, in such form and manner as the Seerotary
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of Defense, subject to the authority and direction of the President,

may determine so as to account for and report the cost of performance

- of readily identifiable functional programs and activities, with
 segregation of operating and capital programs, 8o far as practicable,
the budget estimates and authorized programs of the military departments
shall be set forth in readily comparable form and shall follow a uniform
pattern,

(b) In order to expedite the conversion from present budget and
accounting metheds to the cost-‘-—ofuperfomnce method prescribed in this
title, the Secfetary of each military department, with the approval of
the President and the Secretary of Defense, is authorized and directed,
until the end of the second year following the date of enactment of this
Act, to make such transfers and adjustments within the military depart—
ment of which he is the head between approyriationa available for obliga-
tion by such department in such manner as he deems necessary to cause the
obligation and administration of funds and the reports of expenditures to
reflect the cost of performnce of such programs and activities, Reports
of transfers and adjustments made pursuant to the authority of this sub-
section shall be made currently by the Secretary of Defense to the Px;aai-
dent and the Congress,

OBLIGATION OF APPROPRIATIONS

Sec. 404k, In order to prevent overdrafts and deﬁciencies in any fiscal
year for which appropriations are made, on and after the beginning of the
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next fiscal year following the date of enactment of this Act appropria-
tioné made to the Department of Defense or to the militazw departments,
and reimbursements thersto, shall be available for obligation and ex-
. penditura‘ only after £he Secraobary of Defense shall approve scheduled'
rates of obligation or modifications thereof; Provided, that nothing in
this section shall affect the right of the Departwent of Defense to in-
cur such deficiencies as may be now or hereafter authorized by law to

be incurred,
WORKING~CAPITAL PUNDS

See, 405. (a) In order more effectively to control and account fo;' the
cost of programs and work performed in the Department of Defense, the
Secretary of Defense 1s authorized to require the establishment of
workihg—capital funds in the Department of Defense for the purpose of -~
(1) financing inventories of such stores, supplies, materiais,
and equipment as he may designaté; and
(2) providing working capital for such industrial-type
activities, and for such commercial~type activities
as provide common services within or among the de-
partments and agenciea of the Department of Defense,
as he may designate, _
(b) The Secretary of the Treasury is authorized and directed to estab-
lish on the books of the Treasury Department at the request of the
Secretary of Defense the working-capltal funds established pursuant to
the authority of this section.
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(e) Such funds shall be -

(1) charged, when appropriatg with the cost of stores, supplies,
materials, and equipment procured or otherwise a&:quired,‘
mamufactured, repaired, issued, and consumed and of services
rendered or work performed, including applicable adminis-
trative expenses; and

(2) reimbursed from available appropriations or otherwise
éradited for the cost of stores, su;iplies, nmaterials, ‘or
equipment furnished and of services rendered or work per-
formed, including applicable administ.ratiira expanses,

Reports of the condition and operations of such funds shall be made an-
mxal]y to the President and to the Congress. |

(d) The Secretary of Defense is authorized to provide capital for such
working-capital funds by capitalising inventorieé on hand and, with the
approval of the President, by transfer, until Decembér 31, 1954, from
unexporded balances of any appropriations of the military departments
not carrlied to the surplus fund of the Treasury; Provided, that no de-

" ficiency shall be incurred in any such appropriation as a result of any
such transfer, To the extent that such methods do not, in the determina«
tion of ;he Secretary of Defense, provide wdéquate amounts of working
capital, there ig hereﬁyvautnorized to be apprapriateé, cut of any moneys
in the Treasury not appropriated for other purposes, such éuma as may be
necessary to provide adequate working capital, |

(e) Subject to the authority and direction of the Secretary of Defense
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the Secretaries of the military departments shall allocate responsibility
within their respective military departments for the execution of func-
tions vhich each militgry department is authorized by law to perform in
such a manner as "co .effect the most economical and efficient organization
~ and operatlion of the activities and use of the inventories for which work-
ing-capital funds are authorized by this section,

(f) No greater cost shall be incurred by the recuisitioning agency for
stores, supplies, materials, or equipment drawn from inventories, and
for services rendered or work performed by ths industrial-type or come
mercial—-type activities for which working-capital funds are authorized
by th_is section, than the amount of appropriations or funds available
for suqh purposes.

(g) The Secretary of Defense is suthorized to issue regulations to gov-
ern the operation of activities and use of inventorles authorizeci by
this section, which regulatione may, whenever he detérmines the measures
set forth in this subsection to bs required by the needs of the Depart-
ment of Defense, and when such measures are authorized by law, permit

' stores, supplies, materials, and aquimenf to be sold to, and aervices
to be fendered or work performed for, purchasers or users outside the
Department of Defense. In such cases, the working-capital funds in-
volved may be reimimraed by charges against appropriate appropriations
or by paynments received in cash. ‘

(h) The appraised value of all stores, supplies, materials, and equip-
ment returned to such ﬁorking-—capital funds from any department, activ-
ity, or agency, may be kcharged to the working-capital fund concerned



and the proceeds thereof shall be credited to the current appropriations
concernedy the amounts so credited shall be available for expenditures
for the same purpose as the appropriations credited: Provided, that the
provisions of this subsection shall not permit credits to appropriations
as the result of capitalization of inventories authorized by subsection
{d) of this section,

MANAGEMENT FUNDS

‘Secs 406, The Act of July 3, 1942 (56 Stat. 645, c.48h), 8s amended, is
hereby further amended to read as follows: N

(a) For the purpose of facilitating the economical and efficient
conduct of operations in the Department of Defense which are financed by
two or more appropriations where the costs of the operations are not suse
ceptible of immediate distribution as charges to such appro,pria:tions,
thers are hereby established the Navy Hanagement F'und, the Amv' Manage-
ment Fund, and the Air Force Hahagement Fund, each within, and under the
direction of the mépectiva Secretaries of the Departments of the Navy,
' Army, or Air Force, as the case may be, There are authorized to be ap-
propriated from time to time such funds as may be necessary to accom=
plish the purpose of the funds,

(b) The corpus of the Navy Management Fund shall consist of the .
sun of $1,000,000 heretofore transferred to the Naval Procurement Fund
from the Naval Emergoncy Fund (17%0300), which amount, and all balances
in, and obligations against, any accounts in the Naval Procurement Fund,
are hereby transferred to the Navy Management Fund; the corpus of the |
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Army Management Fund shall consist of the sum of §1,000,000, which shall

be transferred thereto from any unobligated balance of any appropriation

available to the Department of the Army; the corpus of the Air Force
Management Fund shall consist of the sum of $1,000,000, which shall be
transferred thereto from any unobligated balance ‘of any appi-opriation
available to the Department of the Air Force; in each case together with
such additional funds as may from time {o time be appropriated to any of
said funds, Acecounts for the individual operations to be financed under

the respective management funds shall be established only upon approval
by the Sec;-etary of Defense,

(¢) Expenditures may be made from sald management funds from
time to time for material (other than material for stock) and for per-
sonal and contractual services under such regulations as may be pre-
 seribed by the Secretary of Defenses Provided, (i) that no’ obligation
shall be incurred against any such fund which is not -properly chargeable
to avallable funds under an appropriation of the department within which
tho fund is established or, whenever necessary to effectﬁate purposes
" authorized by this Act to funds of another department or agency within
the Department of Defense, and (2) that each fund shall be promptly re-
imbursed from the appropriate appropriations of such department for all
expenditures properly ‘chargeable thereto. Nothing herein or in any
other provision of law shall be construed to prevent advances by check
or warrant, or reimbursements to any of said management funds from ap-

propriations of said departments on the basis of the estimated cost of
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a projsct, such estimated cost to be revised and necessary appropris=
tion adjustments made when adequate data become available.

(d) Except as otherwise provided by law, amounts advanced to
“the management funds under the provisions of this Act shall be avail-

able for obligation only during the fiscal yoer in which they are ad-

vanced: Provided, that nothing contained in this Act shall alter or
limit the authorized period of availability of the funds from which
such advances are made, Final adjustments of advances in accordance
with actual costs shall be effected with the appropriate funds for
the fiscal yeaf in which such funds are advanced,

(e) The portion of the Naval Appropriation Act, 1945 (58

Stat. 301, 310), relating to the Naval Procurement Fund is hereby re-

poealed.
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CHARTER FOR OPERATION OF
MILITARY SEA TRANSPORTATION SERVICE
UNDER HAVY INDUSTRIAL FUND

I AUTHORITY

Mlitary Sea Transportation Service is authorized to finance its opera- 4
tions beginning 1 July 1951 under the Navy Industrial Fund in accordance
with Sectlon 405 of the National Security Act of 1947, as amended, and
Department of Defense Regulations dated 13 July 1950 covering the opera-
tions of wrking-»capital funds for industrial- and commercial-type es-
tablighments, This document constitutes the charter of Military Sea Trans-
portation Service in accordance with the provisions of \paragraph L of the
Regulations,
II DIRECTICN AND CONTROL

Military Sea Transportation Service has been established es an ac-
tivity within the Department of the Navy, pursuant to Secretary of De-
fonse directive dated 2 August 1949, As such 1t has the status of both
a eommand‘ activity and 8 procuring activity. As a part of the Operating
Foreces of the Havy, the Hilitary Sea Transportation Service is responsible
through its Comnander to the Chief of Naval Operations, As a procuring



activity, the Military Sea Transportation Service is responsible through

its Commander to the Assistant Secretary of the Navy,

III MISSION |

The mission of the Military Sea Transportation Service, pursuant

- to the aforementioned directive Qf the Secretafy of Defensa, ist

(a) To provide under one authority, the control, operation and
administration of Bea‘t.ranaportation for personnel and
cargo of the Department of Defense (excluding that trans-
porﬁed by units of the Fleet) and as authorized or direcﬁed
for other Government agencies of the Unit,éd States subject
to policies and priorities issued by the Joint Chiefs of
Staff; "

(b) To prepare plans for its employment and gxpansion in time
of national emergency based upon the poiic_ias and directives
of the Joint Chiefs of Staff and appropriate agenecies of the
Departmenh‘ of Defense and to maintain a basic organization
capable of expansién to implement such plansj

(o) And to consult with the appropriate agencies of the
Dopartment of Defense in coordinating exae\ition of
approved emergency pléns requiring the services,
facilities, and personnel or_ commercial sea carriers
and in negotiating therefor,

IV FUNCTIONS AND RESPONSIBILITIES
Pursuant to the aforementioned directive of the Secretary of Defense,

T4
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Military Sea Transportation Service is responsible for:

1. The control, operation and administration of govermment

2,

3.

be

owned vessels assigned, and all other vessels acguired
for the purpose of providing a noncombatant carrier
service of ocean transportation of persommel and material
for the Armed Services, and, as suthorized, for all other
government agencies of the United States, subject to
directives of the Joint Chiefs of Staff and the Chief of
Haval Operations.

The establishment, control, and administration of organ-
ization units ashore, worldwide, necessary for the
administration and operation of MSTS. (Msting organi~
zations and facilities of the three Services will be
utilized by MSTS as is practicable and necessary and as
directed by the Secretary of Defense.)

Tha procurenment of vessels outside the MSTS fleet by
bare—»boaﬁ, time and voyage charter, and the procurement
of passenger and cargo space in commereial shipping as
found necessary,

The establishment of an adequate system for reporting
requirenents for sea transportation of passengers and
cargo; and for such other operational information as
considered by MSTS to be necessary for the efficient
employment of MSTS véssels s and for the chartering of



L.

5¢

6.

Te

8.
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commercial vessels and the procurement of passenger
and cargo space in commercial vesgels,

The administration of priorities for sea transporta-
tion of material and personnel of the Armed Services
in accordance with the policy established and guid-
ance provided by the Joint Chiefs of Staff,

In coordination with“ perbineqt. government agenéies ’
the preparation of recommendations for the design,
specifications, and equipment of MSTS vessels, In
collsboration with pertinent govermnmt agencies,
the making of studies, analyses and recommendations
for the improvement and standardization of sen trans-
port control éracticos, procedures, reporté, forms
and coordination of traffic movements.

The control and administration of maintenance, re-~
pair, and alteration of all government owned vessels
asaigned to MSTS plus the maintenance and repair of
vessels under bareboat charter. -

The preparation of subsidiary pians for the employ-
ment and expansion of MSTS in time of national emer-
gency. These plans will be coordinated with those of
the bureaus and offices of the Navy Department, the
Shore Establishment and the Operating Forces by the
Chief of Naval Operations and integrated with the



8.

9.

11,

overall Navy Planning System, In such planning,
policies and directives issued by the Joint Chlefs
of Staff and the Munitions Board will be used as

_guidance, The execution of such plans requiring

the services, facilitles, and psrsonnel of com-
mercial ssa carriers, and negotiations therefor

is the responsibility of the Cormander, }STS,

The development and maintenance, in consonance with
applicable policies and procedures, of such cost
acecounting records and operational statistics as
will reflect the degree of efficiency and economy
of the operations conducted by MSTS and shows the
utilization of funds, manpower and equipment as-
signed to MSTS, This information will be made
available to all interested égencies of tﬁa De~
partment of Dafense.

The determination of the requirements of MSTS with

respect to personnel, equipment, material, facilities

and services, and advising the Chief of Naval Opera-

tiong in these matters,

The preparation of budgetary and other fiscal require-

ments of MSTS as coordinated with participating
agencies in accordance with directives issued by the

- Navy Comptroller,

7
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13,
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The administrative control of funds received by transe
fer, by reimbursement or received in payzzient for serv~
ices rendered in consonance with policies directed by
the Secretary of Defense.

The approval of stownge plans and their proper implementa-
tion, The Armed Service concerned will have representa-
tion with MSTS in the preparation of detalled stowage
plens affecting the shiprments made by that service,

The movement of Armed Services cargo to the side of the
vessel is a responsibility of the Department owning the
cargo. Stevedoring service will be arranged for by the
port comrzand when government port facilities are being
utilized, Stevedoring service will be arranged for by
the Department owning the cargo when conmercial port
facilities are used. The responsibility for the in-
plementation and execution of loading and unloading
rests with the activity furnishing the stevedoring serv-
ices. The responsibllity of MSTS for cargo begins when
the cargo is finally stowed on board and accepted by the
comnanding officer, and terminates when the cargo is ace
cepted free on board ship at destination,

The coordination between the Services and MSTS of the
booking of passengers and cargo. The Armed Service
concerned will have representation with M5TS in the
approval of detailed plans affecting the movement of
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15.

16.

17
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its personnel and cargo.

The control of all passengers on MSTS vessels, By
agreement bétween M3TS and the Armed Service con-
cérned, admirdstrative control may be excrcised
through Commanders of personnel assigned by the Armed
Service concerned, The responsibility of the MSTS
begins when the passenger émb&rks on the vessel and
terminates when the passenger disembarks frdm the
vessel,

The coordination of MSTS activities with the admin-
istration, management and operational control of port
facilities, Such harbor iugbcats and harbor facilie
tiecs as are available and are necessary in connection
with the operation of vessels will be provided for
the use of MITS through mutuanl agreements of 21 De-
partzents concerned and as local conditions permit.
Such other functions and responsibilities as may be
assigned,

V. OSERVICES AND CUSTCMERS

Military Sea Transportation Service, in harmeny with its basioc

mission 1s authorized to render ocean transportation services to all

agencies of the Department of Defonse; to other Covernmental Depart-

ments and other Governmental agencies or instrumentalities, such as,

but not necessarily limited to, MDAP, ECA, CRIK, IRO, when the move-

ment of personnel or materiel is sponsored by one of the agencies of



the Department of Defense or is authorized by higher authority.
VI BASIS OF CHARGING FOR SERVICES

MSTS is authorized to bill each agency to whom services are rendered
" at least monthly, During the first quarter of Fiscal Year 1952 the
monﬁhly billings may be accomplished on the basis of a summary bill ar-
rived at through an equitable allocation of monthly costs against the
1ift tranaported in that period. During this period‘memorandum bille
ings shall be computed by MSTS based on tariff rates and other factors
designed to recover its overall cost of rendering the services on the
one hand and to assure equitable charges (to the exteni deemed practic-
able) to all users of the services on the other hand, Such tariff rates
shall be determined in accordance with principles set fdrth in the In-
dustrial Fund Regulations except that nOVSurcharges will be made for
statistical costs on services billed to agencies outside the Depart-
ment of Defense, for the iimﬁ beiﬁg.

Monthly reports for the months of July . and August shall be pre-
pared by MSTS showing a comparison between the billings actually made
during each month and the memorandum billing based gn tariff rates. -
Prior to 30 September 1951, a decision will be made by the Assistant
Seeretary of Defense (Comptroller) with respect to a permanent basis
'for billing for services rendered, \

VIi COSTS AUTHORIZED TO BE FINANCED
Military Sea Transportation Service i1s authorized to finance
under the Havy Industrial Fund, the costs of performing services pur-
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suant to its mission, such as, but not necessarily limited to civil-
ian payrolls, iraveling expenses of both civilian and military per-
sonnel assigned to Military Sea Transportation Service, mabterials,
 supplies, provisions, services of various kinds, charter hire, maine
tenance repair and alteration of ships and other facilitiea, activa~
tion and inactivation of ships essigned, spare parts, repalr parts,
spare part sets, ships ecquipage and replacémenta of furniture and
squipnent required ashore, certain damage claims, and such other us-
ual expenses generally classified as Yoperating expenses" not spoe
cifically excluded hereinafter. (During the Fiscal Year 1952, the
proposed alteration program approximating $34,000,000 for MSTS
passenger ships will neither be financed by ¥3575 nor charged to its
opératin{; expenses; this program will be financed by the appropria-
tion specifically provided therefor,)
VIII COST3 NOT AUTHORIZED TO BE FIMANCED
Hilitary Soa Transportation Service is not authorized to fi-
nance definitively under the Navy Industrial Fund, costs of the
following:
(a) Hew construction and conversion of ships;
(b) Pay and ellowances of military personnel attached to
Military Sea Transportetion Service;
(¢) Proration of overhead of Bursau or Officers of the De~
partment of the Navy, in connection with services
rendered to Military Sea Transportation Service,



(e)

(d)

(e)

(£)

However, this prohibition does not relate to items
of direct expenses incurred specifically for the
rendition of such services;

Expenses for official representation (entertainment
of foreign officials, etc., incurred in reciprocaw-
tion); |
Military characterlistics of ships, such as armament
and amphibious gear;

Battle damage repairs on ¥MSTS ships.

Nothing contained herein shall be construed to prohibit Mili-

tary Sea Transportation Service from finencing initially, subject

to specific reimbursement, under the Navy Industrial Fund, costs

rolated to the forbgoing, when authorized to so do by the Secretary

of Defense or the Secretary of the Navy. Such authorization shall

be predicated on all of the following conditionas

(a)

(v)

Emergency conditions, requiring immediaste action
in the interest of National Defense;

The ability of Military Sea Transportation Service
to finance such cos£s out of its Industrial Fund
cash balance, without impairing its liquidation
of short-term and long~term commitments incurred
or to be incurred pursuant to the performance of
its mission, and without requesting an increase

in its working capital,
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(¢) The established ability of the activity, which
would normally finance such costs, to reimburse
Military Sea Transportation Service from the
current year's appropriation or other funds cur-
rently available to it, within a reascnable
length of time. The determinstion as to what is
a reasonzble length of time shall give due con-
sideratioﬁ to representations of the Military Sea
Transportation Service as to the dates on which
it will require such reimbursement in paft or in
entirety to meet its commitments.
IX LONG-TERM CONTRACTS
Hilitary Sea Transportation Service is authorized to enter into con-
tracts including long-term contracts as may be necessary in the best in-
terests of economy and/or Naticnal Defense for materials and services
provided that the cash requirements to liquidate the contingent liabile
ity for undelivered materlals or services under such contracts plus oﬁher
comnituents and liabilities will not exceed the total of avallable cash
plus anticipated receipts for the same period,
X COLLECTIOHS
Military Sea Trensportation Service is suthorized to credit the Havy
Industrial Fund with collections representing the cost of stores, supe
plies, materials or equipment furnished and of services rendered or work

performed, including applicable administrative expenses, and any other
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receipts as may be authorized by law.
XI ACCOUNTING SYSTEM
Militarj Sea Transportation Service shall employ such finaneisl and
accounting methods and procedures as will best serve its needs in the
effactive handling of its transactions and utilization of accounting
data as a guide to good management and in rendering such reports on its
financial status and the results of its cost of operations as may be
preseribed by the Secretary of Defense and Seerctary qf the Mavy from
time to time, |
In general, its accounting sjntem ghall be a double-entry commere
cial~type system, maintained on an accrual basis,
XIT WORKING CAPITAL -
Working capital to finance the operations of Military Sea Transe
portation Service will be provided as follows:
(a) An allocation of the Navy Industrial Fund to
the project cash account of Military Sea
Transportation Service in the amount 02.3100,000,000.
(b) Military Sea Transportation Service is authorized .
to capitalize its inventories of materinls and
supplies, subsistence stores, fuel 611; etc.,
ashore and afloat, on hand as of the date‘of
commencenent of operations under the Navy In-
dustrial Fund, with a concurrent credit to the

corpus of the Fund, Because the cquantities
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(b) carried aboard MSTS ships are essentially only
the requirements to completes a'voyage and ree
plenishment approximates consumption, no adjust-
ments to the cash allocation recuested iﬁ (a)
above is required,

(¢) The anmual leave accrued to civilian employees

| estimated at $5,400,000 at commencement of
operations under Navy Industrial Fund shall be
recognized initially as a liebility in the ac-
counts of Military Sea Transportation Service,

(d) The amount of indemnity selfw-insurance edimated
at $4,000,000 pertaining to Maritime Administra-
tion ships time chartered to Military Sea Trans-
portation Service, at commencement of operations
shall be recognized initially as a liability in
the accounts of Military Sea Transportation
Service,

The initiel allocation of cash will be adjusted subsequently as
authorized by the Assistant Secretory of Defense (Comptroller), to meet
Justified needs,

XIII EXCEPTION TO REGULATIONS AND INSTRUCTIONS COVERING OPERATION

UNDER WORKING-CAPITAL FUNDS FOR INDUSTRIAL~ AND COMMERCIAL-

TYPE ESTABLISHMENTS (INDUSTRIAL FUNDS), APPROVED 13 JULY 1950

Military Sea Transportation Service 1s authoriszed to deviate

from the requirements of the Regulations as to:



(a) Paragraphs 5(3) and 7(g) in that acquisitions of
ships' equipage and the relatively minor items of
furniture and equipment required in its shore
activities may be charged to expense,

(b) Parsgraph 7(e)(2) in that the amount to be reim-
bursed for services performed for other Govern-
ment departments and instrumentelities need not
include proration of military pay and allowances,
déprsciation and other elements of statistical

cost ags found in Sechion VI hereof,

/s/ W, J. Yickeil
Assistent Secretary of Defense

Washington, D, C, 7 May 1951
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CHART OF ACCOUNTS A!;H) OTHER CCODING DATA
’ CHAPTER 09
SECTION Ol -~ GENERAL EXPLANATION OF ACCOUNTS
1 - ASSET ACCOUNTS
11 ~ CASH:
1101 NAVY INDUSTRIAL FUND, MSTS

Charge with amounts of original and any supplemental govern-
menpal cash contributions to Havy Industrial Fund, Account Ho, 2, and
with all collecﬁions of revenue or miscellaneous receipts from MSTS
operations under the Fund, |

Credit with the amounts of any reductions of the governmental
cash contributions to Navy Industrial Fund, Account No. 2, and with all
disbursements in payment of vouchers and S, F, 1080's for operations
under the Fund,

Do NOT charge or credit this account with any transactions
by Disbursing Officers which affect appropriations other than NIF, Ac-
count No, 2.

12 ~ ACCCOUNTS RECELIVABLE3
1201 ACCOUNTS RECEIVABLE - TRAFFIC

Charge with a1l amounts billed to MSTS customers for 1ift,



charter, and standby and delay time revenue.

Credit with collections or downward adjustments of above
charges, _

120§ ACCOUNTS RECEIVABLE - MISCELLANEOUS

Charge with all amounts billed or otherwise collectible
by M3TS with respect to any transactions under Navy Industrial Fund,
Account No, 2, other than the three types of revenue billings charge-
able to Account Yo, 1201.

Credit with collections or downward adjustments of above
charga, |
13 - INVENTORIES:

1301 INVENTCRY - MSTS SPECIAL MATERIAL
This account shall be used only for materials ashore, as
definéd below. The consolidated account will be maintained by COMSTS
at Washington, D, C, Charges to the account will be made only by
COMBTS.
Charge with the value of the initial inventory ashore,

. upward aﬂ;}ustmenta thereof, and subsequent procursment of "MSTS Spec-
ial Material' which is defined in MSTS Technical Material Requisition-
ing Guide as "machinery, equipment and major components (excluding
electronics) under the cognizance of the Commander, Military Sea Trans-
portation Service and which, because of its design or specific use is
intended primarily for shipboard use on USS (commissioned) and/or USNS
(non-cormissioned) ships of the MSTS Fleet; normally an item of perman-



ent shipboard equipment (non-consumables) applicable only to Navy de-
sign and commercial design‘typs ships assigned to the MSTS Fleet ,.."

Credit with the value of material of this type issued for
_ installation or use aboard ships, surveyed or otherwise disposed of,
and with downward adjustments, if any, of the initial inventory.

11303 INVENTORY ~ CONSUMABLE SUPPLIES, SHIPS |

Consumable supplies are defined as those materiaia of a
generai nature which are cérried sboard ship for use in its operation
and for maintenance and which upon issue are consumed in use. The
térm‘does not include provisions, bedding, linens, silverware, etc.,
propulsion fuel or equipage.

Charge with cost of all consumable supplies procured for
shipboard inventory.

Charge with inventcny sboard comrmissioned ships at time
of assignment to MSTS, (Credit Account 1399).

Credit with 1/12 the amount budgeted annually for consume
able supplies expense, or latest estimate'of actual usage.

Credit with inventony of commissioned ships at time of
transfer from MSTS to the Service Forces, ‘(Gharge Account 1399).

Charge or credit with inventory adjustments a5 required
based on annual inventory reports. |

1304 INVENTORY ~ SUBSISTENCE STORES, SHIPS

Charge with the value of food products for the subsistence

of persormel recaived aboard non-commissioned MSTS assigned ships,

LIGRARY
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Credit with the value of such food productss

a, issued for use aboard ships;

b, surveyed; -

¢, sold,

Charges and credits shall also be made for the value of in-
ventories of food products aboard MST3 assighed non~-commissioned ships
transferred from one MSTS Cormand to another,

1305 INVENTORY ~ PROPULSION FUBL, SHIFS

Charge with the valus of all fucl used for propulsion of
ships which is received aboard ships, including the ;nventory aboard
commissioned ships at‘time of transfer to MSTS,.

Credit with the cost of propulsion fuel:

a, consumed each month;

be s0ld, including inventories on commissioned ships

transferged from HSTS to the Service Forces,

Charges and credits shall also be made for the value of in-

ventorigs of propulsion fuel aboard ships transferred from one MSTS Come
\mand to another.
1307 INVENTORY - BEDDING, TABLE/ARE, E’i’G., SHIPS

Charge with cost of dishes, silverware, glassware, utensils,
beddings, mattreasea, etcs., procured for shipboard 1nyentofy.

Items such as stewards' and cooks! aprons and coats are

similarly chargeable to this account.
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Credit with pro-rata share of estimated annual usage of
such materials,
Charge or credit as appropriate with adjustuments based on

- annual inventory reports,

1390 INVENTORY IN TRANSIT
Charge with the value of invoices processed for payment
either in advance of the physical receipt of material, or when, for
some other reason, determination of final charge cannot be made,
Credit with amounts previously charged to this account
~ when data requisite to proper accounting becomes availaﬁla.

1399 RESERVE FOR INVENTORY OF CONSUMABLE SUPPLIES ABOARD
COMHISSIONED SHIP3

Credit this account tﬂth the amounts charged to Account
1303 in recording inventory of consumable supplies aboard MSTS com~
migsioned ships at time of assignment to HSTS,

Charge this account with the value of the inventory of
consumable supplies aboard commissioned ahiés at the time of their
transfer from MSTS to the Service Forces, w

Charge or credit this account with the adjustment nece-
essary to clear herefrom the difference between the amount originally
credited hersto with respect to any commissioned ship and the amount
charged hereto in closing out the inventory aboard such ship at time
of transfer back to the Service Forces, The contra to this type of
adjustment shall be to Account 5130, "Consumable Supplies". |



U - kGASB ADVANCES
1401 to 1499 CASH ADVANCES ~ MISCELLANEOUS
~ These accounts will be used only by COMSTS, Washington, D. C.

Charge with the amounts of any funds advanced to other active
ities (e.g., advances such as those made to the Maritime Administration
for costs of activating and inactivating ships),

’ Credit with costs incurred and which are properly payable
from such funds, ond with the amounts of any refunds of such advances.
15 ~ DEFERRED CHARGES TO OPERATIONS:

1501 WORK IN PROCESS =~ MSTS HMAINTENANCE SHOPS

Charge with the cost of 1a50r, services, and materials and
supplies consumed in Maintenance Shop operations,

Credit with the cost (labor, materials, and overhead applied)
of Jjob orders completed each month. | .

This account is & controlling account, the balance of which,
at the end of each monthly accounting pericd, should equal the sum of
the charges to all incomplete job orders in the HSTS Haintenance Shops, |
‘plus or minus the underdistributed or overdistributed, respectively,
shop overhead charges.

1506 SHIP ACTIVATIONS, UNAMORTIZED PORTION
" Charge with those costs incurred by MSTS for activation of
ships whicht (a) are prdperly chargeable as such under the terms of the
appilicable agreement (e.g., activation of Maritime Administration owned
cargo ships); or (b) are consistent with the theory that Navy ships,
vhen assigned to MSTS, are equipped for operation. With the exception
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stated below, charges to this account shall ineclude all costs prior
to the Readiness - for -~ Sea date, including: wages and subsistence
of the crew; supplies and fuel consumed and other housekeeping costs
" of the ship during the activation period; and repairs made during
this period in addition to the costs strictly associated with clean-
ing up the ship and machinery,

This account shall not be charged for initial stocks of
supplies, subsistence stoﬁes or fuel. OSuch items shall be charged
to tﬁe appropriaste MS5TS inventory. Heither shall this account be
charged with cost of alterations made coincident with, but not a

part of, the activation.

In regard to Commissioned Ships or ships to be commissioned,
this account shall not be charged with nor shall M3TS finance:

a. the cost of items recuisitioned to fill deficiencies

in allowance lists of equipage,

b, the cost of initial stocks of consumable supplies

and subsistonce stores placed aboard ships,

Credit this account with the monthly amortization of costs
incurred, not to exceed one twelfth (1/12) of the total cost of each
ship's completed activation. Write-off will commence with the first
month during which the ship is engaged in incoms producing operations,
Where a vessel so activated is released from MSTS service in less than
12 months, the unambrtized portion of activation cost applicable to the

particular vessel shall be written-off at time of disposition. -



1509 YORK IN PROCESS - REPAIRS TO MSTS SPECIAL MATERIAL,
SIMBOL X!

Charge with the cost of the direct material to be inspected,
_ ropaired and/or alterod to include the cost of labor, services and
materials réquired in éonnection with the inspection, repair and/or al-
- teration of such direct material, when such work is not performed by
M5TS Maintenance Shops,

Credit monthly with the cost of the completed job orders as
’followsa | ‘

a. Credit with the cost of the difect material to be

inspected, repaired and/or altered,

b. Credit with the cost of labor, services and

matérials required in connection with the
inspection, repair and/or alteration,
1519 MISCELLANECUS DEFERRED CHARGES AND PREPAID EXPENSES

Charge with costs incurred or paid which are: (1) of amount
sipnificant in relation to the monthly operating costs of M3TS; (2) re~
lated to either a specific future accounting periéd’or an extended pe-
riod of time in the fuﬁufe; and are not properly chargeable to another
deferred charge account, ,

Credit with amounts chargeable to éxpense when and as ap=
propriate undér the circumstances pertaining to the particular deferred
charge.

19 -~ INTRA-MSTS CLEARING ACCOUNTS

1901 COMBTS
1902 COMSTSLARTAREA

%



1903 COMSTSEIMAREA

1904 COMSTSPACAREA

1905 COMSTSHESTPACAREA

1921 COMSTSGULFSUBAREA

1922 COMSTSHORPACSUBAREA

1923 COMSTSHMIDPACSUBAREA

1941 COMSTSOFFICE SAM JUAN

1942 COMSTSCARIBSUBAREA

1943 CO MSTSOFFICE BHEMERHAVEN

1944 CO MSTSOFFICE 1A PALLICE

1945 CO MSTSOFFICE KODIAK

The general ledger of each MSTS Command shall contain a clearing
account with every other MSTS Command with which business is transacted,
These accounts are in the nature of combined accounts receivable and ace
counts payable.

Charges and credits to these accounts shall be made only on the
basis of Intra-M3TS Vouchers, either originated and transmitted to
other Cemmands,‘or received from other Commands,

Numbers for these accounts shall be assigned by COMSTS. The
sbove mmbers have been assigned to date, |

| 2 - LIABILITY ACCOUNTS
21 ~ ACCOUNTS PAYABLE:
2101 VOUCHERS PAYABLE
Credit with the total of vouchers payable prepared and en-
tered in the Voucher Register each month, |
Charge with the total pajmsnte on vouchers payable entered
in the Record of Cash Disbursements each month,
2102 8. F. 1080'S PAYABLE
Credit and charge respectively, with vouchers payable to

other Government agencies and payments of applicable S, F. 1080's,



as currently recorded in and posted from the Voucher Register and the
Record of Cash Disbursements, as described under Account 2101,
2103 SHIPPING CONTR&CTS\ PAYABLE (WITHHELD PORTION)

Credit with amounts withheld, in accordance with contract
terms, from space charter involces vouchered for psyment and recorded
in the Voucher Register,

Charge with amounts subsequently vouchered for payment
either to the carrier or to the owner of the cargo in the event of .
damage thereto. Also, charge with any reduction of MSTS liability to
the carrier resulting from adjustment of transportation charges or

claims adjudicated,
| 210l SALARIES AND WAGES PAYABLE

Credit with the gross earnings of both classified and une
classified civilian employees ashore at MSTS suﬁordinate Commands,

Charge with payments of the above mentioned payrolls.

In addition to the foregoing entries:

Credit this account with accruals to record the esti-

‘ mated gross earnings unpaid at the end of each month; and

Charge this account withg

a, adjustments, ﬁa necessary,of the standing accrual
with respect to civilian marine payrolls; and

b, entries to reverse the previous month's accrual
of unpaid earnings for all payrolls except the
civilian marine payroll,
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2105 PERSONAL ALLOTMENTS PAYABLE (EMPLOYEES)

Credit with the total allotment deductions from earnings
of civilian marine employess as reported on 5, F, 1128's recorded each
- month, v ‘

Charge with payments made to gllottees and with payments
if any, made to, or for the account of, employees, representing earn-
ings withheld after the effective date of cancaliation of an allotment.

2109 SOCIAL SECURITY TAXES PAYABLE (F.I.C.A. = EMPLOYER!S
CONTRIBUTION)

Credit with MST3 (employerts) liability for F.I,C.A, tax
on salaries and wages due subject emplbyees. |

Charge with p_ayment.a made in liquidation of this lia-
bility.

| 2119 MISCELLANEOUS ACCOUNTS PAYABLE

Credit with accounts payabls by I5TS for items or transe
actions which may not be properly credited to one of the other eccounts
in the 2100 series (ususlly those items will represent liabilities
which will not be paid for an abnormal length of time),

Charge with payments in liquidation rcf these asccounts,’
22 - ACCRUED LIABILITIES:

2201 ACCRUED TIME AND VOYAGE CHARTERS

Credit with the estimated liability, as of the end of
each month, remaining unvouchered at the time the Voucher Register is
closed for the month,

In the following month, reverse the previous month's



accrual by a charge for the same amount as the credit described above.
2202 ACCRUED SHIPPING CONTRACTS

| Credit with the MSTS liebility represented by the file

of space charter Shipping Orders, issued prior to the end of the

month, which remain unvouchered at the time the Voucher Register 1s

closed for the month,

In the following month, reverse the previocus month's
acerual by a charge for the same amount as the credit described above.

| 2203 ACCRUED BERTH RATE SHIPMENTS |

Credit with the liability, as of the end of each month,
determined from the tabulating nmachine run of cards representing memo
Government bills of lading for which the original GBL's have not been
received and vouchered.

Reverse this acerual in the follox#ing month by an appro-
priate chargelto thisg account.

2204, ACCRUED CONTRACT TANKER EXPENSE

{:redit with monthly estimste of tanker operating expenses
and fees. ‘

Charge with payments to contractors, and payments to
other Government agencies for fuel, ship repairs, and other items,
the issue or performance of which is authorized under the contract
without a direat outlay of funds by the contractor.

2205 ACCRUED AMMUAL LEAVE, CIVILIAN EMPLOYEES
| Credit with liability to civilian employees for a.rgmal,

_ leave earned as accrued monthly.

99



7 Charge with the value of anmal .lea.ve taken by employees
each month, |
Also charge or credit with adjustments as may be required.
2206 ACCRUED SUPPLIES M!D\ SERVICES
Credit with the month-ond liability for unvouchered rew
coipts of suﬁplies and services,
Charge with reversal of this credit in the following
month, .
2210 ACCRUED CONTRACT LST EXPENSES
Credit with monthly estimate of 13T operating expenses
and fees,
Charge wiﬁh reversal of the credit in the following
month,
23 = CASH ADVANCES RECEIVED:
2301 CASH ADVANCES RECEIVED

to
2399

Credit with funds i'eceived in advance for the purpose of
" defraying costs of projects not normally chargeable to the Navy In-.
dustrial Fund,

‘ Charge with expenses incurred by MSTS in connection with
such projects, and with the amounts of any refunds of such advances,

Use separate account for cach project,

2}, - DEFERRED CREDITS: |

21,01 DIFERRED INCOME

100
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Credit with any amounts of revenue billed in advance of
the accounting period in vhich the revenue is earned,

Charge with amounts transferred to revenue accounts.,
" 29 - RESERVES:

2901 RESERVE FOR INDEMITY SELF-IN3URANCE

‘This account represents amcun’: reserved in lieu of com-
mercisl war risk hull, protection and indemmity, and such other forms
of commerciol marine inmzrancg as may be eliminated in the future with
 respoct to ships owned by the Maritime Administration and time char-
tered by MSTS, Reserve recuirements are established by Chief of Naval
Material (Insurance Branch). o

Credit with a monthly provision calcﬁlated to burden
| current operations, ratably over the fiscal year, with the required
increase for the year in the reserve as estimated by the Chief of
Naval Material (Insurance Branch). |

Charge with payments for indemification of losses and
any other adjustment to reflect reductions in reserve requirements.,

2902 RESERVE FOR INACTIVATION OF SHIPS |

Credit monthly with amounts ca.lculaf,ed to 'biu'den operaw-
tions, as evenly as practicable over a period of two years from date
of commencement of operations by MSTS, with the estimated cost of in-
activating ships subject to inactivation by MSTS.

Charge with costs incurred for inactivation of ships.

2903 RESERVE PCR MAINTENANCE AND OVERHAUL OF SHIPS

LiZrARY

TY OF RICHMOND
VIRGINIA

UNIVERS]
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Credit monthly with the pro rata share of estimated costs
of voyage repairs and overhaul for the overhaul cycle of the ship (Contra
charge to Account 5180),

Credit with any additional amounts as Qay be authorigzed
by COMSTS (Contra charge to Account 1901).

Credit with amount of adjustment necessary at date of over-
haul of each ship so that the reserve of each ship equals actual cost
of each ship (Contra charge to Aceount 5180),

Credit with amount of the reserve balance per books for
each ship transferred from another command (Contra charge to appropriate
accounts in the 1900 series).

| Charge with costs incurred for voyage repairs and over—

haul of ships. Charges to this Account must be in agreement with the
monthly "Statement of Maintenance, Repair and Overhaul of Ships" by
MSTS Haintenance Shop, Naval Shipyard and Private Contractor by cost
analysis code, Where Naval Shipyards perform the work and report monthly
charges it will be necessary to obtain a breakdown of costs by Cost
. Analysis Code, Where private shipyards perform the work, an estimate
should be obtained as to the work incurred at the end of each month by
cost analysis code (with such estimates being adjusted to actual costs

in the ensuing month or upon completion of the work). (Contra credit
| to appropriate account, i.e., to llcl, 1500 series or 2200 series as
may be appropriate),

Charge with amount of adjustment necessary at date of

overhaul of each ship so that the reserve of each ship equols actual
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cost of each ship (Contra credit to Account 5180).

Charge with amount of the reserve per books for each
ship transferred to other commands (Contra credit to Accounts in the
1900 series).
| 3 -~ PROPRIETARY ACCOUNIS
31 - CORPUS OF FUND AT INCEPTION, 1 JULY 1951:

A 3101 ORIGINAL GOVERMNMENTAL CASH COUTRIBUTION TO FUND
3102 INVENTORIES CAPITALIZED, 1 JULY 1951
‘3103 LIABILITIES ASSUMED, 1 JULY 1951

The credits to Accounts 3101 and 3102 and the charge
to Account 3103, which must be made in connection with recording the
original assets and liabilities of the Navy Industrial Fund, Account
No. 2,'are selfw-svident from the account titles, |
32 = CORPUS OF FUND - CAPITAL CHANGES AFTSR 1 JULY 1951:

3201 ADDITIONAL GOVERNMENTAL CASH QOﬁTﬁIBUTIOES TO FUND

Credit this account with additional cash provided as
an increase in the corpus of Havy Industrial Fund, Account Ho. 2,
~after 1 July 1951.

Charge this account with any reductions in the au-
thorized cash corpus of the Fund account after 1 July 1951,

33 - CORPUS OF FUND - OPERATIONAL CHANGES AFTER 1 JULY 1951
3301 EXCESS OF INCOME OVER EXPENSES - PREVIOUS YEARS

After the income and expense accounts for eacﬁ fiscal

year have been closed to Account 3302, the balance of that account

shall be closed into this azccount.
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3302 EXCESS OF INCOME OVER EYPENSES - CUNRENT YEAR
At tho end of sach fiscal year, close all operating income
and expense accounts into this account, Then close the balance of
" this account into Account 3301.
L ~ INCOME ACCOUNTS
41 ~ CARGO REVENUEs
4101 CARGO IHCOMY ~ MSTS ASSIGHED SHIPS
4102 CARGO INCOME - TIM CHARTER
4103 CARGO INCOME - VOYAGE CHARTER
L10L CARGO INCOME - SHIPPING CONTRACTS
4105 CARGO INCOME - BERTH RATE
1106 CARGO INCOME - CONTRACT 1ST's
Credit with revenue earned from dry and reefer cargo trange
ported by the appropriste type of services, |
4108 CARGO INCOME - PER DIEM USE OF FLEET SHIPS
Credit with revenue earned from dry and reefer cargo trans-
ported on Fleet Service Ships assigned to MSTS on a per diem basis,
" ‘and with revenue earned from such ships when utilized by the shipper
services on a per diem basis,
4109 CARGO INCOME - UNUTILIZED TRAFFIC RUSERVATIONS
Credit with revenue earned from unutilized cargo traffic
regervations of the responsible shipper service.,
4110 CARGO INCOME - DELAY TIME
Credit with revemue earned from delay time of dry and

reefor cargo ships caused by the shipper services,



42 - PASSINGER REVENUE:
4201 PASSTNGER INCOME - MOTS ASCIGNED SHIP&
L4202 PASSENGER INCOMT - TIME CHARGER
4203 PASSI‘? GER INCOME - VOYAGE CHARTER
420l PASSENGER INCOME - SHIPPING COMTRACTS
4206 PASSERGER INCOME - CONTRACT IST!s
Credit with reveﬁue earned {rom passengers trangsported by
appropriate type services and subsistence and transportation charges
collected from pangengers, ‘
1,208 PASSENCER INCCME - FER DIFM USE OF FLEET SHIPS
Credit with revenue earned from passengors transported on
Fleet Service Ships assigned to MSTS5 on a pez- diem basis, with
revenue varned from such ships when utilized by the shipper services
on & per diem basis and with subsistience collected from passengers.
4209 PASSENGER INCGME - URUTILIZED TRAFFIC RESERVATIOHS
Credit with revenue earned from unutilized passenger trafe
fic reservations by the responsible shipper service,
4210 PASSENGER INCOME - DELAY TIME
Credit with revenue earned f{rom delay time of passenger
ships caused by the shipper service,
L3 ~ FETROLEUM REVENUE:
%4301 PETROLEUM SERVICE - v%ﬁ'ETS ASSICHED SHIPS
4302 PETROLEUY SERVICE - TIME CHARTER
4303 PETROLEUM SERVICE - VOYAGE CHARTER
4307 PETROLEUY SERVICE ~ CONTRACT TANKERS

105
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Credit with revenue earned from bulk petruleum transported
by the appropriate type services.

4308 PETROLEUM SERVICE - PER DIEY USE OF FLEET SHIPS

Credit with revenue earned from bulk petroleum transported
on Fleet Service Ships assigned on a per diem basis and with revenue
earned {rom such ships when utilized by the shipper services on a per
diem basis,

4309 PETROLEUM SERVICE ~ UNUTILIZED TRAFFIC RESERVATICHS

Credit with revenue earned from umtilized petroleum traf-

fic raaarvatioiza by the responsible shipper service.
714310 PETROLEUM SERVICE - DELAY TIME

Credit with revenue earned from delay time of tankers
caused by the shipper services.

The sbove accounts are also credited with amounts trang-
ferred from Account 2401, as applicable,

45 «~ QTHER REVENUE:
450) NON-OPERATING INCOME = MISCELLANEOUS ,

Credit with miscellaneous income earned including collec-
tions for laundry processed by ships' facilities, cash discounts,
scrap sales, ete,

5 = OPERATING EXPENSE ACCOUNTS
51 -~ SHIP OPERATING EXPENSE ACCOUNTS:
5101 LABOR, CIVILIAN MARINE - REGULAR TIME

Charge with compensation earned at basic rates of pay

for time worked by civilian marine personnel.
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5102 LABOR, CIVILIAN MARINE ~ OVERTINE

Charge with compensation earned a£ overtimé rates of pay
by civilian marine personnel. )

| Charge with premium pay earned by civilian marine employees
for work performed on Navy recognized holidays,

5104 LABCR, CIViIL(Aﬁ MARINE - AREA BONUS _‘

_ Charge with compensation earned at established bonus rates

for time spent in designated hasardous "bonus areas" by civilian

marine personnel,

5105 LABOR, CIVILIAN MARINE ~ SUPER AREA, HARBOR, AND OTHER
BONUSES

Charge with bonus earnings computed in accordance with in-
structions contained in the Civilian Marine Personnel Instruections,
5108 LABOR, CIVILIAN MARINE - ANNUAL, SICK, AND MILITARY LEAVE
Charge with amounta acerued for anmual leave and pald for
sick and military leave taken, (See Account 2205),
Charge or credit with the net semi~annual adjustments as
necessary,
5115 EMPLOYER'S TAX FICA - CIVILIAN MARINE
Charge with employer's contribution;
5116 TRAVEL
Charge with all costs of travel and expenses in connection
therewith, when such travel is performed by MSTS afloat personnel,
Travel expenses incurred by military personnel under per-
" manent change of duty orders are not payable by the Navy Industrial
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Fund and therefore not chargeable to this account,
Expenses in connection with repatriation of mérine personnel
are chargeablo to this aceount, |
5120 CASH IN LIEU OF SUBSISTENCE AND QUARTERS
Charge with all cash payments to civilian marine personnel
when cash allowances are authorized in lieu of subsistence and quarters
" in kind,
5121 SUBSISTENCE, SHIPS! COMPLEMENT
Charge with the cost of rations served to ship's complement
as computed from the Ration Records (5&A 45). |
5122 SURSISTEWCE, PASSENGERS
Charge with cost of rations served to cabin and troop passen-
gers as computed from the Ration Records (S&A 45). Charge also with
the cost of subsistence stores surveyed, as reported on the S&A L5's,
5126 PROPULSION FUEL
Charge with the cost of propulsion fuel consumed, based on
monthly report of inventory.
5130 CONSUMABLE SUPPLIES
Charge or credit with inventory adjustmaﬂts to Account 1303
as required, based upon annual reports of inventory.
5133 BEDDING, TABLEWARE, ETC.
Charge with pro-rata share of estimated annual usage of
bedding, tablewars, etc.
Charge or credit as appropriate with adjustments to Account
1307, based on anmual report of inventory,



109

5136 MEDICAL AND DENTAL SUPPLIES
Charge with the cost of all medical and dental supplies
procured,
5138 TRANSPORTATICH AHD HANDLING OF MSTS SHIPS SUPPLILS
Charge with expenses incurred in the handling, loading, un-
loading and transportation of supplies and materials procured for
ship's use,
5148 LAUNDRY SUPPLIES AND EXPENSES
Charge with costs of all laundry supplies and services pur-
chased by ships in connection with their operating requirements,
¥hen authorized use is made of ships'! facilities in process-
ing laundry for ships! crews and passengers, costs in connection there-
with are chargeable to this account.
Collection of preseribed charges for such services will be
treaﬁed as miscellaneous non-operating income.
5152 TUG HIRE
Charge with costs of tug services rendered to ships in con-
nection with docking, undocking and other movements of ships.

5153 TOLLS, PILOTAGE, DOCKAGE, GARBAGE, UTILIEIS AND OTHER PORT
EXPENSES ' :

Charzoe with all port expenses other than tug services in-
curred for the asccount of MSTS ships.

In comnection with all port charges including tug services,
HSTS expense accounts are to be charged only when such services are
for the account of MSTS, As a matter of policy, port expenses in-
curred in carrying out the transportation mlssion of MSTS are for the
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account of MSTS, ;

Port expenses incurred specifically fer the benefit of cargo
are for the account of the shipper service, whenever such services fall
beyond the scope of the MSTS téansportation mission,

In-port movement of ships involving two discharge locations
is for the account of MSTS when physical facilities require such move=-
ment. As a general rule, this policy is interpreted to provide that
M5T3 will bear all expenses in connection with movement of ships, exw
cept whére circumstances clearly indicate a shipper service responsi-
bility. |

5171 SHIPS EQUIPAGE

Charge directly with the costs of equipage replacements
procured,

Equipage is defined as including items of an equipment nature
such as motors, binooulars, navigation equipment, etec., as well as
spare parts, repair pgm, and spare part sets, which are not nérmally
carried in the supplies iﬁentow of the mspect.ixfe ship departments.

5180 MAINTENANCE AND QVERHAUL OF SHIPS .

Charge with monthly pro rata share of budgeted axpanﬁea for
voyage repairs and anmual overhauls as determined for the norman maine
 tenance cycle, ,

Charge or credit with adjustments as necessary. '

5182 ACCIDENT AND DAMAGE REPAIR

Charge with cost of repair of damages to MSTS ships and

ships! equipage caused by‘colliaion, accident or peril of the sea,



which are properly chargeable to the Havy Industrial Fund,
Charge with amortization of sucﬁ costs when so dirocted by
COMSTS,
Charge and/or credit with any adjustments incident to repair
of such damage. |
This account 1s intended to accumulate expenses of repairing
damages suffered by MSTS ships as a result of collision, accident or
peril of the sea, tuhen the cost of repairs, under this caption, is
estimated to exceed $2,500.,00, advance approval will be obtained from
COMSTS wefore commencement of work.
5185 ALTERATIONS OF SHIPS
Charge directly with expenses incurred in connection wit.h‘
alteration rof ships.
It is contemplated that work of this nature payable ‘by thé
Navy Industrial Fund will involve relatively small amounts. In the
event that such alteration is of sufficient magnitude to distort monthly
operating costs, accounting instruections will be supplied by COMSTS.
5190 ACTIVATIONS OF SHIPS, AMORTIZED PORTION |
Charge with the monthly amortiszations of costs of completed
activations. |
5191 Pnovisxozs FOR INACTIVATIOHNS OF SHIPS
Charge with the amount reserved monthly for inactivation
of MSTS ships.
Charge or credit with adjustments as may be determined.



5199 MISCELLANEOUS |
Charge with the cost of supplies and services which are
not properly chargeable to the foregoing accounts in the ship operat-
ing exponse series; for example, water sterilization, charges assessed
for inspections and survey by the American Bureau of Sﬁipping, etc,
52 - CHARTER AND SHIP CORTRACT EXPEMSES:
5201 TIME CHARTER EXPENSE - CARGO
Charge with costs of hiring commercial cargo ships under
time éhartar agreements, Include the costs of bunker fuel and other
materials and supplies issued to the owmer-operator of the ship withe
out an oublay of funds by him, when such ispues are provided for in
the contract, |
Charge each month with the acerual for the estimated un-
vouchered 1liabllity and credit in the following month with the re-
versal of this accrual,
5202 SHIPPTNG CONTRACT EXPENSES = CARGO
Chargeywith the cost of transporting cargo on commercial
ghips under space charter sgreements, ineluding the month-end ac- .
crual of estimated unvouchered lisbility. Credit with the reversal
of the accrual in the following mohth.
5203 BERTH RATE EXPENSES - CARGO
Charge with the cost of shipping cargo on cormercial
ships at berth rates, including a menthly acerual of the estimated
unvouchered 1iability, which shall be reversed in the following
month by a credit to this account,
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5204, VOYAGE CHARTER EXPEHSE ~ CARGO

Charge with coste of hiring comuercial cargo ships under
vbyage charter agreements, Include the costs of bunker fuel and
* other materials and supplies issued to the owner-operator of the ship
without an outlay of funds by him, when such issues are provided for
in the contract,

Charge each month with the acerual for the estimated un-
vouchered liability and credit in the following month with the re-
versal of this accrual,

5206 CONTRACT LST EXPENSES - CARGO

Charge with payments made to commereial operators for the
oparation of these ships and the month-end accrual of the estimated
unvouchered liability.

Credit with the reversal of the accrual in the following
month,

- 5208 FER DIEM USE OF FLEET SHIPS - CARGO
Charge with the per diem costs of f{leet ships hired by
HSTS,

5211 TIME CHARTER EXPENSE - PASSENGER
5212 SHIPPING CONTRACT EXPENSE ~ PASSENGER

- 5213 VOYAGE CHARTER EXPENSE -~ PASSTNGER
5214 CONTRACT 13T EXPSNSE - PASSENGER
5218 PER DIEM USE OF FLEET SHIPS =~ PASSENGER
5221 TIME CHARTER EXPENSE = PETROLEUM
5222 VOYAGE CHARTER EXPENSE -~ PETHOLEUM

Entries to accounts numbered 5211, 5212, 5213, 5214,
5218, 5221, and 5222 shall be similar to those listed under accounts

numbered 5201, 5202, 5204 and 5206 respoctively.



5224 CONTRACT TANKERS EXPENSE « PETROLEUM
Charge with the monthly accrual of estimated costs under
cost-plus-fixed fee contracts for the operation of MSTS tankers by
- commercial operators under contracts executed by ¥5TS, These ace
cruals shall include all costs incident to the operation of the
tankers.
5228‘ PER DIEM USE OF FLEET SHIPS ~ FETROLEUM
Charge with the per diem costs of fleet ships hired by
MSTS,
53 - OQVERHEAD EXPEHSE ACCOUNTS:
5301 SALARIES AND WAGES, CLASSIFiED - REGULAR TIME
Charge with compensation earned at basic rates of pay
for time worked by civilian classified einployees.
5302 SALARIES AND WAGES, CLASSIFIED - OVERTIME
Charge with compensation earned at overtime rates of Pay
by civilian classified employees. » |
Also charge with premium pay earned by classified em-
ployees for work performed on Navy recognized holidays.
5307 SALARTES AND WAGES, MARINE PERSONNEL AWAITING ASSIGNMENT
Charge with the pay of all eivilian marine personnel
awaiting assignment to a ship (other than civilian marine personnel
on annual leave or undergoing indoctrination and training).

5308 SALARIES AND WAGES, CLASSIFIED ~ ANNUAL, SICK AND
MILITARY LEAVE

Charge with amounts accrued for annual leave and paid

for sick and military leave taken for civilian classified employees.
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’ Charge or credit with the net semi~anmal adjustments to
Account, 2205,
5312 SALARIES AND WAGES, UNCLASSIFIED - REGULAR TIME
5313 SALARIES AND WAGES, UNCLASSIFIED - OVERTIME
5318 SALARIES AND #AGIS, UNCLASSIFIED - ANNUAL, SICK AND
MILITARY 1LEAVE
Charge and eredit earnings of civilian unclassified em= .
ployees as described for Accounts 5301, 5302, and 5308,
These accounts shall not bo used for those regularly em-
ployed in MSTS Maintenance Shops.
532, INDOCTRINATION AND TRAINING ~ SALARIES AND WAGES
Charge with salaries and wages incurred in the indoctri-~
nation and training of (1) Group IVb énqaloyees, (2) Groups I, I, 111,
and IVa employees, exclusive of MSTS maintenance shop ex;ployaes s and
(3) civilian marine employees, and with the earnings of such employees
undergoing indoctrination and training, (For further details, see
Chapter 09, Section 02), ’ ’ ‘
Charge with salaries and wages of personnel permanéntl,y
assigned as instructors or clerks.
5325 EMPLOYER!'S ‘TAX, FICA (CIVILIAN PERSONNEL ASHORE)
Charge with employer's (MSTS) contribution,
5326 INDOCTRINATION AND TRAINING - OTHER EXPENSES
Charge with all coats other than salaries and wages ine
curred in the indoctrination and training of MSTS employees, exclude-
ing MSTS maintenance shop employees.
5328 TRAVEL EXPENSES
Charge with travel costs including cost of transporta-
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tion requests of all Naval and civilian personnel assigned to MSTS
shore activitios when traveling under temporary additional duty
orders, '
Charge with the cost of all travel of shore based
civilian personnel including cost of transportation requests,
5330 OCCUPANCY OF PREMISES
Charge with all costs (except salaries or wages of
personnel, employed by MSTS) incurred in connection with the occupancy
of office or other premises rented or made available to MSTS,
5331 EQUIPMENT RENTAL
Charge ﬁith rentel of equipmeﬁt and machinery includ-
ing electric or other accounting and tabulating machines used by
H5TS activities, with the exception of equipment, if any, rented for
use specifically in #STS maintenance shops.
5332 OFFICE SUPPLIES, STATIONERY AND POSTAGE
Charge with the cost of:
a. All office stationery, records, forms, and supplies,
both printed and plain,
be All minor office equipment such as pen sets,
staplers, paper punchers, file baskets, dic-
tionaries,
'c. Franked envelopes and postage stamps
d. All other miscellaneous materials, supplies and
small tools not specifically provided for in

other accounts.
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5340 CCHMMUNICATIONS
Charge with the costs of commnication,
- 5356 PUBLIC INFORMATION
Costs incurred and charged to this account for public in-
formation must be limited to those which are necessary end proper in
connection with the conduct of MSTS business and which are not specific-
ally restricted or prohibited by law, ¥Wo entertainment costs are charge~
able to this or any other account under the Havy Industriai Fund, Ac-
count No, 2. |
Charge with costs incident to:
a. Photographic material and supplies when authorized
and procured through proper chamnels, and brochures
when required for public information purposes,
bs Specialized megazines including business papers and
trade papers as required for use by public informa-
tion offiéers in the preparation of material for
public speeches,
¢. Exhibite prepared for purposes of providing ine
formation to the public regarding MSTS, providing
the exhibits are deemed necessary by the Command
and the costs are within the limitations prescribed
by statubory regulations regarding floral displays.
d, Rental of news reels and motlon pictures used by
_public information officers, MSTS, to acquaint the
public with the mission of HMSTS organization,
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5360 OPSRATION AND REPLACEMENT OF AUTOMOTIVE EQUIPMENT
Charge with all automotive equipment operating expense, such
as gasoline, oil, lubricants, maintenance and repairs to automotive equip-
ments, etc,, and the cost of hiring automotive equipmant;
Charge with costs of replacement when procurement thereof is
approved specifically by COMSTS.
5363 OPERATION AND REPLACEMEWT OF OPERATICHAL EQUIPMENT
Chaége with the costs of operating small boats and other
shore operational equipment, Charges may include gasoline, oils, lu-
bricants, maintenance and repairs, ete, Charge this account also with
the costs, if any, of hiring this type of equimment, Do not charge
this account with costs of oparating intra—iheatre ships such as AKL's,
YO's, 1ST's, ¥YTB'c and ATA's, even though non~revenue producing.
| Charge with the cost of replacemaﬁt of such cquipment.
5364, DAMAGE CLATIS |
Chargé*giﬁh the allowed amounts of damsge claims asserted
by persons claiming iﬁjury to their persons or properﬁy in connection
with the operation or husbanding of M3TS ships. Such charges shall be
made only when the 1iability has been recognizsed and claim allowed after
the approval of MS5TS Counsel., »
5371 REPAIR AHD REPLACEMENT OF OFFICE FURNITURE AND EQUIPMENT
Charge with the cost of repair and maintenance of office
furniture and equipment.
Charge with the cost of replacement of such equipment.

Also sse Account 5332,
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5375 REPAIRS TO MSTS SPECIAL MATERIAL IN STORE
Charge with the cost of labor, services and materials, and
for work performed in MSTS Maintenance Shop, the cost of labor, material
and overhead, required in connection with the inspection, repair and/or
alteration of STS Special Material in Store,
5390 COMSTS TECHNICAL URIT EXPENSES
This account will appear only in the books of COMSTS and
COMSTSLANTAREA, It will be used as a suspense account at COMSTSLANTAREA
 for accumlating the costs of operating the Technical Unit - COMSTSLANT-
AREA, This account will be cleared monthly by a g:hairge to COMSTS on an
Intra-}STS Voucher.
5399 OTHER OVERHEAD EXPENSES
Charge with all overhead expenses, exclusive of those of
MSTS Maintenance Shops, which are not classifiable in the other over~
head expense accounts under a logical interpretation of the foregoing
definitions.
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COMSTS LETTER OF 12 OCTOBER 1953

CONTAIMING REVISED MSTS TARIFF RATES



DEPARTMENT OF THE NAVY
MILITARY SEA TRANSPORTATION SERVICE
WASHINGION 25, D. Ce

Ser 2519153
12 October 1953

From: Commender Military Sea Transportation Service
To: Distribution List

Subj: Revised MSTS Tariff Retes

Encl: (l; MSTS Tariff Rates
(2) MSTS Stendard Traffic Area Map

l, The Assistent Secretery of Defense (Comptroller) has suthorized the
Commander Military Sea Transportation Service to increese the cergo,
passenger, snd ship per diem tariff rates, effective 1 September 1953,

2e¢ The passenger, dry and reefer cargo teriff rates set forth in enclo=-
sure (1) supersede end replace all MSTS cargo and passenger tariff rates
published to date. The petroleum teriff rates have not been chenged.
They ere included in enclosure (1), however, in order to consolidate all
rates on three pages. The revised rates, with the exception of the
"Speciel" passenger rates, are effective 1 September 1953, The shipper
services! oceen transportetion bills for the month of September 1963
will be computed on the basis of these revised tariff rates.

3. The revised "Speciel" passenger rates are spplicsble to sll passenger
embarketions occurring efter 31 October 19563.

44 The original ¥oTS billing regulations stated "MSTS will not bill the
shipper services for scrap or salvege meterial moving either between
overseas sreas or being yeturned to the U.S., except as directed by the
Secretery of Defense." The Assistent Secretary of Defemse (Comptroller)
hes authorized the establishment of & screp end salvage rate and empty
container rate for shipments between overseas areas or being returned
to the United States. These new rates are set forth in enclosure (1)
end are effective 1 September 1953.

5 The North Atlantic Traffic Ares has been modified to provide for
stendard area to area teriff retes to ports in northern Caneda end
Greenlsnde The previous "North Atlentic Area" has been redesignated,

end three additional tariff aress estsblished. The revised MSTS standard
tariff aress ere outlined in enclosure (2).



Subj: Revised MSTS Tariff Rates

Ser 2519M53
12 October 1953

6. The Assistant Secretary of Defense (Comptroller) has suthorized
COMSTS to charge the respective shipper services on a per diem basis
when MSTS ships are maintained in a reduced operational status at the
specific request of a using service or services, or by mutual agree-
‘ment with a using service or services. The ROS per diem charges
applicable to each type of MSTS ship are set forth in enclosure (1).

DISTRIBUTION:

SNDL 413’ 4181.........'..‘
410, 4101--.00-.....-.
41D' 41D1....'......'.
3102...0..0.--0....-00
32Q2.’.'..‘....'......

ANNEX A TO SNDL, PART 1
T'lOOFoooooooooooooooo
T"‘lOOGon.oooooo..o.oooo

ASST SEC DEF (COMP)esessses

NAVCOMP.‘..ooo.oo.oooocol..

5
25 (MSTS
5 (MSTS
3 (MSTS
3 (MSTS

3 (MSTS
3 (MSTS
2
2

OCOFT.0...............‘.0.‘750
c/s AIR FORCE..‘...........ZOO

MAR CORPS‘...‘........“.'.
COAST GUARD..O.'...‘..Q....
BUAER‘.....'..... [ EE RN NNNRR]
BUmCEQ...........}........

BUORD..............._....'..

‘BUPERSeecccsscsacosccccscsss

15
50
2
2
2
75

BUSAI'DA.....‘......O.......300

BUSHIPSOO0.0'0.'.0..000....
JAG...‘.QI.....‘.‘0....0...
MATS.C........'....‘..O....
ﬁPPA...'..............C...
WGEN ARMY."'.C..........
OIR.....‘..OOQOOO.Q...t...‘

GA0.0.........Q“'Q.Ql...l‘

2
1
1
2
20
2
10

o

ares commanders)
sub-area cormenders)
offices)

APA transports)

AP trensports)

civil service menned AP transports)
civil service manned APc transports)



EFFECTIVE 1 SEPTEMBTIR 1953

PASSENGER DRY AND REEFER CARGO ~ PER MEASUREMENT TON
ROUTE SPACE REQUIREMENT SPECIAL (a) mmm&glou
CABIN TROOP QFF. / CIV. ENLISTED (b} GENFRAL REEFER EXPLOSIVES SPECIAL PLANES BULK
U.S. East Coast = Thule (Normal) eecvvveceeesey, |° § = $ - $ - $ - $21.85 421,85 $21.85 $21.85 $21.85 $21.85
U.S, Fast Coast = Thule (Ice) eivevsrcncsncans - - - - 3L.55 3h.55 34,55 34.55 3L.95 3L.55
U.S. East Coast - Pine Tree Sites, #W-8 (Nor.) - - - - 22.35 22.35 22,35 22.35 22.35 22,35
U.5. East Coast - Pine Tree Sites, BW-8 (Ice) - - - - 35.55 35.55 35.55 35.55 35.55 35.55
U.S. East Coast = Goose Bay, Harmon, Bw~-1 (Nor.) - - - - 17.50 17.50 17.50 17.50 17.50 17.50
U.S5. East Coast - Goose Bay, Harmon, BW-1 (Ice) - - - - 27.85 27.85 27.85 27.85 27.85 27.85
U.S. East Coast = North Atlantic ......cee0eese 60.50 22,00 19.80 6.60 8.20 13.20 8.90 9.00 - -
U.S. East Coast = EUrOPE eecesrasssescasoncnss 165.00 55.00 55.00 22.00 15.20 27.40 18.30 18.00 7.60 9.40
U.S. East Coast = Caribbean .c.cenvecacorscoss 77.00 27.50 27.50 11.00 1h.70 15.20 - 11.20 - -
U.S. East Coast - Mediterranean suieseeecesses 176.00 66.00 55.00 22.00 18.00 11.60 21.60 20.30 10.40 11,20
U.S. Fast Coast - Japan/KOrea sesveveesceensss - - - - 29.40 - 33,00 31.70 22,80 18.30
U.S., East Coast = Other Far East .eeciveeensne - - - - 32.00 - 36,10 3k4.60 24.90 20,00
U.S. Gulf Coast = EUrOPe sesovesss - - - - 16.30 - 20.30 20,00 11.90 -
U.S. Gulf Coast - Caribbean sesesevesecvvernes - - - - 13.L0 18.30 1h.20 10.70 - -
UeS. Gulf Coast = Mediterranean s.eveecescoans - - - - 18.80 73.10 21.80 20.30 10,70 -
U.S. Gulf Coast = Japan/Korea sevee... - - - - 28,20 - 29.40 30.L0 21.80 17.30
U.5. Gulf Coast = Other Far Bast sesecevacecee - - - - 30.70 - 32,20 33.20 -23.90 18.60
UeS. West Coast = Alaska sesevsesvcossssscanes 66,00 22.00 22,00 11,00 - - - - - -
U.S. West Coast (Calif.) - Alaska sevevaccesss - - - - 14.20 - - 14,20 - -
U.S. West Coast (Wash.~Oreg.) - Alaska esecess - - - - 11.90 17.30 13.70 13.40 7.h0 -
U.S, West Coast = Hawall eevevvencrunocnnannes 88.00 27.50 27.50 11.00 - - - - - -
U.S. West Coast (Calif.) - Hawaii seevevescsse - - - - %.10 23.90 9.10 9.10 5.60 -
UsS. West Coast (Wash.-Oreg.) - Hawaii . - - - - 9.10 - - 9.ho 6.10 -
U.S. West Coast = Far EaSt ecessessocssccnssse 231.00 82.50 66,00 22.00 - - - - - -
U.5. West Coast = Japan/KOrea eecivscssscasese - - - - 17.30 29.40 19.30 19.80 11,20 11,40
U.S. West Coast = Other Far Sast s.evecceccons - - - - 20.30 29,40 21.30 22.30 12.20 12,40
U.S. West Coast - Central & South Pacific .... 165.00 L9.50 Lg.50 22.00 - - - - - -
U.S. West Coast = Coastwlse sociscscrenseiaaes Lh.00 16.50 16.50 5.50 - - - - - -
Inter-Coastal, Continental U.S. ecesececsossee - - - ] - - - - - - k.60
Japan = KOT€a vevevoensesnceersans 16.50 b0 5.50 2.20 k.o 7.10 L.60 k.30 2.30 2.80
Japan/Korea - Other Far East eeeesiseenscecoss 55,00 22,00 16.50 5.50 5.10 9.10 5.80 5.30 3.00 3.30
Alaska = INYra APea eeeeeeeecssorasscssscssaes 11.00 L.ko 3.30 1.10 1.30 2,50 1.50 1.50 .80 1.00
Caribbean - Intra Area . 19.50 17.60 16.50 5.50 5.10 9.ho 6.10 S.30 3.00 -
Hawaii = Intra Area ceesvccccessscessnrceosnnss 13.20 5.50 6.60 2.20 1.80 3.00 2,00 1.80 1.00 1.00
Hawalf ~ Far Bast secseevecesscsnscerssrasnces 150.00 60,00 L5.00 16.00 - - - - - -
Nonstandard Routes - Per Passenger Mile ...... 0550 0150 L0165 +0055 - - - - - -
Nonstandard Routes - Per Measurement Ton Mile - - = - . 005583 . 009643 006090 .005583 2003553 .00L060

NOIES:

1. Tariff rates apply in either direction. '

2. Tariff rate for scra: or-Salvage material moving either Letwesn cverseas areas or being returned to U.,S. shall be $6.00 per measurement ton. Cost of diversions caused by
such movements shall Le bLilled on the basis of per diem tariff rates,

3., Tariff rate for empty containers movine either vetween overseas areas or veing returned to U.S. shall ve $L.50 per measurement ton. Cost of diversions ca.sed by such move-
ments shall ve billed on the basis of per diem tariff rates.

L. Commercial passengers sponsored uy the Shipper Services shall pay the comparacle commercial rates, plus applicable taxes. Commercial cargo sponsored by the Shipper Services
shall be carried at comparable commercial rates.

S, Because of the nature of dunnage and cargo handling gear which is being returned to the continental U.S. for reclamaticn and reuse, the special rate of #4.50 per measurement
ton will be used for movement of such traffic from overseas\areas to the United States or between overseas areas.

(a). Efrective for all passenzer embarkations after 31 uctober 1953. Children under six years of age (i.e., children who have not had their sixth birthday) will be carried
without charge.

(b). Enlisted “Spgcial" rate applicable to all enlisted personnel and their dependents. All other "Special" passengers will be charged the officer/civilian rate.

Encl. (1) Page 1l of 3



MILITARY SEA TRANSPORTATION SERVICE

TARIFF RATES - PETROLEUM

EFFECTIVE 1 SEPTEMBER 1953

BLACK CLEAN
1k4,000 L/T 10,000 TO 6,000 TO 1TO 14,000 L/T 10,000 TO 6,000 TO 1T0 1
uP 13,999 L/T 9,999 L/T 5,999 L/T P 13,999 L/T 9,999 L/T . 55999 L/T .
U.S. East Coast - Thule (Normal) «..eeuevsisss §12.15 tlz.tg $12.15 $12.h5 $12.L5 $12.45 $12.L5 $12.k5
U.S. East Coast - Thule (IcCe) vecsvaversscccss 16.25 16,25 16,25 16.25 16.25 16.25 16.25 16.25
U.S. East Coast - foose Bay,Harmon,BW-1 (Nor.) 10.15 10.45 10.45 10.45 10.45 10.45 10.45 10.45
U.S. East Coast - Goose Bay,Harmon,BW-1 (Ice) 13.30 13.30 13.30 13.30 13.30 13.30 13.30 13.30
U.S. East Coast - Pine Tree Sltes,BW-8 (Nor.) 12.95 12.95 12.95 12,95 12.95 12,95 12.95 12.95
U.S. East Coast - Pine Tree Sites,BW-8 (Ice) . 16.75 16.75 16.75 16.75 16.75 16.75 16.75 16.75
UsSe East Coast - North Atlantic sececececeace $4.05 $ 4.60 $ 5.65 $ 6.90 -$ LJlS $ 5.05 $ 6.20 $ 7.55
U.S. East Coast = Europe eeseceecccssanacnaes 6.05 6.90 8.45 10.25 6.60 7.55 9.25 11.25
U.S. East Coast - Mediterranean seeesseccssses 6.60 7.55 9.25 11.25 7.25 8.25 10.10 12.30
U.S. East Coast - Coastwise ececvccscsocnsnass 2.80 3,20 3,95 475 3,10 3,50 4.30 5,20
U.S. Gulf Coast - U.S. West COast eeeseanarars 6.65 7.55 9.25 11.25 7.25 8.25 10,15 12.30
UsS. Gulf Coast ~ Hawall csvervccsccrenaovesss 9.50 - 10.85 13.30 16.15 10.40 11.85 14,55 17.65
U.Se Gulf Coast - Alaska cecerescsssccasrcnces 7.95 9.05 11.10 13.50 8.70 9.90 12.15 14.75
UeSe Gulf Coast ~ Far EaBt cccesecssvovecccses 13.40 15.25 18.70 22.70 15.65 16.65 20.45 24.80
U.S. Oulf Coast - U.S, Bast Coast seconncscess 3.70 L.20 5.15 6.25 L.05 4.60 5,60 6.80
U.S. Gulf Coast - North Atlantic seeesecececssce 6.50 7.L0 9.05 11.00 7.10 8.10 9.90 12,05
U.S. Gulf Coast = EUrope eecesecececcsocececes 8.15 9.30 11.40 13.85 8.90 10.15 12,50 15.15
U.S. Gulf Coast - Mediterranean seeececescssse 8.75 9.95 12.25 14.85 9.55 10,90 13.35 16.25
U.S. Gulf Coast - Caribbean seececessscessscse 3.65 4.15 5.10 6.15 4.00 .55 5.55 6.75
U.S. Gulf Coast = INtra Area secesesssescssses 1.85 2.15 2.60 3.15 2.05 2.30 2.85 3.5
Caribbean = U.S. EaSt COASL weeeerseeensseenes 4,50 5.15 6.30 7.68 L.95 5.60 6.90 8.35
Caribbean = FUrODE secsescssasscseccsessessase 7.00 7.98 9.80 11.90 7.70 8.78 10.78 13.09
Caribbean - Mediterranean «ececesecssssessses 7.40 8.1k 10.36 12.58 8.10 9.23 11.34 13.77
Caribbean = INtra ATe& «iceserresscsscasansans 2.18 2.80 3.40 k.15 2.65 3.05 3.75 .55
UeSe West C0ast = Alaska eeecescccsconsonseans 3.90 hohS S.U5 6.60 L.25 .85 5.95 7.20
U.S. West Coast - Hawali coevevcsssascncnncons .40 5.00 6.10 7.h45 4.80 5.45 6.70 8.10
U.S. West Coast = Far Bast .eeevuevessceassros 8.70 9.95 12.20 14.80 9.55 10.85 13.35 16.20
U.S. West Coast - Qther Pacific Areas ........ 7.20 8.20 10.05 12,20 7.85 8.95 11.00 13.35
UeS. West Coast = CoastWiBe ....ceeesecececnes 2.10 2.0 2.90 3.55 2.30 2.60 3.20 3.90
Persian Gulf - Mediterranean ........coeeeeeee 8,20 9.35 1.50 13.95 9.00 10.25 12.55 15.25
Persian GULL = BUFODE cevve eeceseevsennenes . 10.95 12.50 15.35 18.60 12.00 13.65 16.75 20.35
Persian Gulf = Far Bast .eececscccosccscsncnes 10,00 11.35 13.95 16.90 10,90 12,40 15.25 18.50
Persian Gulf = Hawalfl ...c.eeeeeevnncneencnene 1L.15 16,10 19.75 24.00 15.h5 17.60 21.65 26.25
Hawaii = Intra M1d-Pacific ciecececovescncssce 5.30 6.05 7.k0 8.95 5.80 6.60 . 8,10 9.80
Mediterranean = INtra Area .....ececceecscesss -h.90 5.60 6.85 8.30 5.35 6.10 7450 9.10
Far East = Intra ATea ,uececeseccsescrnscnncns 2.90 3.30 k.05 k.0 3.15 3.60 LS 5.35
Nonstandard Routes - Per L/T Mile .cecevevscss .0018 »0020 . 002k .0030 .0020 .0022 0026 .0033

NOTE:
1. Tariff rates apply in either direction.
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MILITARY SEA TRANSPORTATION SERVICE

PER DIEM TARIFF RATES

EFFECTIVE 1 SEPTEMBER 1.953

CARGO SHIPS

‘NORMAL

JOPERATIONS|

[IN KOREAN

WATERS

| rorcmvG
ICE
JoPERATTONS

IN REDUCED
OPERATIONAL

PASSENGER SHIPS

T

NORMAL
OPERATIONS

IN KOREAN
WATERS

FORCING
ICE

IN REDUC
OPERATIONALJ
STATUS (ROS

esevesssssesscenvae esecsvasecscncssnnee

CL-S-A1
CL-S-E1
ClirSBS weurerneereseasnrnenerrarasensennreens
C3-5-A2
C2-5-EL (REELEr) secesrcssoresnsvesssncannsons
C1l-M=AV1 (Reefer) .ccocecrcrcrcerssosenrecnsoos

CL=M=AVL sccevcecrcesscnccccctnssssconncernnsse

@ecsesessenes et ensnstieststasrsesenan

CleA secooscrcesccsssssssosccrsossoncssssavens

N3-M=Al svvevevevevnescorconcccsssnnsonveasnnne

R1-M=AV3 (Reefer) sveescoerecocscncscsonssnons
VC2=S=APL cecvcesccscrsicosnvssoncncessons
VO2-5-AP3 «vrsveecnsacacsannsonnnenses
VC2=S~=AP2 ceseescass
ZEC2~S=C5 ceeeeseasoscssoscncsasssnsess
AKL
AKL
ATA
1eT
LM
LST

(Redbud) .eeeee.
(TUB) evseveransoasssonasens

sesveaseccresctsncrsnnsessncnns

sessscssnscssas
P L R N TR R PP R R U R R L)

TR R R R N T T Y PR T Y R R R

@sevessresecrasastoteessensccnssrrotterney

(Contract) ...

MV eecccccvascesanossassscscscnsnscssccassnsctos
YOV (Barges) eceeceseesossacsssssvansssssscss ..
Commercial Tug (COMSTSMINPACSUBAREA) cesescsce
Heavy Lift (Foreign) ececvceicrocacsorncacanse
C2-S-BL (USS) eeee
Sl=52-BB3 (USS) eeesescrvvaencsorssscosesnnoss
AW (USS) eieesaveasssescssssasassnsssssonsvans
LSD (USS) cevsvccsovsacrcceciosansnssscscccans

“eesaecressssresrennsnrse

$3,325.

2,550,
3,075.
2,915.
1,850,
1,700.
1,800,
1,850,
2,100.
1,950.
2,545,
2,520.
2,115,
1,8%0.

935.
1,575.

1,275.

700,
850,
8s.
2,200,
2,h25.
1,730.
3,780.
2,835.
780,

2,945, |

800,
300, |

1,850,

$3,825.
3,425,

3,175.
3,675.
3,145,
2,300,
2,125.
2,h95.
2,500,

. 2,[‘50.

2,450,
3,050,
3,050,
3,050.
2,485,
1,200.
2,190,
1,000,

500.
1,675.
2,375.

700.
1,175,

100.
2,600,
2,925.
1,730.
3,780.
2,835.

780.

$3,660.
3,240,
2,800.
3,380.
3,210.
2,035.
1,870,
1,980,
2,035,
2,310.
2,1h5-
2,800,
2,770.
2,655,
2,080.
1,030.
1,730.
880,
330.
1,ko0.
2,035,
770,
935.
95.
2,420,
2,670,
1,730.
3,180,
2,835,
780.

STATUS(ROS)
. -
2,050.
1,700,
1,950, .
1,200,
1,150.
1,400,
1,200.
1,650.
1,600.
1,260,

600.
1,050,
530,
850.
1,200.
u50.

P2-S1=DN3 cecvacressasanse

seccccsssssnnree

P2-52=012 sectvnrssacscnns tetessreessececsssas

P2=5E2“R]l sevvessssssssasssasccscnccsassosane

Ch=S-A1l (Dependent) cseeccecsccrcscocccccasse
Cli"B=A3 sevveereernracsnsronssnnscncs
C3=51=A3 scscessovsecectssioocersosrosencscse
C3=INP & C sesvscncescensescsssasvecvsncsssne
C2-S1-AL ¢eeee

CL-M=AVL 4oarccosasronsonvecoscccsssssoncnses
VC2-S<AP2 evecsoascansvscrsseccconsesssascones
P2=52-R2 (USS) seveevenccvorsosaserscoscoccans
C3-P & C (USS) sesesveccsscorsasvessonsannnoe

$ 8,770,
9,275.
10,815,
9,000.
7,2k5, -
9,290,
6,450,
6,810,
55300,
2,780.
5,225,
5,200,
2,500,

$11,350.
11,775.
14, 075.
11,000,
9,245,
11,150.
8,450,
8,810.
6,800,
3,480,
5,825.
5,200,
2,500.

OPERATIONS
$ -

9,900,

7,970,
10,220.

3,060

$2,500.
2,500.
2,500,
2,200,
2,200,
2,200.
2,100.
2,100,
2,000,
1,000,
1,700.

PETROLEUM SHIPS

TI=M-BT2 evecoscsenseccessssarcesssossacnnnes
TI-M=A2 cevcocancevcenases

asserscecsavseenane

YO seveesccnvesesssscsnsvsssssarrersisescncs

T3=52=A1 (USS) cvosvcrcocrassossonsosssansns
T3=S=AL (USS) eeesesecssocovascnsascs
T2-A (USS) eevveonercnns tevecsecrsitersnnsnce

T2~SE=A3 scssessccscsncs

1,650.
1,650,

750.
2,380,
2,150.
2,125,
2,900,
2,900,
2,900,

1,975.
1,975.

' 890.
2,380.
2,150,
2,125,
3:“000
3,400,
3,400,

1,815.
1,815. |
825.
2,380,
2,150,
2,125.
3,000.
3,000,
3,000,

1,100,
1,100,
500.

1,500,
1,500,
1,500.

NOTE: -
Y. Per diem tariff rates are charged at all times, except when ships are in programmed

alterations or in normal annual overhaul.
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APPENDIX E

OTHER CHARTS

1. ¥STS TRAFFIC COST PER MILE
FY 1951 ~ 1st HALF FY 1954

2, PROFIT OR 1.0SS FY 1953



MSTS TRAFFIC COST PER MILE

120,138,179 M/T'S|
[CARGO
{PERIOOO M/T MILES

|27.965,625 M/T'S|

(28,783,012 M/T'S|

Ist Qtr.'2nd Qtr. 3rd Qtr. 4th Qir. v
3.84 366

*(13.201.746 M/T'S|

PASSENGER
\PER 000 PASS.MILES

Ist Qir. 2nd Qtr. 3rd Qtr, 4th Qtr. |8
1879 1892

{$I8 85 T*lo

[100,733.848 BBLS. |

111,587,486 BBLS. |

PETROLEUM
[PERIO00 L/T MLLES

Ist Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. I8
.67 1.67

132,413,466 BBLS. |

7167.676.999 BBLS)

FY 1952 FY I953 FY 1954
NET SAVINGS $165,000,000 §28,700.000

(OVER PREVIOUS FISCAL YEAR)

* 1st HALF-FY '54

G-3



PROFIT OR LOSS. .. FYI1953

THOUSANDS OF DOLLARS

CARGO-MSTS NUCLEUS SHIPS CARGO-VOYAGE CHARTER SHIPS PASSENGER-MSTS NUCLEUS SHIPS PETROLEUM-MSTS NUCLEUS SHIPS
$ 3 ' $3 $ 3,000 $3
2,50 2,50 250 250
2,000 20 2,00 2
15007 1 15 1500
N\ A\ y
100 100! 100 1000
500 V\V /\Vl \ 50 5 a 5
e e \ A T —— A ——
50 501 ~ 500/~ ~r7\—\ 50 N
1,00 1 1 0O \VN \ [\ 1,00
15 15 15 \VI A\ 1,50
200! - 2 200 ¥ 24
25 25 25 - 2,501
S 3000 i s W W o W MR R W J}ls3 T T T T T T e T T T T T P e T T TR TR T Y
CARGO.
PRIVATELY OWNED TIME CHARTER SHIPS (BERTH) CARGO-SHIPPING CONTRACTS PASSENGER-TIME CHARTER SHIPS PETROLEUM-CONTRACT TANKERS
$ 300 $30 $ 300 $300
250 25 2,50 2500
200 2 20 2,00 y,
1,500 1.5 150 1,500
0og— —_\ ! 190 20 N— NN
s }\\ /I Sﬂ\ ____ 50 — ° \/ Y
\ ,——-—v
00/ \— 2 ~—— 50— 50
O \ / 10 - 1 1,00
150 \ 150 15 1.5
2, 200 2, 200
25 - 250 25 2,50
$ 3000 —— . $3 $ 3 $ 300 ,
L AU SEP OCT MY OEC JAN FEB MAR APR MAY N AL AJC SEP OCT WY DEC JAR FEB MAR APR NAY UM A AUC SEP OCT WOV DEC JAN FEB MAR APR NAY JWN Jo MG SEP OCT WV OEC JAN FEB WAR APR WY NN
CARGO-GAA SHIPS CARGO-BERTH RATE (TERM) PASSENGER-SHIPPING CONTRACTS |PETROLEUM-VOYAGE GHARTER SHIPS
$ 300 $ 3, $3 $ 300
2,500— 25 25 250
200 2, 200
150 A 15 15 1,50
100 7\ / 1 1 100!
5o I N AL 5 5
/ ] \ A /J
,'5 N 1 \v‘/\/—\/\VA LSO |‘5 \ _/\ Pt
15 : 15 \_‘ 15 15 e’ : \,—/
20 2| 2 2,00
2,50 2, - 2.5 2,5
$ 3,00 - — & 3 ——————————————— § 3 . T $3

MG SEP OCT WY DG JAN FEB WAR AR WM U WL MK SEP OCT WY DEC JAN FED KR AR WY U AL AKX SEP OCT MY DEC JAN FEB MAR APR MY N JL AC SEP OCT NV DEC JAN FES WAR APR WA JW



VITA



VITA

This writer, Cecil Franklin Jones, was born August 8, 1922 in
Petersburg, Virginia, the son of Laura B, and B. Frank Jones, Moving
to Richmqnd, Virginia in 1935, the writer attended John Marshall High
School, graduating in 1939 and irmediately entering the University of
Richmond.

Graduation with the degree of Bachelor of Science in Business
Administration in 1943 was followed by thirty-four months active Naval
service as a Supply Officer, Lieutenant (jg)s One year of this tour
of duty was spent in residence at the Harvard Graduate School of Busi-
ness Administration where .;. certificate signifying completion of one-
half of the requirements for an MBA was earned.

After release, writer was added to the faculty of the Univer—
sity of Richmond as an Instructor in Maihomatice and later Accounting,
in which capacities he served until late 1947. Subsequently, while
employed by T. Coleman Andrews & Company, Certified Publie Accountante
of Richmond, Virginia, writer satisfied the requirements established

by the State of Virginia and was awarded a cortificate as Certified



132

Public Accountant, State of Virginia,

~ After outbreak of Korean hostilities in June 1950, writer was
recalled to active duty as an Assistant to the Comptroller of the
Hilitary Sea Transportation Service. This tour of duty lasted until
February 1953 and permitted writer to participate directly in devising,
designing, and installing the commercial budgeting and accounting pro-
codures in this pilot inptallation.

At present, writer is employed as Auditor at this University.
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