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SALE OF EX-GERMAN SHIPS.

COMMITTEE ON TEE
MErcHANT MaRINE AND FiSHERIES,
House or ReprEsENTATIVES,
Friday, February 20, 1920,

The committee met at 10.30 o'clock a. m., Hon, William S. Greene
{chairman), presiding.

The CralRMAN, Judge, if you are ready, we will be glad to have
¥ou give us as much information as you can on the subject of the
sale of the ex-German ships.

STATEMERT OF HOK. JOHEN BABTON PAYNE, CHAIERMAN -
UKITED STATES SHIFPPING BOARD.

Mr. Payne. Mr. Chairman, the subject of the sale of the ex-
an ships, and the reconditioning and the cost, became the
subject of discussion by the board some months ago. As the figures-
began to come in shoﬁ:lﬁ'l:;he very large eost to recondition (and by
that I mean to convert them from troop ships, as they are now, to
passenger ships) the board gave consideration to the q;lleahion as to
whether following the policy of Congress that the merchant ships of
all sorts should pass to private ownership did not require us to sell
the ships. Accordingly, on the 26th of December, we made this
formal announcement which waa published throughout the country:

BOARD HAS UNDER CONAIDERATION THE SALE OF THE EX-UERMAN PASSENGER SHIFS.

Tha bcﬁrd has unddm ml:mbgmﬁ:the rale of the &p%ﬂuﬂ ! shipe, all
clamen, all sizes, and wou receive and supgeations reon
firms, or m'::"aﬁons. with the stipulation tmp?;% ghipe shall be run nnTw I.h:;
ﬁmsn"gln flag; proposals to indicate tho line or service in which the ships are to ba
operated.

On the 2d or 3d of January, T am not sure which date of the month
it actually went out, we sent out this formal notice to 1,200 persons
on one lst, including all of the shiﬂping interests of the United
States, all operators, all owners, and ali persons who had at any time
written in to the board about ships, of whom a list is kept, and to
every cliamber of commerce in the United States, 1,200; also, to &
separate list of 750, to all of the newspaper associations of the United
States and to the fendmg newspapers of the United States:

l# will be received by the Tnited States Shi Board, Washington, I. C.,
Up_llll:m including January 20, 1920, for the mhmny and all of Ih%m r
ships, & list of whicg is lttnched’, s2id proposal to be accompanied by a lmrlxlged cheack
for 2} per cent of the total amount bid. Bids to be either lump sum per ship or per
groes ton: bagis. ‘The following information should accompany all bida:

1. Trade or eervice in which ship will be placed if bid 1s accepted.

2. Buch wssurances as may be possible that service will ba parmanent,

3. The amount of United Ststes tonnage now owned by the bidder,
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4. The percentage of foreign ownership or interest in partnership, company, or
O et bntor in bid, if

6. Foreign interest in any.

8. Particular fitnem of bidder for servics. :

A]]'hidntobahn:ldtlzl tarng ﬁ“mil‘ lnil.a,it being undemstood and that
a0y commitmenta e Shipping involving operstion, repairs, or al tions
il he auibject. to further nagotiation.  idders will state defiuits tertus upon whieh
g:{luent or psi'menh will be made, it being undemstood that a bill of sale will not be

ivered until at least 25 per cent of the total purchase price shall have been paid.

In the event the bid iamce&bnd‘l:flthebmdludﬂwbwﬂmdumd mnd willing
to deliver bill of eale and the bidder is in default, the Shipping Bw\; shall retain
deposit of 24 per cent sa liquidated damages. The board rescrves the right to reject
any Ind\%llh:ﬂn. M‘l)bigs nho'n]dm“l hekﬁdmhnmmi;r i Enimi Btates Shhppé
Board, Washington, D). C. marked ‘! ils | urchase pagsenger ships.
Action may be e:pécud at first, meeting of the Bhipping B{nﬂ! aiter January 20.

In & sense that bidding (this was the private attitude of the board)
was to find out whether we could sell the ships for a fair price. The
bids were returned on the 20th. We opened the bids and called a
meeting of the board. Before the meeting of the board, however,
I wrote to the President this letter:

JANUARY 24, 1920,
Bubject: Bale of ex-German passenger ships.
Deaw Me, Presment: The above involves very important questions. Some 30
mmnhiwm by the Army as transporte are in the posscssion of the Shipping

That is not exactly true; a lew of them are still in possesston of the War Department.

To recendition them into ships will involve an expenditure possibly of
$40,000,000 or $50,000,000. Tt has seomed to us that in view of the national prohibition
policy, if operated by the Shipping Board, we could not sell liquor thercon, and if
we did not, it is donbtinl w we can operate them without a in competition
with shipa of fareign countries haying the privilege of selling liquor. Indeed, the
q'[lﬁ‘bzl;ll‘lll of operating pussenger ships by the Shipping Boacd 18 in any case proble-
mgtl

After considering the matter, we decided to invite bids to determine whether we
could sell to private persons st approxiinately s fair price. We accordingly adver-
tisad. The bids sre now ip, it being understood that if eold the vessels are to be
operated under the American flag in routes designated by the Bhipping Board.
’l%q:mmsd neceasary to cnable us to establish services to countries where such s
pervice ia of first importance —South Ameriva, for instance. The bida do not represcat,
even approximataly, what the !lli]n waotld how coat to baild and run foom about $50
to $284 per ton, snd the bids represent & large sum, e s

My personal view is {the bids are just in and have been tabulated and will be dis-
cussad by the board next Tuesday or Wednesday) that it will be wise to sell the ghips;
that we can get meore for them pow thean at any future time and much more than if the
hoard undertakes to eatabliah the different lines and operate them; but, before taking

oy sction, we very much desire to have your views,
n the advertised list thero ave six, tho President Grant, Mereury, Powhatan, Susque-
na, Madaweska, and Artemis, which, by virtue of the memorandum submitted to

u on August 25, 1919, by the United States Navy Department, War Deﬁmm t,
gﬂip ing FE:!HI, and Bepnr{mani of Commerce, it wa}n provided should then be turned
over by the War Department to the Shipping Board apd held a8 an Army transport
FRRGEV,

My vipw is that these ahips should sleo be sold. If an emergency should arise to
make it necessary for the War Department to have these ships, they would be under
the American flag and, even though in private ownership, would be suhject to the
control of the President and the Congress. Hesides, the 3hipping Board is building
for the Army 11 new troop ships. I suggest, therefore, th& it would be & mistake to
require the Shipping Roard to heﬁjthm ships permanently iu ita service, if it is
decided to sell tie ﬁ)ﬂ passenger ahips. v 5

Will you be good enough o indicate to ue your views in premises,

The President sent word that he would await the action of the
boerd. Following that——

Mr. Wire. Was that message from the President communicated
in writing 1
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Mr. Payne. It was an informal message. Following that the board
met and we discussed the subject quite fully. We felt we had not
ascertained with sufficient definiteness what it would cost to recon-
dition the ships or what the ships were worth in their present con-
dition, and it was decided to have our different divisions dealing with
those questions advise us what it would cost to recondition the ships,
based upon contracts actually in hand or estimates received, and also
what the ships were worth, based on new ships built now and depre-
ciated. We therefore adjourned our meoting until the following week
at which time there was submitted to us these facta: That we had
actual hids on the reconditioning of six ships, to wit, the Aeolus,
$2,279,100, or $223.40 per gross ton; Huron, $1,919,083, or $178.70
per gross ton; Susquehanna, $382,000, or $38.50 per gross ton; Callao,
$861,400, or $104.70 per gross ton; De Kalb, l:ﬂilﬁ,lﬂﬂ. or $433.60
per gross ton; Moceosin, $530,000, or $123 per gross ton. The
Moceasin, by the way, is finished and in service.

Mr. KivcHELOE. Was that to recondition those ships, you say 1

Mr. Payne. Yes.

Mr. Kincuzroe. The cost?

Mr. Payne. Yes. And these are actusl; not estimates. I
mean by that we have advertised for bids, and the Navy Departinent
has competed with the outsiders on these prices. I ought to say
about the De Kalb, where the amount is $3,815,100, there was & fire
in that ship, so that she iz worse than any of the others.

Mr. Burrovens. Did you state from whom you obtsined those
ﬁw for the reconditioning i

. Paywe. Our repair division.

Mr. Harpy. One ship you said was already in servicel

Mr, PaTnE. The Moccasin, We have ﬁnmged her and she has been
to South America and back,

Mr. Rowe. But you took bids, or your department did !

Mr. Payne. All of those are actual bids.

Mr. Rowe. More than ons biddert

Mr. PayNE. Oh, yes; and tho Navy Department bid with the others
for the work.

Mr. Criyparow. Did the Navy Department get any of the work#

Mr. Payye. On one boat. .

Mr. Haroy. What did the Moccasin cost you actually ?

Mr. Payxe. $530,000. ;

Mr. Haroy. How much was that ton ¥

Mr. Pavxe. 8123. The re uction cost of those ships, as our
people estimated it, was $105,028,445. Depreciated according to the

of the respective ships, at 5 per cent, leaves a present value on

e 20 ships on which this estimate was made of $30,738,764. The
reason we made the estimate on 20 rather than on the 30 was because
we have individual bids only on the 20,

Mr. CuinosLoM. Did I understand the reproduction cost of the 20
ships was $105,000,000?

ﬁ: Payne. Right. The board thereupon discussed the matter
fully. There was a difference of opinion in the board, but we unani-
mously passed this resolution:

Resolyed, That the Ship Salea Division be, and is hereby, authorized to sell the
ex-German pamenger ships subject to the approval of the board as to each ship.
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This resolution was submitted to the President, and he wrote on it:
Action of the board approved.

Mr. Wiure. May I ask you, before you leave this branch of the
matter, whether you can give us any g'gums as to the ages of these
several ships
Mr. Payne. Every one. The average age is 16 years. Now, itis
inted out—Mr. Stevens perhaps demonstrate that, because he
views on that subject—that depreciating at 5 per cent is not a
fair basis because, where the ship is 20 years old or more, that brings
it to & value of nothini whatever; while, as a matter of fact, we have
substantial bids on ships that old. T have the ages here of the
particular ships.

_ These ships were taken over by the Government by the joint resolu-
tion of the Congress, and in that joint resolution it was provided that
ht.l;e Navy Department should appoint an appraisal board. I have it

re.

The Secretary of the Navy be, and is hereby, suthorized snd directed toappeint
mubject to the approval of the President, & Toasd of Survey. whose duty it shall be to
ssrertain the actual value of the vessel, its equipment, appurtenances, and all property
g:kndtumed t&ensm at Eileoftii.'l}lmll‘.ﬂlf its -:31? ; d to make : written rtt;]pel}'lt of their

inge {o the Sec BYY, e wil o records
of kit Leperiisind. Thae Dot ihall Lo'tandcd & bt videacd 8
all inga on any claim for compensation.

The Navy appraisement was made, and it represents a sum sub-
stantially Jess than the bids which we received. ) .

We received one bid of $28,000,000 for the 30 ships, which we

mj:{crted.

. CHINDBLOM. Was that on the 20th of Jan ¥

Mr. Payne. I am talking now about the zﬂth.“%e received indi-
vidual or group bids on 20 of the ships, of $28,744,020. The resolu-
tion which I have read, which the board passed unanimously on the
2d of February, brought about the auction sale. That seemed to
us the best way to find out whether we could get a better price for
them. It may be because the controversy got into the press, which
I do not know, but the fact is &ll bids st the auction sale, with an
oxception here and there, were less favorable than the bids submitted
on the 20th of January. The auction bids on 15 vessels, excludin
the Leviathan, were $20,400,000. Some of these were better bidg
than we had had; some not so good. .The sealed bids on 20 boats, in-
cluding the Leviathan, were $28,000,000. The Navy valuation
on lgﬁwals-—-bhey seem to have skipped a ship here and there, so
that we have not the exact number—which includes the Leviathan,
was $20,180,000. )

Mr. WriTe. What was the date of the Navy appraisal |

Mr. Pay~e. Following our taking them over, which was when we
went into the war.

Mr. Warre. So it was something more than a year ago?

Mr. Pay~e. Yes.

Mr. Rows. Nearer two vears ago?

Mr. Payne. Probably about two years ago, or a little less. It
was probably immediately after we went into the war. These ships
were taken over under the joint resolution of May 12, 1917, and,
while I have not the date, I presume it was very soon after that.

Mr. Burrovens. That is pretty nearly three years ago.
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Mr. Paxne. That ie right.
Mr. WmiTe. Was the Navy appraisal made after the ships had
converted into the form of transports?® .

Mr. Payxe. No, sir,

Mr. Winrte. Or in their condition as passenger ships{

Mr. Payne. While I have no pemonallfmow]edge of that subject and
must not be considered as :gmkingof ersonal knowledge, my impres-
sion is that they were made before had been any substantial

Mr. Harpy. Evidently it was made with a view of a settlement in
ease of claim for the taking over of those ships and must have been
made upon the condition of the ship exactly as when it was taken
over.

Mr. Payxe. That is my understanding.

Mr, Kincreroe. Right at that point, would you mind inserting in
E{mr hearing the ages of those ships, and also what is the average
ife of a ship of that character, if you knowi

Mr. Payne. Please do not ask me that. The ages of the ships were:
The Aeolus, 21 years; America, 15; Amphion, 21; Antigone, 20;
Artemis, 18; Black Arrow, 16; Collao, 8; De Kalb, 16; Ften, 13;
George Washington, 12; Mariha thiingmn, 12; Madaweska, 13;
Moceasin, 17; Mount Vernon, 14; Leviathan, 6; Nansemond, 24;
Orion, 18; Pocahontos, 20; President Grant, 13; Princess Matoika, 20;
8 hanna, 21; Von Steuben, 19, ’

. Davis. Just a question there: At the time the estimates were
made by the Navy Department and before these ships had been
econverted into troop ships, was it not a fact that they & higher
market yalue than after L‘IB}' were converted into troop ships? In
other words, for peace time service they are naturally more valuable
in condition for mﬂ‘\éer ships than troop ships?

Mr. PAYNE. Yes ould you mind leaving that until I get this

xtﬁ before youl
. Davis. Certainly. 1 did not know you were going to come
to it.
Mr. Payxe. I wanted just to give you the history. Besides what
1 have said as to the facts we then had before us when we passed this
resolution, we thought it would be wise to have an estimate of the
most ecapable experts we have in the country so we passed this
resolution: .
Commisdoner Donald sigrested that Messm. Frank 8. Martin and J. Howland
Gardner be conselted in regard to the valuation of these ships and Commimioner Beott
concyrred in this suggestion. Thereupon, wpon motion of Commisdoner Donald,
seconded hy Commissivner Scott, and duly cerried, the following resolution was

adopted:

"I;kw«'mf, That a committes of appraisal, consisting of Frank 3. Martin and F,
Howland Gardner, be appuinted to lpé:rmn the value of the ex-German ships: that
the ex) shall mot exceed $100 & day to each man and that Commissioner Bcott

be authorized to a to sit with them in making the n.mzmjmls. o

Commisgioners Donald and Stevens suggested they would aleo like to it with this
eominittee, and the chairman concurred in this suggestion.

I think Commissioner Stevens makes some point about who sat in.
T never heard who was sitting in, so I have no information on that
Bll?iject-; but the report under date of the 12th was returned to me
and here it is, giving the individual estimates on each of these shipa
ma, and I would just as leave not put this in the record if it is all

same.



