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at conference in New York concerning im i
- - . = 2 1 d “
ceivership of Chicago, Milwaukee & St Piul I'{)aill]w;igfgcgc__ G771
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1912, Telegram, dated Mareh 12, 1925, from Ralph M. Shaw of
Winston, Strawn & Shaw, to C. A. de Gersdorll, of
Crovath, Henderson & de Gersdoril, advising that he
would attend New York conference (See lixhibit No.

VI e el 6771

1913. Extraet from J, C. C. Docket No. 17021, statemeni off W,
W. Miller, Now Yok counscl, Chicago, Milwaukee &

5%, Paul Railway Co., concerning sclection of Winston,
Strawn & Shaw as counsel to institute receivership pro-
ceedings and concerning geleclion of receivers___________

1914, Minutes of meeling, dated Mareh 17, 1925, for purpose of
organizing preferved stoclkholders eomumittee____________

1915, Diary slips or service charge memos of Cravath, de Gers-
dorif, Swaine & Wood, eovering firm’s work in eonnee-

tion with Chicago, Milwaukee & St Panl Railway Cao.
receivership from Jannary 18, 1925 through March 19,
RPRELY _ o= S JEs Pl M R 0

1918, Diary slips or service charge memos of Cravath, de Gers-
durif, Swaine & Wood—same subjeet as “Iixhibil No.

1915 for period from March 9, 1925 through December
A e T

1917, Diary slips or serviee charge memes of Cravath, de Gers-
dorlf, Swaine & Wood—sam¢ subjoct as “Exhibil No,
1915 for period from January 4, 1026 theongh TDeeemibesr
26, 1926 _ _ e -

1918. Diary slips or service charge momos of Cravath, deGersdorl,
Swaine & Wood-—same subjuck as “Exhibit No. 115"
f%}rz’?eriod from January &, 1927 through December 30,

B 4
1019, Memorandum dated Jonuvary 20, 1925 in files of Iubn,
Loeb & Co.—early plan for reorganization of Chicago,
Milwaukee & 8t Paul Railway Co. ... e

1920. Letter, dated December 7, 19235, from Ralph M. Shaw, of
counsel to receivers, Chicago, Milwaukee & St Paul
Railway Co., to Roberl T. Swaine, of counsel lo roorgan-

ization managers, requesting advice as to testimony Lo be
given by Mr. Shaw before Interstate Commerce Com-
THSSION L - oo

1921, Letter, dated December 10, 1925, [rom Robert T. Swaine,
of counsel lo reorganization mavagers, to Ralph M, Shaw,
of counsel to reccivers, containing suggestions for testi-

mony to be given before Interstate Commerce Commis-
SION « e el

1922. Letter, dated January 25, 1926, from Ralph M. Shaw of
counsel 1o receivers, to Robert T. Bwaine, of counsel to
reorganization managers, relating to festimony to be
given before Interstate Commerce Commisston. _________
1923. Letter, daied January 27, 1926, from Robert [. Swaine, of
counsel to reorganization managers, to Ralph M, Shayw,
of connsel to receivers, containing sugpgestions for festi-
mony to be given before Interstate Commerce Commisg-
B e e aaan

1924, Letter, dated March 19, 1925, from Ralph M. Shaw, of
counsel to receivers, to C. A, de Gersdorfl, of counsel to
reorganization managers, containing pledge of (ullest eo-
operation in connection with reeeivership_______________
1625, Letter, dated Mareh 21, 1925, from C. A. de Gersdorf, of
counsel to recrganization managers, to Ralph M, Shaw,
af eounsel to recsivers, expressing appreciation of Mr,
Shaw's attitude (Exhibit No. 1924 . e
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G770
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6782

6782
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7026

7026

7027

7027

7028
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1926. Teiter, dated May 27, 1925 from Ral
N ’ » she M. O8I
counsel £o receivers, to Wobers I, Swa%ne, of coJﬁ;‘;l t0<§

reorganization managers, requesting advice as to role of

rescivers in investigati seivershi Lersiat
. ﬁommcrce Commiﬁsgiohmn of receivership by Tnterstate
- Lotter, dated July 16, 1925, from Relph M. Shae -
counsel to reccivers, to Roberl T Swa?nc, \)011' cgi:g;z,l i?(';
recrganization managers, goncerning scope of employ-
ment of counsel io represent receivers in rate lLearin
before Interstate Commerce Commission_ e
1928, Letler, dabed July 20, 1925, from R:tiph_M. SBhaw, aof
counsel to reccivers, 40 RRabert T, Swaine, of counsel to
reorgamm}tron managers, concerning employment of
%};f:ll;l]cibbv:‘}n? HI!g‘h@S by reccivers in present “Pobter
H ].:-L 1 -I . r .y - =, | R
. g}ission ¢ lrearing before Interstate Commeree Com-
- Lotter, dated October 9, 1925, from Ral *h haw
counsel Go receivers, to Hobert T. Swair{e 01}1;30&1’1[;{;21 i?or
reorganization managers, requesting advice as to posi-
tion reeeivers should teake al hearing before Judge
Wr]kf_:rson on petition of Roosevelt Commities for leave

) t.o inkervene in receivership hroceedings., . _____

930. Letber, dated October 10, 1923, from Roberl T'. Swaine
of counsel to reorganization managers, to Ralph M.
Shaj;\f. ol counsel to receivers, conecrning opposition to
petition of Roosevelt Committee for leave to intervene
I reccivership procecdings

1081, Letter, dated October 12, 1925, from Ralph M. Slhaw of
counsel to receivers, to Robert T Swaine, of connsef to
ﬁgrglaggg’a}tlon managers—sange Bubjcct’ as  “Ixhibit

1932. Telegram, dated Ocioher 29, 1925, from Ralpl M.

| , ) e ML
1?1' counsel to receivers, to Roberl T Swnirge. nf[ cgtlnlr?:;i
l\?o.rcl%%gﬂl]mtm_n__Ir]_a_nft_g_ef?isiamc subjeel as “Rxhibii,

1933, Letter, dated October 29, 1925, from 11.1rvl_f)ﬁ.‘(_3;'£v}a_i-£l_1_5}_
counsel to reorganization mansgers, to Raiph B, Shaw
of counsel fo reeeivers, indicating thal information sup:
porting the Kuhn, Loeh-National City plan be conveyed
_privately to Judge Wilkerson )

1934. Telegrany, dated October 80, 1925, from Ralph M. Shaw,
of counsel to receivers, to Paul D, Cravath, of cot.mscl té
reor_gf_tmmf:;on“ managers, indicating that information
contained in “Exhibit No. 1933" had hecn conveyed

| privately to Judge Wilkerson 7

1935, Bxcerpt from 1. C. . Dockel No. 17021, testimony oﬁ_ﬂ{fﬂj):_
6, 1926 of J. J. Hanauer, of Kuhn, Toch & Co,, coneerning
solection of officers and directors of reorganizod 8t Paul

. L company under Kuhn, Loeb-National City plan___

936. Letter, dated November 16, 1925, from Otto H. Kahi of
Kuhn, Loeb & Co, to Ernest Iselin, chairman, Independ-
erft Stockholde_rs Committee, concerning selection of

1937, B first board of dl‘rectors or reorganized St. Paul___

. Bxeerpt from I C. €. Docket No, 17021, Interstatc Com-
merge Commrssmn report on_investigation of St. Paul
recewerslnp—_conc(_:rning banker control of 1025-1028

& Paul reeeivership ang reorganization machinery

_— .
-_—
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1938. Telegram, dated March 11, 1925, from Robert H. Bradicy,
vice-president, Prudential Insuranee Co. of Ameriea, o

Jobn W, Stedman, vice-president, comeerning bankers
inffuenee on selection of members of bondholders pro-
teative commiftee. . ____________ m e e —mmaa

1939, Letter, dated Marech 11, 1925, from Robert H. Bradicy,
vice-president, Prudentisl Insurance Co. of America,

to John W. Stedman, viec-president, congerning bankers
influence on seleclion of wembers of bondholders pro-
teetive coramitlec________. e

1940, Telegram, dated March 11, 1925, from F. . Ecker, vice-
president, Metropolitan Life Insurance Co., to J. J
Hanauer, of Xuhn, Loch & Co., concerning proposed
niceting to organize bondholders protective commitbee. - -

1941, Telogram, dated March 10, 1925, from J. J. Hanauer, of
Kuhn, Loeb & Co., to T, 1. Ecker, vice-president, Mel-
ropolitan Life Insurance Co., concerning sclection of
gounsel to represenl boudholders protective commitbtec. -

1942, Telegram, dated March 10, 1925, from T H. Feker, vice-
resident, Metropolitan Life Insurance Co., to J. J

[anauer, of I{uhn, Lach & Co., agrecing to selection of
Shearman & Sterling as counsel to bondhalders protec-
tive commibbee o ___ . .. ... _
1943. Telegram, daked January 11, 1928, from D. C. Swatland,
of Cravath, de Gersdoerff, Swaine & Wood, o H. A.
Seandrett, vice-president, Union Paeific R, R. Co., ad-
vising him of election to presidency of reorganjzed St
Paul and requesting authorization and proxy for sfock-
holders’ meeting_ . .o . __________ . o ________
1844, Telegram, dated Janumy 11, 1928, from . A, Seandretd,
viee-prezsident, Union Pacific R: R. Co., to I, C. Bwal-
land, of Cravath, de Gersdorff, Swaine & Wood, giving
authorization and proxy requested in “Fxhibit No. 19437
1645. Telegram, dated January 16, 192R, Trom J. J. Honayer, of
Kuhn, Loeb & Co., to H. A. Scandretf, president, Chi-
cago, Milwaukee, Si. Paul & Pacific Railroad Co., re-
questing opportunity to diseuss company affairg and sug-
esting arrangements for Mr. Scandrett’s introduetion to
New York members of board of direetors_______________
1946, Letfer, dated Aupust 7, 1927, irom F. H. Wood, to Robert
T. Swaine, both of counsel, to reorganization managers
advocating selection of . A, Scandrett as president of
reorganized SU. Paul_ ... ___ .. ________
1647, Telegram, dated August 12, 1927, from Robert T, Swaine
te I*. H. Wood, bolh of counsel to reorganization man-
agers, advising him of favorable consideration being
given by bankers to selection of H. A. Seandrett as presi-

dent of reorganized St. Paul__ .. ___ ___________._..
1948. Letter, dated Mareh 2, 1925, from F, W. Charske, vice-
president, Uwnion Pacific System, to 1. J, Hanaucr, of
Kulin, Logh & Co., enclosing list of securities of Chicago,
Milwaukee & 8{. Paul Railway Co. owned by Union
Pacific System companies-. . _ ... _____
1949. List, undated, of junior sceurilies held by members of Pro-
tective Committee for Bondhelders ol Chicago, Mil-
waukee & 36 Paul Railway Co___ _ ___ . . ... __

68156

6816

0817

6817

G817

6820

6820

6824

6825

G825

6826

G827

7034

7034

7635

7035

70356

7036

7036

7036

7038

7037

7037

7038

19560, List, dated January 23, 1925, of large holdings of bonds of
.Chicago, Milwaukee & 8t. Paul Railway Co.____.__.._.

6829

7039
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1951, Letter, dated December 22, 1927, from Mark ;
receiver, Chicago, Milwaukee &JSL. Paul Rail\:fif\f;f E?J‘.;t?;%
II. A, Scnnd_rcl;l;{ vice-president, Union Pacific Railroad
Co., concerning influenee of bankers on My, Seandrett's
seleetion as president of reorganized Bi. Paul, __

1052, Lcl;ter‘, dated Lecember 22, 1937, from Mark W. Potter,
receiver, Chieago, Milwaukee & St. Paul Railway Co.,
to J. J. Hanauer, of Kuhn, Loeb & Co., advocabing seleoe
tion of H. A. Scandrett as president of reorganived Si.

Pau

1953, Letter, dated December 27, 1927, from F. H, Wood, of
counsel to reorganization managers, to H. A, Seandvelt
vwe-gresndent, Union Pacific Railroad Co., conceminé;
Mr.l. enndreft’s selection as president of reorzanived St,

au

1954, Leticr, dated January 5, 1929 from H. A5 i
. 114 2, b . A Seandrolt, viee-
president, Tnjon Pacific I’{aih'ond Co., gg{: ﬁatlfk“%%
ngsi;cr, receiver, Chicago, Milwaukee & 8t. Panl Railwa_};

O EXpressing appreciation for supporl in connecti
\S\":tl})Mrlu Seandreit’s scleelion g president of rez?gl;[clﬂglcll

. Pan

1955. Letter, dated Decomber 23, 1927 from J, 1. Hunaver, of
Kuvha, Loeb & Co., to Mark W, i’ottcr-, rece: véri-fn(\‘,}}?i(‘;r’wg[
Milwaukee & Si,. Pau]‘Rﬂ,i]\\-'n.y Co., zeknowledging l'(‘f‘!eipfi‘,
of leblurs recuinmending H. A, Heandrett for the Presi-

1086, Lot
- Letter, dated January 2, 1928, fram H. A & rdrebt, vies-
president, Union Pacifie Railroad Co., tnS 3{1].](.] f{tz:hs:-'.g
of Kulm, Loeb & Co., expressing appreciation for selection
. as president of reorganized $1. Panl R
1957. Lettcr,_ dated Jaruary 2, 1928, fram H. A, Seandrett, vice-
pt'csu'lenlf, Union Pacific Railrond Co., to C. A, de
Gersdorfl, of counsel to reorganization managers, thank-
ing him for suppord in ecouncetion with Mr. Scandrott's
seleetion ag president of the reorganized S& Paul
1958, Lctf:er,_ dated January 2, 1928, from Il A, Seandrett, vice-
presideni, Union Pacific Railrosd Co., to Paul D
Crayath, of counsel to reovganization M RAgeTs—sne
subjeel as “Iixhibit No, 1957
1059. Letier, dated January 4, 1938, from H. A. Beandvebi. vice.
president, Union Pacifie Railrond Co., to Mr. & Mlrs
Fred IL. W{mri, c/o Cravath, Henderson & de Gersdorfi—
1960 Vasrai,;?; S‘l‘ﬂﬂ‘cct a8 “I}szlllibit No, 1957 -
ckbers and telegrams, all daited durin riod
1980 December 9, 1927 to January 11, 1928, bearing %nps(?ali]e%ci
B tion of H. A. Scandrett o presidency of reorganized St,

Pay
1990 Various letters d uring period from April 20, 1935 t
] : , 0 August
203(:}; 19, 1936, between F[. A Scandret, president, Chicigo
- Milwankee, St. Panl & Pacific Railrond Co.. and 1 )
Canton, assistant counsel, United States Senate Com-
mittee on ’Interstate Commeree, relaling to efforts of
oﬂ;:mlttees stafl to obtain material from Mr., Seand-
9 rett’s lileg bearing on his selcetion as president. o ____
004. Letter, dated October 4, 1929, from H. A. Scandretl presi-
dent, Ch;_cago, Milwaukee, St. Paul & Pacifie R)ailroad
Co., to Fierpont V. Davis, vice-president, The National
Clty‘ Co—1J. J. Hannuer, of Kuhn, Loeb & Co., and Mr
avis referred to as ex-officio members of 8t. Paul board

6331

G831

(832

6833
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6841
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2005. Report, dated September 7, 1935, from B. L. Challand,
momber of staff of United States Senate Committes on
Interstiaie Commeree, to Mox Lowenthal, Chief Counsel,
containing extracts from minules of meclings of the in-
corporators and first board of direclors of Chicago, Mil-
wutkee, St. Paul & Pacific Rodlroad Coo oo .o

2006, Memoranda, undated, by J, J, Hanauer, of Kuhn, Loeh &
Co., and C. E. Mitchell, president, National City Banlk,
eoncerning mailers to be covered by Coverdale & Col-
pitts report on Chieago, Milwnulkee & 5t Paul Railway
O DAY Y - C - -

2007, Lxecrpt from I €. C. Docket No. 17021, lestimony of W,
W. Colpitts, pertaining lo relation of Coverdale & Col-
pitts Lo Kuhn, Loeh and National City Co_____________

2008, DIiscerpt from 1. C. C. leporl, Docket No. 17021 —finding
that Coverdale & Colpitls, while ostensibly craployed
by Chicago, Milwaukee & St Paul Railway Co., woere
actually workiug for the bankers. . ____________________

2009, List, undated, indicating distribution by IXuhn, Loeb & Co.
of Coverdale & Uolpitts report an condition of Chicago,
Milwaukee & Sb Paul Railway Co. o ____________

2010, Telegram, dated June 13, 1925, from W. W. Colpitts, of
Coverdale & Colpiits, to W. R. Freeman, indicating that
Wuhn, Loeb & Co. controlled distribution of Coverdale
& Colpicts vepord. o ____._

2011, Letter, dated June 28, 1925, from W. W. Colpitls, of Cover-
dale & Colpitls, to Howard Jilliotl, chairman, Northern
Paeific Raoilway Co.—aame subject aus “Exhibit No.
b ) U PR

2012. Letter, dated May 7, 1925, from Kuhn, Loch & Co. to
Samuel H. Tisher, director, Chicago, Mitwaukee & St.
Paul Railway Co., lurnishing him with copy of Coverdale
& Colpitis report- ... _____._._

2013. Letter, undated, frorm Samuel 1. Fisher, director, Chicago,
Milwaukee & 8i. Paul Railway Co., to Kuhn, Loeh & Co.,
acknowledging rcceipt of Coverdale & Colpitis report
{Exhibit No. 2{]12)________,____m__“___-_____j____ i

2014, Letter, dated April 22, 1925, [rom E. C. Jameson, chairman,
Bondholders Defense Committee, to M. L. Byram, re-
ceiver, requesting copy of Coverdale & Colpitis report. ..

2015, Telegram, dated April 30, 1425, from E. C. Jameson, chair- |

man, Bondholders Delense Committee, to H. E. Byraa,
roceiver, again requesting copy of the Coverdale & Col-
pittsreport. ... _____________________ .
2004, Telegram, dated May I, 1925, (rom H. E. Byram, receiver,
to Ii, C. Jameson, chairman, Dondholders Defense Com- |
mittee, acknowledging receipt of “LBxhibits Nos, 2014 |
il O TS e e e e
2017, Leller, dated May 1, 1925, from H. E. Byram, receiver, to
o, (1L Jumeson, chairman, Bondholders Defense Com-
mitfes, suggests communieating with I'. H. Icker for
copy of Coverdale & Colpitts report. __ .. o .o ol
2018, Tologram, dated May 5, 1923, (rom T2, C, Jameson, chair-
mun; Boudbolders Defenze Committee, to H. 0. Byram,
roceiver, eoncerning failure to obfain copy of Coverdale
& Colpitts report from P, . Feker_ . _______________

2019, Telegram, dated May 6, 1925, from H. E. Byram, receiver, |
to I, 0. Hanauer, of Kuhpo, Loch & Co., requesting in- |
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6339
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6361
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G361

6361

6262
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7060

7070

7070

7070
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2020,

2021.

2022,

2023.

2024,

20235.

2024,

2027.

2028.

2030.

2031,

2032.

Telegram, dated May 7, 1925, from JJ. J. Hanouer, of T{uhn,
Loch & Co,, to H. I&, Byran, receiver, leaving matter of
supplying . C. Jameson with Coverdale & Colpits
report in hands of I, T, Beker, ehairman, hondholders
protective commiftee_ o L ._________

Letter, dated May 8, 1925, Irom E. C. Jameson, chairman,
Bondholders Defense Commitiee, to . B Byram, re-
ceiver, advising of receipt of copy of Coverdale & Col-
pites reporte ... . ___.__.

Letfcr, dated May 15, 1925, from F. K. Byram, receiver,
to 5. C. Jameson, chairman, Bondhelders Defense Com-
mitbee—samo subjeet as Ixhibic No. 20207 _________ .

Letter, daterd February 6, 1925, from n vige-president of
the New York Trust Co., to Bamuel H. IFisher, dircetor,
Chicago, Milwnukee & St Paul Railway Co., recom-
mending plan for avecting receivership—suggest= thatl
examination by Coverdale & Colpitts Tor bankers be dis-
continued - __ . __ ... .

Memorandum, dated June 9, 1925, from Harold Sianley,
vice-president, Guaranty Co,, to M. P, Callaway, viee-
president, Guaranty T'rust Co., relating to negotintions
with J. ). Hananer, of iKuho, TLoch & Co., lor o new raorl-
gage trustecship of the reorpanized 86, Paul— Guaranty
to have second choice after National Cify Bank _______

Memorandum, dated July 24, 1925, from C. . Platner,
corporate frust officer, Guaranty Trust Ca., o M, P,
Calloway, vice-president, appraising relative desirability
of new maortgage trusteeship: of veovganized S, Panlo__ . .

Mewmoranduu, daied June 18, 1926, {roan M. . Calluway,
vice-president, Guaranty Truglh Co.. to H. Stanley, vice-
president, appraizsing relative desirahility of new mari-
gage brustecszhips in view of modifications of Noveinber
19, 1925 to hankers’ reorponization plan._______________

Memorandum, dated June 25, 1926, from H. Stanley, vice-
president, Guaranty Trist Co,, o M, T, Calloway, vice-
president,—same subjech as “Dxhibit No. 2026___________

Excerpt (rom memorandum, dated January 5, 1927, by M. P,
Callaway, vice-president, Guaraniy Treost Co., o the
effect thatl J. J. Hanauer, of iuhn, Loeb & Co., had agreed
to Guaranty's choice of trusteeships of the revrganized
Chicngo, Milwaukee & 36, Panl Rallway Co_ . ... ... ___

. Letter, dated January 13, 1928, from J. J. Hanauer, of

Kuhn, TLeeh & Co., o F. H. Ecker, former clairman,
bondholders proteciive commibtee, explaining inability
to award a trusteeship ol the reorganized Chicago, Mil-
waukee & 5t. Paul Railway Co. Lo Bankers Trust Co. . ...
Letter, dated Jannary 11, 1928, [rom . X. R. Close, vice-
president, Davkers Trust Co., to F. H. Ecker, lormer
chairman, hondholders protective committce, requesting
trusteeship for Bankers Trusl Co. of the reorganized
Chicago, Milwaukee & St. Paul Railway Co. (see Fx-
hibit Ne. 2029y ______ ...
Letter, dated January 12, 1928, from ¥. H. Beker, former
chaivraan, bondholders protective committee, to J, J.
Hansauer, of Kuhn, Loeb & Co.—same subject as “Ex-
hibit No. 20830 . . o _______.__
Latter, dated January 12, 1928, from ¥, H, Ecker, former
chairman, bondholders protective committee, to I*. N. B.
Close, vice-president, Bankers Trust Co.—same subject
RSP IRt Mo 20807 beeden ool 0k wlpdely z
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2043,

Letber, dated Januvary 14, 1928, (com I". H. Ecker, former
chairmaon, bondholders protective connnitice, to B, N, B.
Close, viee-president, Bankers Trusl Co.—same subject
as YIxhibit No. 2029 ._..

Letter, dated January 17, 1928, from IP, IV, B, Close, vice-
president, Bankers Trust Co., to 1. H. Keker, former
chairman, bondholders protective commibtec, requesting
that Bankers Trusi Co. be appointed o depositary of the
reorganized St. Peul. . . ______________________.__.

lixeerpts from statements submitted by Guaranty Trust
Co, and M. P. Callaway, as irusleos, and their attorneys,
to federal courts in oppozition to petition of Bondbolders
Defense Commitlee for permission o intervene in re-
ceivership proceedings . . . oo oo .

Letter, dated November 140, 1925, from Ralph M., Shaw, of
¢ounsel to receivers, to Hobert 1. Swaine, of counsel to
reorganization mansgers, suggesting resignation of Guar-
anty Trust Co. ag depositary under bankers’ plan in order
to more elfcctively block intervention by independent
bondholdevs_ __ . __ . _____

Letter, dated November 11, 1925, from Roberl I'. Swaine,
of counsel to reorganization managers, to Ralph M. Shaw,
of counsel to reecivers, refubing suggestion contained in
Hlixhibit Noo 20367 __ . e e el

Txeerpts from various docunents relating to time when
Kuhn, Loch-National City plan for reorganization of
Chicago, Milwaukee & St. Poul Railway Co. was bhefore
the court for consideration. _ . L. L __.___________
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INVESTIGATION OF RAILROADS, HOLDING COMPANIES
AND AFFILIATED COMPANIES

MONDAY, DECEMBER 6, 1937

Untren STares SuxATE,
SuncoMMiITTeEr of CoMMmirris oN InTrrsrars CoMMERCE,
Washington, 1. C.

The subcommittes met at 10 a. m., pursuant to adjournment on
Thursday, November 18, 1937, in room 412, Senate Office Building,
Senntor [Tarry S, Truman presiding.,

'rasont: Senstors Trumsen and Shipstead.

Prasont also: Max Lowenthal, counsel to the committee; Telford
Taylor and George Rosier, assistant counsel to the committee,

Senntor TRUMAN (presiding). The subcommittee will como to order,
Mr, ITansuer, will you please come [erward, hold up your right hand,
aticd bo sworn:

Do you solemnly swour that you will tell the truth, the whole truth,
nidd nothing but she truth, regarding the matters now under investi-
podion by this commitéee, so help you God?

Mi, Haxavsr. 1 do. )

Senator Truwman, Just take a seat there opposite the committes
roporter,

TESTIMONY OF JEROME J, HANAUER, FORMERLY A PARTNER OF
KUHN, LOEB & CO., 62 WILLIAM STREET, NEW YORK CITY;
TESTIMONY OF MARK W. POTTER, FORMER RECEIVER OF
CHICAGO, MILWAUKEE & S7. PAUL RAILWAY CO.; TESTIMONY
OF BENJAMIN J. BUTTENWIESER, MEMBER OF KUHN, LOEB
& CO., INVESTMENT BANKERS, NEW YGRK CITY; AND STATE-
MENT OF ROBERT T. SWAINE, OF CRAVATH, DE GERSDORFF,
SWAINE & WOOD, ATTORNEYS AT LAW, NEW YORK CITY—

Roesumed

Senator Trusan, Mr. Hansuer, will you give your full name and
apnnoetion lor the benefit of the record?

Mr, Haxauvwe, My name is Jerome J. Hanauver, retired, address
52 Willinm Street, New York City.

Senator Trumax., You may proceed, Mr. Taylor.

Mr, Tavuonr, Mr, Hanauer, were you, for a number of years, asso-
siated with an investment banking house?

Mr, Hanavuer. Yes; I was.

Mr. Tavron. ‘What was that house?

Mr. Hanvaumr, Kuhn, Loeb & Co.
8730
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Mr, Tavror. When did you retire from Kuhn, Loeb & Co.?

Mr. Hanaurr. At the end of 1932,

Mr. Tavron, Have you been engaged in any business since then?

My, Hlawaver. No.

Mer. Tavron. Since your retirement from Kuhn, Toeb & Co. have
you at any time had any capital in uhn, Loeb & Co.?

My, Hanavr. No.

Mr. Tavror. Aro you related in any way to any of the present
partners of Wuhn, Losly & Co.?

Mr, Haxavin., My son-in-low 18 a partner.

Mr. Taxvor. Who is that?

Mr. Havaver, Mr. Lowis Strauss.

Mr. Tavror. Since 1932, when I believe you said you retired from
ICuhn, Loch & Co., have you had indiveetly by way of loan or otherwise,
&HK/ capital in uhmn, Loeb & Co?

{r. Havausr. No.

Mr. Tavvon. While you were active in the {irm of Kubn, Loeb &
Co, can you icll us some of the companies, il any, of which you were a
dirvector? If I might refresh your Tocollection——

Mr. Hanaver (ntorposing). Yes; I think I can tell you about that.
As a mattor ol fact, they are about the same now. There were os to
railroads, the Yazoo & Mississippi Valley Railroad Co., which is a
subsidiarv of the Illinois Central; the Hudson & Manhatten Railread
Co., the National Railways of Mexico. As to other corporations,
Westinghouse Electric & Manufacturing Co., Mid-Continent Pe-
roleurn Corporation, and somo subsidiaries of some of these, that are
unimportant.

Mr. Tayvror. Since your retivement from I{uhn, Loeb & Co. have
you resignad from any ol these directorships?

Mr. Hanaveir, No. As a matter of fact, I have added one or two.

Mr. Tavrnor. Which were those?

Mr. Hawsuer. The Illinois Central Raillread Co.

Mr. Tayvonr., Prior to your retirement from Kuhn, Loeb & Co. you
were a director of a subsidiary of the Illinois Central Railvoad Co.,
and since then you have become a director of the Illinols Central itgelf,
is thot 1t?

Mr. Hanwavur. Yes.

Mr. TavLor. My, Chairman, may I offer for tho record a list com-
piled from Poor’s Register of Directors, of Mr. Hanauer’s director-
ships from 1933 to date?

Mr. Hanaver. Might I have the privilegoe of looking at that paper,
Mr. Chairman?

Senator Truman, Yes.

Mr. Tavyuor. Here is that list. I there are any errors in the list
as taken from Poor’s Register of Dirvectors, will you please inform. us?

Mr. Hanaver. All right.

{The paper referred to wag marked “Exhibit No. 1887 and is in-
cluded in the appendix on p. 7003.)

Mr. Tayrog. JIJ soe you are looking over the list. Would you mind
correcting it [ater? Wo will be glad to leave that copy with you.

Mr. Hanaurr, As a mattor of fact T think I have finished it now.
Tt is entively correct, excepting as to the American Sealcone Corpora-
tion; I think in the sumimer of 1937 I resigned, and from the Sealed
Containers Corporation I think in 1936; and the Westinghouse
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Acceptance Corporation does not exist any more. But that is not
important. _ )

Mr. Tavron. All right. Mr. Hanaver, while you were with Kuhn,
Loeb & Co. that firm acted as reorganization managers of the St. Paul
Railroad Ce., did it not? o

Mr, Hanavugnr. Yes; as one of the reorganization managers.

Mz, Tavror, What was the other?

Mzr. Hanaunr, The National City Co.

Mr. Tayronr. Did you sy the National City Co.?

Mr. HaANAUER, Yes, sir. _

Mr. Tavior. That is an sffiliate of the National City Bank of
New Yorlg, is it not?

Mr, HaNAUER. It was. . )

Mr. Tavronr.. At that thne it was the securities affiliate of the
Nafional City Bank of New York, was it not?

Mr, Hlanater. Yes.

GELECTION OF REQEIVERS TN 1926—1928 8T. PAUL RECBIVERSHIP—
EXTENT OF BANKER INFLULDNCE THEREON

N1, Tayror. The reorganization of the St. Paul Railroad, prior to
(o present one I mean, took place under what was known as an
equily receivership, is that correct? _

Mr, Hanaver, 1 understand that is so, but that is a legal expres-
HEOT .

Mr, Tavoon. How about that, Mr. Swaine?

Mr. Swaine, That s correct. )

Mz, Tavnor. Thatis, it was prior to the statutory proceeding under
soclion 779

Mr. Swarne. It commmenced in March of 1923 and ended in 1928,

Mr. Tavror. Do you recall the spocilic date ol March 18, 19257

Mr. Swaine, I do not remember the exact date,

Mr, Tayuon. Whon a railroad goes into receivership, I mean under
the old equity procedure, how does the court arrange to operate 1t?
What does it do? What mechanics are sot up in order to operate
the railroad?

Mr. Hawaver, It appointed reccivers. _ )

Mr. Tavror. How many reccivers were appointed in the case of
the 5t. Paul Railroad?

Mr. Hanaver. Three.

Mr. Tayror. Who were those three reccivers? _

Mr. Hanaver. Mr. Byram, who had been the president of the
ruilrond, Mr. Brundage, of Illinois, and Mr. Mark W. Potter.

My, Tayrnon. Who was Mr. Brundage?

Mr, lianavur. Mr. Brundage, I understand—well, I had pever
known him up until some time alterward, was a former attorney
penerul of the State of Illinois, and was the appointment by Judge
Willerson of & man whom he personally kunew and had confidence in,
whom he wanted to represent him more or less.

Mr, Favror, You do not mean by that expression that Judge
Willcerson did not have confidence in the other two receivers, do you?

Mr. Hanavzr. Not at all.

Mr. Tayror. Whe was Mr. Mark W. Potter? )

Mr. Hanaver, He had been an Interstate Commerce Commis-
gionor up {o a short time hefore that.
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Mr. Tavvor. Mr. Hanauer, in connection with many important
questions of policy thal may arise as to operating a railroad when it is
in receivership, do the receivers decide those questions on their own
judgment and initiative or do they seek the direction of the court?

Mr. Hanavugr, That is veally o question I could not answer.

Mr. Tavror. Could Mr. Swaine answer that question?

Mr. Swaing. T do not think there is any universal rule about that.
I think if the matter is ene of major importance they are very apt to
consull the court. Other than that I think they genecrally decide il.

Mr. Tavror. Frequently the court does give orders divecting the
receivers to take action; does it not?

Mr, Bwaine. Yes: but there is no universal 1ule,

Mr. Tayvor. Mr. Hanauver, could you describe for us what you
concelve to he the relation between receivers and the conrt? Are
they in the nature of the personal representatives of the judee, or
what is the status of receivers? ;

Mr., Hanaver. No; I am of opinion they are the represeniatives
ol the court itsell and not of the judge. They are a body of men who
are to see that the property in reccivership is properly operated, not
necessarily by them but tbrough their sgenis; that it is properly
maintained, and they in every way represent the court in the matter
as differentiated from representing the security holders.

Mr. Tayror. In the case of the St Paul Railroad, one of the
receivers. himself was in charge of tho operation of the railroad prier
to the reccivership; was he not?

Mr. Havsvnr, Yes.

Mr. Tayvor. Did he continue to do that after the receivorship?
I mean Mr, Byram.

Mr. Hanaver, Yes.

Mr. Tavvor. Prior to the receivership do you recall whether you
had any information as to who would probably be appeinted reccivers
of the company?

Mr, Hanvaver. Well, of course T had no knowledge of Mr. Brund-
age. I knew that as a matter of custom, or [requently at least, the
judge of the court will appoinl somoone, that I would say, Lie would
consider more or less his personal representative, s man he has such
personal knowledge of that he more or less considers him a man who
would keep him to & certain extent posted. As I said before, I never
knew Mr. Brundage before that time. And it has hecoms more or
less universal, so es to have continuity of management, that the
operating head of the railroad company shonld be one of the reccivers.
And there are not always throc receivers. Tt very often happens that
there are two, or even one. 1 cannot remember exactly what hap-
pened.  You must recall that this was 11 years ago. But my vecol-
lection is that it was discussed, as is usual, because the judge always
asks for recommendations. He does not have to accept the recom-
mendation made, but the judge almost universally asks for them.
Mr. Potter’s name was suggested on the theory that here was a man
who had had nothing to do with the St. Paul Railroad, who had
represented the public more or less as an Interstate Commerce Com-
nmissioner, snd who had resigned from that body, and if he would
tako the position it would be a very popular appointment. There
had been much discussion in the press before that time that possibly
the Interstate Commerce Commission itself might come in and have
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more or less to do with the matter of receivers. Of course, that was
important and that brought to mind the suggestion that heve was a
man who had just resigned from tho Coinmission, who was highly
thought of, honored, and respected all over the country, and mayhe
he would take the position.

Mr. Tayror. In order to assist you in refreshing your rscollection,
gince, nd vou have mentioned, it 1s a long time ago, do you recall
whather you testified bofore tho Tntorstate Commerce Commission
about 1926 that in view of tho more or less practice of appointing the
pravious prosident of a railroad, you did definitely anticipate that

{r. Byramn would be appointed ono of the receivers of the St. Iaul
Rudlrond?

Mi, Hawavrr. That agreos with what I say now. And may I say
ale this moment, inasmuch as vou havo hrought up the question, in
order to save a lot of time snd perhaps some of the Government’s.
nmeney, 1 testified not only before the Interstate Commerce Commis-
sion but at length before the Intorstate Commerce Committee of the
Sonate ab a time whon Senator Watson was chanman, in 1925, and at
& time when Senator Wheeler was a mambor of the committee, and I
would be very well satisfied to have all iny testimony at the hearing
bofore the committee, which T understand s the same as this present
committese, that is, as to the [acts ol the case, put right into this hear-
ing, and then let you start fresh from thal point.

Mr. Tayvor. Mr. Chairman, I hope il will not be necessary to go
mto the detalls as to o number ol those matters as to which Mr,
Huanauer previously testificd. I jusé want to ask cnough questions to
sivo the record some continuity, so it will bo understood. I shall try
{0 confine my questions as (wr as possible to documents other than
those that have been put into the record of this committee previously.

Senator Trumaw., And before the Commission.

Mr. Tayron. Yes; either before this committes or belore the In-
torstate Commerce Commisgion. Nr. Hanauor, you also tescified
that prior to the time when the St. Paul Railrond went into receiver-
alitp you had conferved with Mr. Potter and asked hum whether, if
his name were suggested to the court, he would be willing to act as a
rocolver: is that correct?

Mr. HaxaveEr. That is correet,

Mr. Taynor. Thal was approximately, if I may state my own
rocollection of the record, about 2 weeks before the receivership. I
boliova you mentioned a date of March 3.

hYl II ITawaver. T will take your figure. T have no recollection of
il date.

Mr. Tavvon. Mr. Potter told you at that time he would welcome
iho opportunity to serve as a receiver of the S{. Paul Railroad; did
lia not.?

Mr, Hanvavsn, 1 do not know just what language he used, but the
fucl was that Lie said he would be willmg to do the work if the judge
appointad him.,

Mr., Tavror, Did you take any steps to see that Mr. Potber’s
narne was sugeasted to the court?

Mr. ITanvaver. I did nothing further than tell of this conversation,
and of iy belief that Mr. Potter would make a very good and a very
aceeptable receiver to those who would appear befors the judge.
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Senator Trumax. Mr. Hanauer, will you please speak » little
louder. T is a little hard for the gentlomen. across the table to hear
you.

Mr. Hanvavnr. T am sorry, Mr. Chairman,

Mr. Taynor. Mr, Swaine, in your recollection of the circumstances
about this time, ] mean when the St. Paul Railroad went into receiver-
ghip, do you reeall that your firm knew-—well, I won’t say knew, but
your firm anticipated 16 was highly probable Mr, Byram and Mr. Potber
would he appoeinbed recelvors of the St. PPaul when 16 subsequently
went into receivership?

Mr, Swarxn, 1 wouldn’t put it quite thal way. Woe koow it was
the custom to appoint the chiel executive oflicer and, therelore, we
probably did know or think that Mr. Byram wonld be appointed.
W know that Mr. Potier’s name would be suggested because we were
one of the conduits through which the suggestion was made.

Mr., Tavior. Con you tell ug how Mr. Potter’s name came to bo
sugeesied to the court?

My, Swarzvn. My recolloetion is that Mr. Hanauer talked to me,
and I talked to Mr. Ralph Shaw, and Mr, Ralph Shaw made the
suggestion.

Mr., Tavoor. Mr. Chairman, I offer for the record a memorandum
from the files of the Treasury Pepartment, signed by Eliol Wads-
worth, Assistant Secrctavy of the Treasury, addressed “For the
files,” from which L shoulel like to vead briefly.

Senator Truman. The memorandum witl bo received in evidence.

(The memorandum referred to was marked “Ixhibit No. 1888"
and i8 included 1n the appendix on p. 7003.)

My, Tayrnon. The memorandum 1s dated March 16, 1925, and
do you accept my recollection, Mr, Swaine, subject to correction, that
it was 2 days bolore the St, Paul Railvond went into receivorship?

Mr. Swarnn, All right.

Ar. Tavvon. The memoranduin reads in part as follows, although
I man offering the entire memorandum in evidence [reading from
“Exhibit No. 1888"]:

On SBaturdoy, March 14, 1925, I had a conference with Mr. Carl de Geradorfi—

That is ono of your partners, Mr. Swaine?

Mr. Swarxu. Yes.

Mr. Tavror. Was he an acquaintance of Mr. Wadsworth, to your
knowledge?

Mr, Swawz, Yes.

Mr. Tavron. T continue reading:

1 had a conference with Mr. Carl de GersdorR of the firm of Cravath, Henderson
& de Gersdorfi—

That was the predecessor of your present Arm?

Mr. Swaiws., Right.

Mr. Tavror. 1 continue reading:
relative to the situation of the Chicago, Milwaylkee & 8t. Paul Railroad. Mr.
de Gersdorf's firm represents Kuhn, Loeh & Company, Mr. Guy Cary, of
the firm of Shearman & Sterling, represent the National City Bank. Appar-
ently these fwo lawyers are Gaking an active part in considering all problems
relating to the Milwaukee road.

Mr. de Gersdorff presented certain financial defa in acecordance with the request
in my letter of Maxrch 10, 1925, which iz attached hereto.
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At that point, Mr. Swaine, might T ask you whether you recall that
the St. Paul Railroand owed the Governinent considerable sums of
money !

Mz Swamnm, Yes,

Mr. Tavron, And I believe thai letter refers to the anount and the
nature of that obligation the St. Paul Railroad owed to the Govern-
ment. | continne [reading from “Lxhibit No. 1888"]:

Mr. de Gorsdorlt stated that the possibility of a voluntary reorganization along
the lines aongpested by Mr. Mitchell—

That is presumably Mr. Charles E. Mitchell of the National City
Co.; i il not, Mr. Swaine?

Nir. Swaine. T assume so.

My, Tayron. I continue reading from the momorandum:

In hin tnlk with Secretary Mellon scemod out of the guestion boeause of the
grenk variety of credifors.

T'han skipping to the third paragrapl

I had nsked Mr. do Gersdorff in the morning on the telephone who were to be
tho receivers. He gtated that Mr. Byram would be one of the rcecivers and
that they had given careful consideration to the appointment of a second receiver.
They delermined thal there should be a second reeeiver and practically made
up their minds that Mr. Mack Potier, who had just resigned from the Interstate
Commerce Commission, would be an appropriate appointment. Mr. Potter is a
Juwyer but very well known in railvoad circles.  Mr. de Gersdorif asked if the
Treasury would approve of this sppointment, T agrecd lo speak to Scovctary
Muollon about it Monday morning and have done so just before writing this
memorandum, and kr. Mellon has no objeetions to offer.

YWere you familiav, Mr. Swaine, with this conversation between
Mr. de Gersdorll and Mr. Wadsworth?

Mr. Swarwe. I have no recollestion now whether T was or not, 1
probably was.

Mr, Hawaver. T was familiar with the facl that this gentleian
went down there, beeause 1t was discussed, and wo felt that in view
of the large amount of money that was duo the Government, we
should tell them what the sibuation was.

My, Tavwon., Well, Mr. Swaine, would you say it was apparent
from (his memorandum that your firm, through Mr. de Gersdorff,
wis clearing with the Trensury Departmeni the suggestion, which
cither had heen or was te he made by Mr. Shaw to Judge Wilkerson,
that Mr. Potter be appointed a receiver?

Mr, Swaint. For the reasons suggested by Mr, Hanauer; yes.
Jusl as 16 was clear to other large security holders. It was a sugges-
tion, Mr, Wadsworth’s statement in there that it was a determina-
tion of course is erroneous, if it means that it was determined that
they were (o bo the receivers, What he meant was, that they were
to b suggested to the judge of the court.

ACTIVITINS OF 8T. PAUL RECEIVERS IN AID OF BANKERS'
REORBGEANIZATION FPLAN

Senator Truman, Ts Mr. Potter present?

Mr, Porrer. T am Mr. Potter, Mr, Chairman,

Senator Truman, Have you been sworn?

Mr. Porrer. 1 have not.

Senator Truman. Please hold vp your right hand and be sworn.
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Do vou solemaly swear that yvou will tell the truth, the whole
‘truth, and nothing but the truth, regarding the matters now under
investigntion by this committee? So help vou God.

Mr. Porrer. T do.

Senator Truman, Take the chair next to Mr, Swaine, in order to
make it easier for the committee reporter to hicar you when you testily.

Mr. Porrer. Thank you.

Mr. Tayron. Mr. Potter, it has already been brought out that you
setved as one of the reccivers of the St. Paul Railrond; 1 mean in the
old reorganization proceedings.

Mr. Porrer. Yes,

Mr. Tavoor. I have asked Mr. Hanauer and Mr, Swaine, briefly,
about the relations between a receiver and the judge who nppoinis
him, or tho court as Mr. Hanauer says, and I wonder if you
could state briefly what you coneeive to be the appropriate and proper
velation between a judege and tho receiver whow he appoints for a
raiiroad.

Mr, Porrer. 1 do not care to say what 1 conceive to be the proper
attitude of the judge who appoints a receiver.

My, Tavyror. It is possible you have misunderstood my question.
I do not mean the atticude of the judge but the relation botween the
judge and a receiver,

Mr. Porren. 1 do not conceive it 1s proper for me to say what the
relations between a receiver and a judge should bo. 1 think that is
for the judge to say rather than for me.

Senator Truman, Just what is your opinion about that relation-
ship, 28 to what it should be?

Mr. Porenn. I do not care to try 6o be an expert on the ethics of
that question, Scnator.

Senator Trusan, Well, T just wanted to get your answer.

Mece. Tavrvor. Mr, Potter, you are a lawyer?

Me, Porrzr, T am; yes.

Senator Truman. We would like very much to have your opinion
on that question.

Mz, Porrer. I do not think I want to express it.

Senator Trumaw. I think, probably, you have misunderstood the
question propounded to you. State it egain, Mr. Taylor.

Mr. Tavror. Tho question is not directed to any specific ciccum-
stances or events. I merely want to obtam from you a statement of
your opinion about the obligations if, any, ol a receiver to tho court
that appoints hin, and that relationship.

Mr. Porrer, I do not care to appear here as an oxpert on the
question of ethics, personsl or otherwise, I am here to give you
information about what I did and what I said. Buf ag to anything
that involves what my relations to the judge should be, T shall decline
to express an opinion, That might better be stated by the judge.

Mr. Tavionr. Those and other questions T had in mind asking vou
are intended to be asked in the abstract and not as referring partreu-
larly to your appointment or your relations to the judge who appointed
you., I am anxious bo ascertain what in general you conceive to be
the proper relatienship.

Mr. Porren. I prefer nobt to give testinony in the abstract, or
anything outside of my relations with the Milwaukee Railroad.

Mr, Tavror. Will you be willing to answer this question: Ts it
true that in the case of a receivership in equity the judge is continually
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called upon to decide points that may arvise among different classes

of security holders?

Mr. Porter, Well, I do not think there is any rule in that regard.
Ordinarily such questions do nob arise during a receivership, whieh Is
to conserve the property pending a reorganization. I suppose in

actual practice one security holder and another would go to see a

judge and say something to him about various things, [t is common
for many poople to run to judges, to complain of roceivers, and about
varions things,  But I do vot know of any goneral rulo on the subject.

Mr. 'avrLor. Apart from what happens during the time a railroad is
in process of reorganization, the judge approves the final reorganization,
is that not teue, or confivms it?

Mr. Porrer. Well, there again, you gel inte a good deal of a legal
question, and 1 am not much of a lawyer. Not necessarily would a
judga hinve to approve a reorganization,

My, Taynor, Well, in the case of the St. Paul Railroad the court
did eonfitmn the final reorganization, pursuant to which the properties

‘wire purchased.

Mr. Porrer. Yes, .

Mr. Tavrowr. That plan, and the provisions of that plan, raised
vary definite and specilic questions as to what interest in the property
the old creditors of the rallread should got.?

Mr. Porrgr. The plan speaks for itsell and I would not want to
state what 1t provided flor.

Mr. Tavuor. Mr. Potéor, would this be a fair statement of one
other thing which happens during a railroad receivership: It is some-
times the case that the railroad property meay have ceuses of action
agninst its former officers and directors, and it Is & part of the function
ol the court, and of the receivers, to advise him on that, to determine
whether such action should or should not be hrought? _

Mr, Porrer. A part of the function of a receiver is to bring such
ninfilers to the attention of the judge, is that your idea, or is that
whal you have in mind?

Mr, I'avnor. Yes.

N, Porreer. T would say decidedly that if a receiver felt there was
pn weel of the corporation, consisting of & clalm against anyone, it
wallld he the receiver's duty to bring that to the attention of the court,
with o view to realizing on that asset.

Mr, Tavron. Well, now, in order that the receiver may perform
thni funetion adequately it is highly desirable that the receiver be
impnriinl ns between the old management of the railroad and the
pariies wraingt whom these actions might lie; in other words, his
function s qunsijudicial, is 16 not?

Me. Parren. 1 do not know that 1 would say that. I am inclined
to think the balance would be in favor of the duty to decide in favor
of the property as ugainst every person in issue. He might go too
far il ho tried to set himnself up as a judge. T think if he thought there
was a-reasonable chance to establish an asset he should try to establish
it.

Mr. Tayror. But he ought to assume a judge’s impartial attitude
toward all parties involved in the case?

Mr. Porrer. Of course.

Mr. Tayror. Mr. Hanauer, in the case of the St. Paul Railroad,
there wns moore then ome plan of reorganization propesed for the
railrond, was there not?
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Mr, Hawavsr. Do you mean publicly proposed?

Mr. Tavrvor. Yes. I do not mean submiited to the court but
publicly proposed.

Mr. Hawavurr. Publicly proposed by means of being offered to the
security holders?

Mr. TavLor. Yes.

Mr. Hanavsr., Yes.

Mr, TayiLor. One plan was proposed by yourself and the National
City Co.?

Mre, Hawavusr. Yes.

Mr. Tavror. Another plan was by what was called the Roosevelt
and Isclin groups, a second plan?

Mr. Hawavse. Yes.

Mr. Tavior. And another plan by a group represented by Mr.
Jameson?

Mr. HaNvaonr. That was much later,

Mr. Tavror. Mr. Jameson was an executive officer of a fire insui-
ance company, was he not? Do you recall that?

Mr. Hanavrr, Yes.

Mr. TavvLor. Of the Globe & Rutgers Fire Insurance Co.

My, Hanaver, Yes. May I say vight there, in order to keep the
record straight, that the first plan proposed was the so-called I uhn,
Loeb & Co.-National City Co. plan, and the Roosevelt plan was some
time later than that, and much later was the Jarmeson suggestion.

Mr. Tavror. Mr, Hanauer, would you care to oxpress an opinion
on the question of whether receivors in equity proceedings should
publicly express approval or disapproval of reorganization plans prior
to their confirmation by the court; I mean after they have been only
publicly proposed and are not before the court, should receivers, at
that time, express opinions on whether tho plan is a fair one or is not
a [air one?

Mr. Marnaver, Well, that is & question it is very diflicult to have
an opinion about, 1 should say that 2 man whe is a receiver but who
had been for many years with a property, connected with it for a long
tine and acquainted with all its problems, not just since its receiver-
ship, could well express an opinion, perhaps with more justice than
those who had only been there a short trme, during the period of
receivership.

Mr, Tayror. May I ask you this question: Wouldn’t such a person
be much more likely t¢ have had business dealings and be acquninted
with the parties proposing such a plan, than a receiver wlho had only
recently come into the property? You mentioned a receiver who had
been with the property for some time.

Mr. Janaver. That might be. You mean o man who was ap-
pointed receiver who had been there for gome time, might be much
closer to and know about people who had dome business with the
company, much longer than another man? That might or might not
be the case.

Mr. Tavron., Well, lot us take the case of Mr. Byram, who was ac-
quainted with and had dealt with your firm prior to his becoming a
receiver of the St. Paul Raitroad.

Mr, Hanavsr. Mr. Byram was acquainted with us only because
of his being the president of the company. I do not believe that Mr.
Byram had what you would call a close connection with anybody
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connected with the firm, I might add that that developed since.

At that time Mr. Byram was mostly in Chicago, and for many vears
their financial transactions were taken care of by a financial vice
president, Mr. Byram did not have very much to do with it until
the trouble came, and then of course

Mr. Tayionr (interposing), But he had dealt m o business way
with your firm?

Mr, Hanvavenr, The compauy hod.

Mr. Tasnonr, But as the president ol the company, he had repre-
sentaed it in husiness dealings with your house?

Mr, Hanavnr, 1 do not recollect thal he veally did belorve that
time, | think that was done mostly by others. Not thal that would
mabkoe nuny difference. T am not trying to create the impression that
il would make a bit of difference, but am trying to give you the facts.

Business [riendships are one thing, and I haven’t found ono case yet
of n man ol establishod reputation, represonting n body of bondholders
or stockholders, becnuse he had known anybody feor a long time,
lotting it make any difference. 1 havo oftentimes seen very intimato
friends on opposito sides of the fence.

AMr, TavvLor: Tn this connection might I road from your testimony
bofore the Interstate Comrnerce Conumission 10 or so years ago? Yonu
wara asked the question:

"The receivers of an insolvent property do not rcorganize the property?
And you answered:

1 den’t see Lhow they could.  The reccivers arc the court themsclves, The
court must be free to listen to all plans and all objections to plans and nol be in
the position of trying to pul through & special plan themselves. “They could
not enter info differences of opinions between various clusses of scenrity hwlders,
in my opinjon,

Now, at the time that your house and the Nagtional City Co. put
out vour plan there were rather violeni differences of opinion among
security holders as to whether that plan should be approved, were
there not?

Mr. Haxaver., Might 1 just say that 1 could not state the case
better today than I did then. I apree with every word 1 testified
at that time. Those differences of opinion which developed, of course
came afterward, not before at all.

Mr. Tayror. Diffevences of opinion with the Roosevelt committeo
and Mr. Iselin?

Mr. Havaver. Might I state this right there, that all differences of
opinion that arose at that time were a criticism of our plan as being
Loo conservative, that we were trying to make this thing foo safe.
The whole differencoe between us and the Roosevelt comimittee was
that we were not willing to make the fixed charges high enough.

Mr. Taynor. Whatever the precis¢ nature may have been of
those differences of opimien, I mean bheotween the Roosevelt grou
and yourselves, they did not agree or feel that the plan you propose
should be approved, isn't that a fact?

Mzr. Havavmnr, No; for the reasons I have stated.

Mr. Tavnor. To refer back to the question I asked previously,
in such a situation if a receiver of a property expresses his approval
of a plan which is in dispute, isn’t that likely to be of great assistance
to the parties who are proposing the particular plan, and be & corre-
sponding obstacle to the parties who are trying to oppose that plan?
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Mr. Havaver. The paragraph that you read was whether or not
receivers could get up a plan and reorganize a property themselves.
There was nothing in that with reference to expressing an opinion
upen & plan that was already promulgated; and as T said a little while
ago, I am not sure thal 1t is not quite proper for a receiver who has
been connected with a company as president previously, and has
known the situation for a long tume, thai he was not entively within
his province, and even perhaps his duty, to give his best opinion to the
security holders,

Mzr. Tavion. Do you limit that opinion to receivers who had been
with the property for some time?

Me. Hanwavxr, I would limit that to receivers who were thoroughly
familiar with the history and the past career of the company. Hisa
question of cthics after all, as to which different people may have
different opinions.

Mr, Tavrog. I do not want to elaborate this point foo much but
let me read again:

The court musl be free to listen to all plans and all objeetions to plans and not
be in the position of trying to pul through a speeial plan themselves. They
could not enter inbo dillercnecs of opinions between various classcs of sceurity
holders, in my opinion.

Isn't thal tostimony fairly intended to mean that & receiver should
not express an opinion in accord with ono group and opposed to
another group? Isn’t that entering into those differences of opinion,
I mean if e does thai?

M. Manaver. You will have to take & specific case to see exactly
what a man sald. If & man said, “1 have read this plan, and I think
it would he a good thing for the company and for the security holders,”
that does not shut him out from an approval of another plan which
may bejust as good.  No receiver could say, “This is the only group,”
but il a recelver says, “Under this plan this company can live and be
prosperous, and I think it would be a good thing,” that is all vight.
Noxt weck Iie can say, “As to this plan, the company can also live,””
But receivers should not say, “This is the only plan, and I am agninst
any other plan.”

Mr. Swaine. Of course, you have in mind that Congress has
answered the question the other way in section 77. It is proper that a
trustee may provide a plan.- And you also have in mind that under
legislation now befors Congross, the Chandler bill, it is proposed that it
should be the duty of a trustee, and his sole duty, to get up the plan.

Mr. Taveor. Mr. Chairman, I offer for the record copy of a tole-
grem from the files of Kuhn, Loebh & Co., from Mr. Hanguer to Mr.
Byram, dated June 2, 1925, which I read [reading [rom “Exhibit
No. 1880°):

Plan has been approved by all committees and will be announced tomorrow.
Am sending yon copies.

Senator Truman. The telegram will be recoived in evidence.

(The telegram referred to was markoed “Exhibit No. 1889’ and is
included in the appendix on p. 7004.)

Mr. Tavoor. 1 also offer a confirmatory letter forwarded on the
same date.

Senator Truman. It will be recoived in evidence.

(The letter referred to was marked “Exbibit No. 1890” and is
included in the appendix on p. 7004.)
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Mr. Tavror. If you want o lock at those you may do so.

Mr. Havaven. No; [ remember that. These wers to a man who.
was entitled to the information.

Mr. Tavror, Mz, Chairman, I offer for the record copy of 2 tele-
graxn from Mr. Byram to Buhn, Loel & Co., dated June 3, 1925
{rending from “lixhibit No. 1891"]:

Congratulntions, Plan is first elass and will place Si. Paul's finaneial position
in front rnnlk nmong western railroads, and belicve 't will be aceeptable to security
holders,  Fxpeet be in New York tomorrow.

Sonator Trosax. The telegram will be reccived in evidenco.

(T'ha telegram referred to was marked “Iixhibit No. 1891 and is.
includod in the appendix on p. 7005.)

Mr. ITAnavER. May I pul on the record the fact that thut is a pri-
vile tologram? 1 do not know whethor there was any publicity about.
it or not,

Mr. Payror. I was about to asle you about that.

Mr. Chairman, 1 oller for the rocord an excerpt from an article
appearing in the Wall Street Journal, of date Juno 5, 1925, comment-
ing on the proposed reorganization plan for the St. Paul Railvroad
[reading from “Exhibit No. 18927

Commenting on the proposed reorganization plan for the C. M. & 56 P, H. E,
Byram, receiver of the system, said that he considered it a very good plan, If
it is approved it will place the 8t Poul in the froul rank of roads from the stand-
peint of capital structure. Mr. Byram added the cormmittee has worked out a
plan as equitable a8 possible for all concerned.

Sensator Truman, Tho oxtract will be received in evidence.

(The exiract referrod to was marked “Exhibit No. 1892" and is
included in the appendix en p. 7005.)

Mr. Tavror. Mr. Potter, did you cxpress any opinion as to the
merits of tho plan of reorganization proposed by Kuhn, Loch & Co.
and the National City Co. in the matter of that 36, Paul receivership,
or T mean did you express any such opinion?

Mr. Porrer. I did express an opinion to someone at one time, ahout
thut time, regarding one of the plans. T do not remember whether
il was one of the preliminary or one of the final plans.

Mr. Taynor. Mr. Chairman, I offer for the record an oxtract from,
the Now York Herald-Tribune under date of June 18, 1925, from which
I would like to read a part, although I am offering the whole [reading
from “Kxhibit No. 1893"): '

Maork W, Potter, former Interstate Commerce Commissioner and now one of
the receivers for the C. M, & 8t. P., concurs wholeheartedly in the opinion of
Preatident 1L, I5. Byram, also a receiver, that the bankers’ plan for the reorganiza-
Lion of the property is an execllent one and that it should be executed without
unngeessry delay.

“My experience was somewhat unususal,” said Mr. Potter yesterday when asked
for his views of the preseni controversy over she reorganization plan. ‘"Before
this pronosal was put forward I was of the belief that it might be well to mark time
for a while iu this affair. T leaned, in other words, toward the opinion of some of
those who are now opposing the reorganization. Since [ have seen and studied
the plan, however, I have been completely won over, The bankers” propousals
will stand serutiny, it seems to me, from any angle.”

Do you recoll making that statemncnt, Mr. Potter?

Mr. Porregr. 1 do. I do not recall the exact language, but I have
no doubt that is exactly as I said it.
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Mr. Hanauer. Might it be put on the record that all these com-
ments applied to the first plan, before 16 was modified, in order to
gatisfy the objecting minority?

Senator Troman., The New York Herald-Tribune article will be
recelved for the record.

(The article referred to was marked “FExhibit No. 1893" and is
included in the appendix on p. 7005.)

Mr. Tavror. Might I inquive, Mr. Hanauer, whether these com-
ments that have just been inserted in the record weres mado before or
after ov about the time that the bondholders’ committee, of which
you were a member, nsked for deposits of sccurities?

Mr. Hawaovnr., Well, the record would show. If you have the
record, I will bo glad to testify to it.

Mr. Taynon. I believo that is the case.

Mr. Hanavnr. It would be the natural thing.

Mr, Tavron. I did not hear your answer.

Mr. HaNAUERR. It would be the natural thing that the momeni a
plan was announced to start out getbing sceurities deposited.

Mr, TavLor, Wouldn't an announcemnent by two or three receivers
be of nssistance to you in gebting deposits pursuani to the plan
proposcd? )

Mr. Hanavsr. Well, I do not want to be immodest about it, but
I think the names on the committee, I mean the names of tho reor-
ganization managers at that time, would have brought deposits in.

Mr. TavLor. Do you recall whether you did not get o substantial
smount of additional deposits after you lad modilied the plan in
accordance with objections raised by the Roosevelt committes?

Mr. Haxaver. That was an entirely different matier; that caine
much lator.

Mr. Taveor. T am aware thai it came later, but why do you say
it 1s a different matter?

Mr. Hanaugnr. As to the Roosevelt commitice, the bonds that were
deposited after the modification, that had nothing to do with any
statoment any of these receivers might or might not have made.

Mr. ‘Cavror. Do you recall that associated with the Roosevelt
group there were a number of New Hngland banks that hoad not
deposited securitics under your plan?

Mr. Havaorr, Yes,

Mr. Tarror. lsn’t it true that subsequeni to those announcements
o nwnber of banks did deposit with your committec?

Mr. Hanvaver. Subsequent to what announcements?

Mr. TayrLor. The announcements made by Mr. Byram and Mr,
Potier.

My, Hanausr., Oh, not at all. It was much later. _

Senator Truman. For the purpose of clarifying our record will you
identify the Mr. Roosevelt to whom you refer as the Roosevelf
committee?

Mr, Hanavpr. 1 think it might be well. Tt was the firm of
Roosevelt & Son.  You can supply the names, )

Mr. Tavror. Wis name was George Bmlen Roosevelt, was 16 not?

Mr. Havaver, He was one of the partners. I you would like,
because it seems to be your desire to go into differences of opinion
between the reorganization managers and the Massachusetts savings
banks, and the Roosevelt committee, leading up to the modification of
the plan, I will be very glad to go into that.
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Mr, Tayror. I think we weuld prefer to go into that later.

Mr. Haxaver, As you prefer.

Mr. Tavror, Mr. Chairman, [ should like to offer for the record
one more extrach [rom the Wall Street Jouwrnal, under date of Junae
19, 1925, thal has referenco to Mr. Potter’s statements.

Senator Truman, [t will be reccived in evidence,

(The extraot relerred to was mnrked “Ixhibit No. 1894” and is
included 1 (he appendix on p. 7006.)

Mr. Taynow, | read:

Congidernbla buying which took place in the $t. Paul issues was based on the
statemont of Moek W, Potter, former Tntersiate Comineree Cornmissioner and
now noreeelyver for the road,  Mr. Potter coneurs in the apinion of Receiver H. I,
By Gl the reorganization plan is excelient and should he exceuted withoub
INRERREAIMRETIN IR fll‘lu_\’. ’

Mre, Potter, would you be willing to answer this question: Would
you leal that the statement that the plan proposed by IKubm, Loeb
& CoNptionpt City Co. “is oxcollent and should be exoecuted without
unnocesinry delay”, wonld be of pronounced sassistance to the pro-
ponenty ol this plan in the way of encowvaging security holders to
doposit their securities pursuant to that plan?

Mr, Porennr. No: 1 would not say 1t would bo of pronounced
asintianes, I de not believe it would be of any substantial assistance
Porhapn there were some [ow riends of mine who might be interested
in my stonfement.  FFrankly, T did not atéach very greal importanco
o thut statement, T reeall that the plan was submitted to mo, and
[ wan asked what I thought ol it. L fell at that time that Mr.
[ Hgnpuer had two thoughts m mind: One was a desire Lo be courteous
fo e, us ho always was; and the other was a desirve to give me an
opporiunity in the public interest and in the interest of security hold-
erd Lo point out apything about the plan that I thought was unjust.
It never ocenrred to me that ho was trying to got my support for the
plan, nd 1 know that he was not; | certainty do know that. T
thought the plan was an excellent one—I speak now of the original
plan and 1 was quite willing to oxpress thal opinion. Perhaps I
oughi not to have expressed it. 1 did not stop (o indulge in f{inesse
ar dolieney ol thought. Thal was my opinion, and my expression of
it nd loant exhibited a degroe ol courage, which I do not deplore.  Of
cotitse, | had no right to speak for the court.  Perhaps T should have
been Limisd enough to phone to the judgo to see if he wanted mo to
do that,  But [ do not do things that way. T struck out and said
whait | thought. T that is a mistake, 1 am sorry lor it, but I do not
think it was o very substantial mistake.

Mr. Lowrnmian, Do you think that if w reeeiver in equity should
follow the plan of phoning to the judge to nsk him whether he would
prefer that the receiver should not coine out publicly in suppert of a
plan beflore its merits and demerits had been made in court, that such
action on the part of the receiver would be timid?

Mr. Povrrer. Well, T know this, that il it had oceurred to we I
ought not to say anything without speaking to the court, ¥ would
have immediately eoncluded there was no cccasion for e to say any-
thing in any event. If T had thought it through to that end, T would
have sat still and said nothing., But there was no thinking about it;
}b v\}us just one of those outbursts, and perhaps it was the wrong thing
A G,

PR it 1 ——23
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Mr. Taynor. Mr. Potter, you have already said that you wers
certain Mr. Hanauer did not ask you to approve the plan. Do you
recall whether Mr. Hanauer suggested that you make any statonient,
about the plan? _ )

Mer. Porrer. I do not think he did. ) )

Mr. Tavroz. Did you discuss that matter with him at all?

Mr. Poryenr. 1 am not sure at this time whether I did or not. I
just do not remembor that. Well, I know that I did not.

My, Taynor. Mr. Chairman, T should like to offer for the record oy
excerpb from testimony taken before the Interstate Commerce Com-.
mission in 1926, being an examination of Mr. Mortimer N. Buckner,
by Mr. Walter Fisher, then spectal counsel to the Cammission. Tirst,
Mr. Manauer, can you tell us who M. Buckner was at that time?

Mr. Hanaonr., Mr. Buckner had been a divector of the 56. Paul
Ratroad. He was an official of the New York Trust Ca. T think I
would like to doscribe him in this particular situation as being more
or less the reprosentative of the security-holding interests of the Fark-
ness family. i

Mr. Taynor. Mr. Buckner was the chairman of the preferred,
stockholders’ commnittec, was he not?

Mr. Hansver., Yeg, sir. )

Mr. Tayror. Mr. Chairman, this extract reads, In part, a8 follows
[reading from “Exhibit No. 1895”):

Y 2 . Buckner, whether it is feasible lor receivers to,
or&n%&b%llrggggzgf;{et: ]Sﬁ%iagrltry 2!.:1('.]1 a8 the St. Paul under the circumstances
that existed?

And then this is the answer made by Mr. Buckner:
T don’t sec why. Tt is not difficult, if you got s plan that appeals to the gecurity

bolders. 1 do not sec why a receiver could not pul it through just as well as any
other group of men.

And then the next question:
Q. Just as well as Kuhn, Loeh & Company and the National City Company?

And this is the answer by Mr Buckner:

Surely. Of rourse the reccivers may have to be in o position to underwrite
same of the securities, and in that cvend they would have to have banling affilia-
tions or banking backing in some way. Of course that is a detail thai could be

arranged. ”

Senator Truman. The excerpt will be received n evidence.

(The excerpt referred to was marked “IExbibit No. 1895 and is n=
cluded in the appendix on p. 7008.) )

Mz, Tayror. Mr. Chairman, I should like also-——

\r. HaNAUER {interposing). Might I cobvment on that?

Mr. Tavvon. Yes, certainly. ) )

Mr. Havaves. Mr. Buckner, as further testimony in that same pro-
ceeding will show, had no recollection of having made the statement
in that form, and said of course if he did say thet, that wag not whab
he meant, And in addition to that Mr. Buckner had never had any:
particular experience in the matber of reorganizations, .

Senator TrRumax. He has had a great deal of experience smce then
in reorganizations, has he not? .

Mr. HaNAUER. | cannot answer that question.

Senator TrRUMAN. I think you will find him on most of the rea
organization committees now oxisting.
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Mr., Hanavmn. Well, being on & reorganization coromittes and
actunlly reorganizing properties are two different things. One is
trying to do the best you can for a particular security; the other is
nogoliation in the matter of trying to bring all different kinds of
security holders together, each one believing he is entitled to much
mora than you ofler him, and are trying to compromise. 1 mean
trying to compromise the differences, and to do exact justice, eveu if
you can, to each one, which is quite a different thing from representing
one particular kind of security.

Mr. TavLor. You have mentioned tho function of trying to repre-
sent a particular security and getting as much for it as he can

Mr. Havaver (interposing). Or securitics.

Mr. Tayror. Do you recull whether the Harkness family, or in-
terests which you mentioned were represented by Mr. Buckner, also
had a considerable amount of bonds and preferred stock?

Mr. Hanaver. I think they had some bonds. 1t may have been
testified to 1n a previous proceeding.

Mr. Tayror. Didn't they have a representative on the bondholders’
committee, and that was Mr. Fisher?

Mr. Hawsvurs. Mr. Fisher, yes.

Mr. Tavror. So that to that extent the preferred stockholders and
the bondholders’ committeo interlocked and did not represent groups
wlo were trying to get the most they could for only one security. In
other words, the Harkness [amily were on both sides?

Mre. Hamaves. I would not gay that thot i3 correct. My recollec-
tion, and I want to ropeat that that was 11 years ago, is that the
bonds were held by certain trusts and the stock was held by Mr,
[Tarkness, and that Mr. Fisher wis one of the trustees of those truses.
Bul if anyboedy wants to question the probity of Mr. Harkness, then
wo might as well all say that we will throw up our hands as to anyhody
in the United States. .

My, ‘Fayvor. Mr, Chairman, I offer for tle record an extract from
whnl [ belicve, Mr. Swaine, are called diary or service slips, which
vour firm keeps.  Is that the correct way to describe them?

Mr, Bwarne, Diary slips.

Mr, Tavion. Well, diary slips.  These particular slips being dated
April 25, 26, and 28, 1926—wlich was just 2 days after the testirnony
ol Mr, Buckner, I believe. The entry of April 26 reads [reading from
Ulixhibit No, 1896]:

Livw vor, Swatland.  Description of serviec: Conferences with Mr. de Gersdorf,

Mi. Hunnuer, and Mr. Murray regarding I. C. C. hearings, in particular Mr.
Huahner's fnux pos.

Anil nnotlier extract, the previous day:

Linwyes, Hwntinnd,  Deseription of service: Tetephone call from Mr. Hanauver
v M, Baekner'n funx pas—getting copy of Mr. Buckner’s testimony—

M Swainag, to puraphrase the late W. S, Gilbert, that word “faux
poi'* Iy IPeenoly, in ik not?

M Bwarmm, | loko it that i6 is.

Mu TAsuon, And I assume you are enough of a linguist to give us
n tennslition,

Me, Swarnm, Wall, I think that was a very clear slip on Mr. Buck-
nar's poet, and he ocognized it as soon as he stopped to think about i¢.

M, HHANAvm, That is what “faux pas” means,

My, Tavnon. Tt means a false step, does it not?
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Mr. Tanavss. That is a litera! transiation; or I do nol say “ship”’
but—— _

Senator TruMan {(interposing). Iu other words, a tactical error,

Mr. Hanaver. No: it docs not mean a tactical crror at all.

Senator Truman, 16 could mean that?

Mr, Hawavyer, I think not. )

Mr, Swainne, Did you ask why it was? _ _ ) _

Mr. "TavLor. 1 was going to ask you this question: Unless it was a
tuclical error—— _ _ ) ) .

Mr. Swains (interposing). I did not say 1t was a tactical crror.

Mr. Tavnon. | say, unless it was a tactical error, why was il neces-
sary Lo lave a conlerence with the lawyers and Myr. Murray in regard
to this testimony? _ ) _

Me. Swaryt. I Ghink it croated an entirely false impression as to the
necessary mechanies of reorganization, and was an expression that
Mr. Buekner did nob intend Lo use, or an impression thal Mr. Buek-
ner himself did nol want to give.  As soon as he thought about 1t he
recognized that as well as anyone clse.

Mr. Hanavbk, [s there something in your stateracnt about any
yart of the testimony? . _

' e, Tavnor, Nob in my statement. That is an extract from tho
Cravath dwry. ) , i

Mr. Havaver. Aboul getting a copy of DBuekner's testimeny?

Mr. Tayvonr. Yes. _ . . |

Mr., Hanaugr. That is all in my testimony. When I‘t_‘.éL”CLI_‘ up
Mr, Buckner on the telephone he demed suying any such _tjjll.:g. So I
gobin touch with Cravath's office and got it, and then I said: _Accord,—]
ing to the way they have your festimony you seem to have said t-hn.t_._
That is how it came up. There is certainly no great secret abont 1t.

" Mr. Taynor. Mr. Potter, alter you and Mr. Byram Lind made state-
ments approving the plan proposed by Kuhn, Loeb & (;};O.-N:I.bl()ml]
City Co., did Mr, Brundage make any similar statement?

Mr. Poeren. No. _

Mr. TavLok. Do you recall whether you requested Mr, Buckner to
make a similar statement? .

Mr. Porrer. Asked Mr. Buckner?

wr. Tayion. No: Mr. Brundage, I meant. _ |

Myr. Porreg. 1 did not. At least I do net recall 1t, and I cannot
concoive of my having done 1t. _ _ ) o

Senator TRUMAN. The excerpts from the diary slips will be received
in evidence. e .
' (‘The excerpts referred to werc marked “Exhibit No. 1896" and are
included in the appendix on . 7000.) |
mi\l}[lfl T avLor. %V]h thuirman, I offer for the record a copy of a
carbon copy of a telegram procured from the files of Mr. Mark W.
Potter. It is dated June 19, 1923, which is the day following Mr.
Potter's statement as reported in the H.lerﬂ.ld— Tribune.

Senator TrunMaY. It may be recelved. . ,

(Copy of telegram referred to wus marked “Txhibit No. 1897 and
is ineluded jn the appendix on p. 7007.)

My, Tayior. This telegram reads as follows:

Mention has been made of the fact that while Byram and I expressed approval of

nigati lan, you
Ellllgtr;os;ﬁgggaogf goa&r’ \?iew to the Associated Press would be helpful.

have not expressed yvour view. They scem to feel
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Do you reeall that telegram, Mr. Potter?

Mr. Porreir. | donot; and I think it is o rather divty piece of work,
though, that you did not call my attention to it before asking me the
(|lim!-in||,

Mr. T'avior, Mr. Potter, this was [rom vour files, 1 believo,

M, Porrmn, Yos,

Mr, Favron, Were you not supplied with a copy of each decument
taleen by (he committee {from yowr liles?

Mre, Porrnn, 1 was not. What do you moean “supplied”? T had
thom in my files, T gave you carvte blanche to go in and examine the
file,  You went in and examined thom. 1 do not know whal you
toolt or whal you saw.

Mr, Tavrowr. T believe, Mr. Chairminn, ihat in all cases where the
conunibloe oxaminers have made coples, Urey have supplied one set of
copion indieating what they took to tho parties from whose files the
tlocumaonts came.

Mo, Pomeer, That may be so. T do not recall. I never saw it and
novor oxomined 16, IF it came there, it may be in my office, 1 nevor
I nny objection——

Honntor Tromaxn, It 18 noi the committee’s fault that you are not
wlormaod on the subject. I do not like your remark.

Mue, Porrer. I think he ought not to have asked me about some-
thing

Honator Truman, He lins a perfect vight to ask any quesiions he
wanis Lo ask, so long as T nm in charge of this committes.

Me. Porrer. Allvight. T will take eave of mysell as T go along,

Bonator Troman, Go nhead and do it,

Mr, Tavnor, Mr., Poiter, do you recall who had made mention of
the lact that Mr. Bruidagoe had not expressod approval of the plan?

Mr, Porrer. 1 donot. .

Mr, Tavron., Do vou recall who it was who seemed to leal Ghat
[reading from “Fxhibii No. 1897
natatement of your view to the Associzbed Press wonld be helpfal?

My, Porrer. 1 do not.

Mr, Tavron. Itsays “they seem to feel "

Sanntor Surestean, 1 would like to ask a question. T came in late.
BSo e as the plan of reorganization is concerned, had that been sub-
mitlad to the court for approval or disapproval before oll these trans-
nebions pnd communications took place?

Ponntor Treman, Can you answer thal question, Mr. Patter?

My, Swamne. Noj it had not.  Under the legal machinery which
WAL vopue b that time, the plan wag not submitted to the court until
16 Ll boen subimitted to all the security holders and the attitude of the
pocirily liolders developed.

Moenwbor Sirsrean, I should like to ask Mr, Potter o question,

Bonntor Trosan, Proceed, Senalor.

Hounbor Siteseian, 1 should Lke to ask Mr. Potger if he thinks 1t
walild ho proper for a court having charge ol the property in the hands
ol 1 paceiver (o express any opinion upon any plan that had not been
et ded to the court. 1o you think it would be proper lor the court
0 OxpleNl i apinion?

M Porren, | eertaindy should not express an opinion il T were the
courl, I eannol conceive of the court doing it, but, again, T do not
wnnl bo sy what o conrt should or should not do, Senntor.
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Senntor StrpsTan. Do you think it is proper for the receivor, who
is an agent of the court, to express an opinion?

Mr. Porrew. 1 won't answer that as a general question. The
apinjon I expressed ab thab time may have been hasty; it may have
been unwise; it may have been unscund.  T¢ struclk me at the time as a
perfectly proper thing to do, and T think it was a proper thing to do,
and did no harm. It certanly did not confrol the court, or anyone
else. 1f anyone feels that I ought not to haye dono it, I am. prepared
to recognize that he may be right in the opinion that I ought not to
have done it, but Tdid it. T do not think it did anybody any harm,
and that is all there ie to it. We all make mistakes.

Sonator SuiestmAp, 1 realize that. T just asked for your opinion
as to the proper relation of a receivor, an agent of the courl, to tho
court, and if you think that an agent of the court can do things that
would not be proper for the court to do.

Mr. Porrer. Genorally, of course, a receiver oughl not to do that.
A receiver oughl not to do anything that would by any possibility
Araw reflections on the court or embarrnss the court, and receivors
ought to be very carefnl in expressing thelr opimions—perbaps more
careful than I was. I do not think that was a natter of any cobnse-
quence to speak of. 1t did not ocour fo me s0 ab the time.

Mr. Swainr, Senator, 1 think you might have in mind, as the
background of that question, that the controversy was whethor the
fized charges should be the amount proposed by this plan or an
amount something more than $2,000,000 larger. That was one of
the principal points of controversy. 'The opposition wanted a larger
ﬁxecf charge. Sccondly, the question had to do with the payment
off of the Government debt. The Kuhn, Loeb plan provided for the
payment off of the $55,000,000 of Government debt. The opposition
did not want that paid off. They wanted it funded into a long-term
obligation. Jt was upon thoso two principal questions n controversy
that these receivers said that this was a sound plan; and while I can
soo that tho gquestion is debatable, cannot somothing be said for tho
proposition that the receivers rould properly state that it was a
sound thing to pay the Government debt off, and, sccondly, to bave
the reduced amount of fixed charges? As I say, I can sce that it is
debatable, but tho question ought to be in the ght of that background.

Senator SuresTEaD. Do you not think it would bave been proper
for the receiver to have advised the court if thé court had asked,
instead of taking sides in & controversy? It secms to me the receiver
went outside of the duties and respousibilitios of an agent of the court.

Mr. Swaing. There are two schools of thought on that, and
Congross has taken just the opposite attitude in its present reorganiza-
tion machinery.

Mr. LowenTtHAL Congress has not

Mr. Swaine. Under section 77, the trustee may propose a plan.

Mr. LOWENTHAL. We will come to that guestion, Congress has
not said that it is proper for a receiver, where there arve two contesfing
sides and each has plans, or one side is opposing the plan of the
bankers—Congress has not said that it is proper for a receiver in
guch a case, before the maftter has come up for court decision, to go
out and help the bankers. Congress has in no way said that.

Mr. Swarne. Congress has said nothing at all about whether it is
a banker’s plan or anybody else’s plan, but Congress has said that
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the trusteo may adopt a plan, and if there are tw ) i
announced the trustee, undor section 77, may ado(l):vtpi)arﬁas clijfu}gll:g?;
plans, It may be the banker’s plan or sombeody elso’s plan,

Senator SHIPSTEAD. Is 16 not a fact that a court trustee’s duties
responsibilities, and liberties may be entircly different under a law
or an nel of (!nnr;:‘reﬂs than as the agent of a court of equily? .
(‘.31\: :-l.‘“l‘;lw,\l'}\‘rlli‘,'.‘ (.llllm{i are the toﬁiiers }?f the court undor the nect of

Arops. gatlon 1s a3 ; Hos {it, 1 1

Senntor 'l‘ulrMA{N. Proceed. g1 yiosopty of W, that is all

Senntor Sumarean. 18 it not also 2 question of ethics?

Ll:]l'. Bwarnn, 1L moay be,

_ Henntor Sutmwrnan, In ong caso you ha 1
i nnothoer you have n question of mimcien?&?. priubansy of law, snd

Mp, Bwaing, My point is that if Clongress has assumed that it
uhould ba done one way, certainly it could not have been very uncthical
o hove done it the way Congress later enncted into law }

M, Lownnrias. Fhat is not correct. :

Mp, HSwarng. You and 1 disagree about that.

My, Lowuenerian. Congress has under no circumstances, in any law
sniel thinti it 18 proper for a court trusteo or receiver, before a plan has
hoen henrd hefore the court, where that plan is gotten out by one side,
und there is another side contesting 1t, to rush out within a few dayé
nftor tha plan has been made public by the one side, and say that it is
n poodd plan, ’ '

Mr. bwarne. Under section 77 tho trustee mn cactly 1
thing, heenuse the trustee may propose a pla.n{? iy doexactly that
| PI lf I J(JWEJ:»;THAL._ It is one thing for a trustee to propose a plan,
‘1“:: i:i;llét"a’mot- wer thing for a trustee to say “I am for the plan of this

Mr. Swaine. Let us project ourselves back to 1925. Suppos
keetion 77 had been in effect ab that time. Tho trustees o[pt]f]is:epilc;gf
orty, instead of merely going oul in a formal statemont and saying
they thought it was sound, could have adopted it as their plan “and
proposed 1t as their plan under section 77. ’

Mr, Lowentaan. Within & few doays after the bankers make 1t
publie, the receivers have read it, and they know there is another
group opposing it, and the receivers go out and say that they approve
the reorganization plan put out by Kuhn, Loeb & Co.

Mr, Swaine, They could adopt it.

Mr, LowsnTHAL, No such action lias becn taken by any trusbee in
bankruptey in any railroad case since section 77 has been adopted
or eould be taken. He would be removed. - '

Mr, Hianaver. May I siraighten out one matter here on this
question of time? My recollection—and I am trying to have it
looked up now—is that the Roosevelt opposition did ‘nol?appaa.r until
pome little time after that and at the time these statements were
mnde by Mr, Byram and Mr, Potter thevs was absolutely nothing
'I\‘nnwnJ #o far as I know, about the opposition of the Roosevelts
I'he Roosevelts waited until wo had put out the plan. '

Mr, LowsNTnaL, You knew, Mr. Hanauer, that Mr. Jameson did
notb like your plan. ,

My, [TaNAuzR. I am not speaking of Mr. Jameson. Mr. Jameson
did not put ount a plan. (

Mr. LowsnNtnan, He was opposing it. e did not like your plan.
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Mr. Havaver. He was not opposing it until a long time after-
ward, He came in as an individual.

Mr. LowexrHAL, You tried to gel Mr. Jameson to come on your
cominikiee.

Mr. Haxaver, We invited him.

Mr. LowentrAL, And he refused.

Mr. Hanavrr. Yos.

Mr, LownnTtuan. He told you that he was agrinst your plan,

Mr. Havaver. No, )

Mr. Lowenrdar. He did not tell you that?

Mr. Havaver. There was no plan at the time he was invited.

Mr. Lowentran. He did not tell you he was ageinst your plan
when he saw your plan?

Mr. Hanvavenr., After we issued the plan, ves: but ceriainly not
beforo that.

Mr. Lowuxraan., You did not know, at the time the suggestion was
raade to Mr. Pottor that he try to gol his eoraceiver, Mr, Brundage, to
toll the Associnted Press that ho, Mr. Brundage, was in [avor of the
Kuhn, Loslb plan—you did not know at that time that Mr. Jameson
was opposed to 16, and thatl there was o largo, important bondhaolding
interest opposed to your plan?

Mr. axavenr, Decdedly not.

Mr, Lowenraan, You did not know that?

Mr. Hanaver. Decidedly not.

Mr. LowentoaL. We will show that, Mr, Hanauer,

Mr. Hanaver, But all the opposition was becutise we were foo
conservative. That T think you will admit.

Mr. Lowunraan, We will show that Kuhn, Loeb knew, at the tima
efforts were macle to get receivers to come ouf in favor of the Kuhn,
Loeb plan, that there wero important bondholding interests opposed
that plan.

Mr. Hanavenr. Mr. Potter has testified that he was not asked to
malke this statement, nnd T am perfoctly willing to swear today that
we nover asked eithor ol the recetvers to mako thatl statement.

Mr. Lowexrian., Who are the “they” relerred to, then?

Mr, Hamwaver. T do not know who the “they” are, in a newspaper
statemont.

Mr. LowrxTuan, This is a telegram. This 18 a telegram from Mr.
Potter to Mr. Brundage, You have u copy boelore you, “They seem
to feel that a statement of your view to the Assoclated Press would be
helpful.”

I\E‘[r. Hanvavesn. [ de not know. Lty have beon some newspaper
gomment. Frankly, Mr. Brundago was never g railroad nian, and his
opinion would have had absolutely no influence. It never would have
oceurred Go me to want Mr. Brundage to say anything.

Mr. LowrnTuan, Who are the “thoy”?

Mr. Havavwr, You will have to ask Mr. Potter. T do not know.
It probably was some newspaper comment.

Mr, Lowrxruan, Some newspaperman thinks s statement by
Mr. Brundage to the Associated FPress would be helpful to whom?

Mr, HaxavERr. Someone else may have said it to Mr. Potter, but 1
am sure I did not,

Mr. Lowentran., “Would be helpful” to whom?
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_ My, Hanaver, It never would have oceurred to me that Mr,
Brundage, who wns attorney general—of course, this was 11 years ago
but I am confident I never suggestod thad. ' ]

Mr, Lowuntinan, Ithink we will show in a moment that the bankers
atl their vaprasentatives were vory active in gotting help.

Mre, Hanavun. [ beg vour pardon? °

Mrp, Lowunienan, We will show how the bankers and theiv repre-
sentnbiyes wore very active in getting halp,

M Hanauor. O course we ware anxions to gel help,

MicLowinrian, From the receivership estate.

M Hanavss, Beeauso wo believed in this plan, and the vosults
hove whiown that that was tho best plan. 1 am sotry it was ever
el e,

M Tasonr, You have alroady testifiod, Mr. Potter, thal Mr.
Erundign divl not make a statement approving the plan have you not?

At o, That is my recoliection, ' T

M CPavnon, 1 offer for the rocord, My, Chaitman, » copy of an
avlginel Jetter from Mr. Pottor's filo, from My, Brundago, im roply to
the tolagrnm which has been introduced.  This Jetter is datod June 22
LA, Lo Ne. Brundage to Mr. Potter. 1 should like to ofler tho
whule lattor, and read one paragraph.

Hontor T'iuwax, It may be roceived.,

(lha latbor raferred to was marked “Texhibit No. 1898" and is in-
olutlaed i the nppendix on p. 7007.) '

Mo Paynon. Mr. Brundago writes:

PRt wibh Judge Wilkerson this merning, nod he ot ws 1 ide—in other words
Pt Tunuhit not nt this time to express any opinion concerning the l‘eorgunimtim;
phnne - Ny duby aa t;h(_} officer of the colrrt, was to pesist in administering the prop-
sy Whilo [ ihe court’s possession: beyond thab T onght nol bo cxpress myself
l I nl‘n:ls; Hll!:::: [or the record Mr. Potter's reply to Mr. Brundage, dated
a0, TR, '

Senlur Trunan, It may be received.

CPha lablor referred to was mnrked “Exhibit No. 1899 and is in-
altishsil i thie appendix on p. 7007.)

A Taynon, Mr, Hanauer

A Poriik, May 1 look at that?

M Pavior. Yes [handing paper to M, Potter.)

N Hunier, following Mr. Potter's staboment approving the plan
Al v ke use of that statoment in any way in assisting your plm{
to fitd pupport—I beg your pardon-—your plan and the National City
Wank's plan, to find support among the security holders?

M TEANAuER, Tf you have anything on that subject, 1 will he glad
bur s A1, but | have absolutely no recolloction of such thing.

MITPAY Lor. Mr. Chairman, 1 oilor for the record a copy of a car-
bon vupy of o telegram Trom the files of Cravath, de Gorsdorft, Swaine
& Wanil, dated Tune 18, 1925, that being the same day s Mr, Potter’s
alabosionl,  This telegram is addressed to Mr. Robert ‘I, Swaine, earo
al Aliton [nerison, Poland Springs Heuse, Poland Springs Maine.

Sutbar Trostas. It may be received. o

(o Galogrnm roferred o was marked “Exhibit No. 1000°" and js
melindad in the appendix on p. 7008.)

M Favior, Who is Mr. Milton Harrison, Mr. Swaine?
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Mr. Swaine. Mr. Harrison was an officer of an association ol bond-
holders that wers meeting in Poland Springs, Maine, in order to discuss
the St. Paul plan,

Mr., Tavror. May I read the telegram, Mr. Chairman?

Senator Trnuman. Yes,

Mr. Tavron (reading from “Exhibit No. 1960"):

Hanauer suggests as further ammunition if necessery interview this morning's
Tribune by Poiter endorsing Tlan stop Interview sfates Potter inclined first to
favor delay but study of Plan has won him completely over quote The Bankers
proposals will stand serutiny it scems to me from any angle.

The balance being the statement of Mr. Potter as reported in the
papoer. Mr, Swaine, do you recall whother you made any use of that
teleeram after you received it?

Mr. Swaing. I have no reeollection. [t was o mooting of savings
banks, and I remember that we diseussed the St Paul plan in all its
detoils for at least 2 hours. I have no recollection of this episode atb
all.

Mr. Tavior. Mre. Chairmon

Mr. LowmnNtaan., May T interrupt? Mr. Hanauer, T call your
attention to the fact thal this telegram rom Mr. Bwaine's partner to
Mr. Swaine, in connection with Mr. Swaine’s eflort to persuade the
gavings banks, and referring to Mr, Potter’s support of the bankers’
plan, preceded by 1 day Mr. Potter’s telegram to Mr. Brundage
saying [reading from “Exhibit No, 18977:
they seem to feel—

Somebody or othor seems to feel—
that s statement of your view to the Associated Press would be helpful.

Mr. Havaorn, To Mr., Brundage?

Mr. LoweNTHAL. Yes, sir; the day before.

Mr. Hanaver. Maybe there is & wrong date on one of those things.

Mr. LowentaAL. Do you mean to say there is a wrong date?

Mr. Hawayrr. I do not know T caunot remember, 11 yvears ago
whether

Mr. LowsNTHAL Are you questioning the accuracy of these
oxhibits?

Mr. Hanaurr. No; I am not questioning it. I am just pointing
out possihilities. Originals very often have wrong dates on. I am
not questioning anything, oxcept I do nof soe what difference it would
make.

Mr. TavrLor. I offer for the record, Mr. Chairman, an extract from
the Savings Bank Journal, which quotes the proceedings at Poland.
Springs, Maine, which Mr. Swaine was attending, June 18, 1925.

Senator TrRoMan. It may be received.

(The document referred to was marked “Kxhibit No. 1901" and
is included in the appendix on p. 7008.}

Mr. Tavvor. Chairman Harrison asked “Are the present roceivers
in favor of the plan?’

Mr. Swaine replied:

I just received a telegram of interest in that connection. Mr. Mark W. Potter,
one of the receivers, who, as you probably know, was an Interstate Commerce
Commissioner until within the last year, thie morning gave out in New York an
interview from which I want to quote.
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Then, Mr. Swaine, you quoted the telogram whicl j
. ; 3, YO ram. wi 3 Jus
nto the record, : 2 N el hos just gone
d Mr. Hanvavur. May I say, as to that, thal the expression there
who, as you know, was an Interstate Commerce Commissioner’’
shows oxuetly why we valued Mr. Potter’s opinion. Gonerally
speaking, the opinion of a receiver who had no previous conneetion
witly radl ronding would not be of much value, but here was My Byram
with lonipr expaerience with the company, and Mr, Potter, who knew
a frrent deal about railroads from his experience with the Interstate
Clonmmaoeres Commission,

Mr. Tayror. You state thal made you value his opinion. You
““Km hin opinion of the plan.

11, HANAUER. His opinion of the pl i ich ¢
] he plan, being one on ;
proporty could gafely be operated. ’ & which the

M 'Pavror. Is it not clear from these telegrams that Mr. Potter's
ntntoment was of assistanco to you, and was used by Mr. Swaine in
porsuading the security holders, who were some of the savings banlk
oRoou by og—-——

Me. SwaiNe. 1t was used, but it is 2 nonsequitur that it was of
nuiintinee,  That group of savings banks did not go along. They
ware the nucleus of the Roosevelt group. Their objection was that
wo v.u!.rl..lmlr fixed charges too much.

Mr. Tayror. You used it with an eye

Mr, Swaine. Tt raay be; but it was a nonsequitur. It did not assist
il long t from o practical standpoint. ’

R{} It éx&‘x‘LOR. :.fou endelavcf)rcd t0 use it 10 assist yourselves.

I'' OWAINE. Apperently, from thai record. 11on t.
B oo ’ I do not question that

Mr. Tayror. Mr. Potter, do you recall whether, in addition to your
_pul])llc pro(xilféuncemendt ondthe St. Paul plan, you conferred with and
ondeavored to persuade individual persons to favor the plan propose
by Kuh)n, Loeb and the National City Co.? PR proposed

Mr. Porrer. T do not recall that I'did. I do not believe I did. I
would be surprized to learn that I did. T confess that the whole pieture
i i‘:ﬂ bit, l]mzy—thf/?e 181-10115 letters, and so forth.

I, Tayror. Mr. Chairman, I offer a copy of original letter from
the files of Kuhn, Loeb & Co., from Mr, Mark Potter to Mr. Jerome J.
Hanauer, dated June 5, 1925,

.‘-:n‘nn.l.ur TrumMaAN. It may be received.

(Iho letter referred to was marked “Exhibit No. 1902 and is in-
nllk‘llml in the appendix on p. 7008.)

b, ‘Taynor. That, I believe, is approximately 2 d
) v ays after your
plan hnd been made public, Mr. Hanauer. jReading:] Y 7

I hinle It worth while to send a copy of the d reorganizati
Moy W, Clarko, who has written me thz}:anclosedrl)x&?.sc (ii?‘lkgeaafl:: E;??hgloé;r;?
‘p':;::‘:qlhl:lllhllurr ;:Imnn ttlmc_, E?rticiﬂatinﬁ iIfl the handling of finance applications. He

e [ullow, who is thou, well of ey here, it wi
Bl sipulppod wo ny Lo defeng the%lan iz‘leggr;:zei;gti?)?il :att:m domo haro to have
M Hunuuer, [ should like to ask, on the basis of this letter whether
i . . - !
Fau teoull whether or not you had conversation with M. Potter
wherlly ultor you promulgated the plan, with reference to his assisting
in .kuruumlmg paople to favor the plan.
l Ir, IANAURR. At that time T used to see Mr. Potter occasionally
when he wasg in New York. I have no present recollection of asking
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him to appeal to individuals, because, with the distribution of these
securities among thousands and thousands of people, T would say that
could not be of much assistance. 1 have no recollection of it ab all,
Here is o man whom I do not know, who came to Mu. Potter and, as 1
understand it, all that Mr. Polter suggested was that a copy of the
plan be sent to him. Auybody could ask for a copy of the plan.

Mr, TayLor. The letter indicates why he thought it would be a
good idea to send him a copy of the plan.

Mr. Danaurr. That is Mr. Potter's opinion. He is here. T do
nol know anything about it.

Mer. Tayrom. Mr. Potter, why was it of interest o you to have Mr,
Clarke equipped so as ¢ defend the plan in conversation?

Mr. Porrer. Mr. Clarke, as I recall, was on the staff of the Inter-
state Commerce Commission. T think he wus in the Bureau of
Tinance. 1 do not recall the letser, but he evidently wrote me. 1fe
was an intellipent fellow. 1 thought the plan was au excellent plan.
I thought it was desirable to liavo just as many people know about
it and s werits, ns were interested. T did nol know how it might
come up. ) thought 1t was & zood thing to have him posted on it.
That is the best anadysis T can give ol i now.

Mr. Tavror. Mr. Chairnan, I also oiler for the rccord a lestor
from Mr. Clarke to Mr. Potter, referved to in the letter which has
just gone into the record. This letter is without date.

Senator Trumax. [ may be received.

(The letter referred to was marked “Exhibit No. 1903”7 and is
included in the appendix on p. 7009.)

Mr. Tayror. Mr. Totter, in the light of this letter dated June 5,
1926, do you think il was, as you deseribed 36 belore, an outburst of
enthusingm that made you come oub in [avor of tho plan? Does it
not appear that approximately 2 wecks before you had already thought
well of the plan?  Does il not appear, [rom——om

Mr. Porrer, Docs it not appear from what?

Mr, Tavror, From the letter dated Juno 5, 1925, which has just
been put in the record, which I beolieve you have in your hand,

Mr. Porras. 1t appears from the lotter of June & that I knew of
the plan, ¥es.

Mr. TayLor. And already favored it.

Mr. Porrenr. Yos.

Mr. Taynon. Mr. Chairman, [ also offer for the record & letter
dated November 13, 1926, from Mr. Potter to Mr. Brundage, and a
letter dated November 12, from Mr. Brundage to Mr. Potter, and
a lettor dated November 15, 1926, from M. Brundage to Mr. Polter.

Senator Trusan. They may be received. .

(The documents refcrred to were marked “Exhibits Nos, 1904 to
1906" and are included in the appendix on pp. 7009 and 7010.}

My, Tayror, Mr. Hanauer, do vou recall whether Mr. Byram
assisted vou in any way directly in getting individuals to deposit
gecurities with your commmitteo?

Mr, Hanaver. [ would make the same answel. Tt was 1 years
ago, and 1 have not any recollection. I showld doubt that that Jkind
of thing would be very effective. I he went out and did it, L have
no recollection, I you have anything there, I would be glad to see it.

My, Tavror. L affer for the record, Mr. Chairmsn, o letter dated
July 20, 1026, from Mr. Byram to M, Hanauer,
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Senator Truman. It may be received.
~ (The letter referred to was marked “Lxhibit Neo. 19077 and is
included in the appendix on p. 7010.}
Mr, Tavror, 1 would like to vead (rom this letter briefly, as follows:
On the train this morning the gentlemnan whose eard i
ing : . s¢ eard is enclosedl ealled »
to ask about the reerganization and obher matters in connection with the |Jr](‘:]c:2rlff;e
'I.In atabed he was the owner of §$150,000.00, par value, of the Junior Bondf;
which he hins not as yet deposiled and stated he had been besteged by different
groupd many Limes during the pasi, year or so to sceure his deposil, but he had so
for rleclined to do so, acting on adviee of the Phenix Banl. I was unable to make
out whether this was the Chathwin & Phentx or some obher Phenix banle. He
gaicl liis brokers were Gardiner & Conmmpany,  He scemed to think thoere was some
fLEl\'}.‘l.Ilf.flf(i'. to him in not r_lc[)osltmg hig Londs beeause of a differencee of a point or

:t{(: in [It-ilt-. market quotation for the honds as compared with the certiticates of
S, ’

w {';{I:lw'l‘ him all the information 1 ecould in regard to the situation and he scemed
LRl ‘
Perhinps the Reorganizantion Managers might we bk s steps ta per

sunde him to deposit his bonds, b ght want b bake some stps to per-
I'hin for your information.

Also, Mr. Chaivman, T offer the acknowledgment lebter from My
[anauer to Mr, Byram, dated August 3, 1920, S

h:t:na(:-or Truman. 1t may be received .} .

; (The letter referred Lo was marked “Exhibit No. 19087 and
included in the appendix on p. 7011.) ' S e s

Mr. IIANAUETE.)_“‘IOIU(] vou read it, please?

](}ﬁ\g&v]TM'LDR‘ Yes, Mr, IHanauer, [Reading from “Exhibit No,

T beg to acknowledge reccipl of your lefler of July 28th with v fer i
tliuiTl]:}-l'::llia;t)O\E with Mr. Fihschnlz, Prestdent of the Night and D:ILyLP?'ezgf?o:"'.}\\%Stl:l}:
[,-(f,),[,l ‘f:%l‘f‘dl?irbsftl%??li91\6171';,]];[”n"’lmr’ there is a note nt the foot reading
5 ?\'...:.I|‘f::I:{L"’fozl‘g:’;nl%;iﬁ:]:;ll{jii(lif::,{ljli{?tt/l?Ill(;lf.}:‘}’itﬂ}];(s’ln this lettoer witlling directed
“m.\nlrr. [laxaurn, That is just a cross reference in the filing depart-

Me. Uavnow, Mre. Hananer, it does appear from that that My
Byram brought to your aétention parties who had not as vet dnposi'ted‘
their seeurities, so that you might contact them and persuade thom
Lo deposit with your comimittee, does it not? .

Mr. Havwaurn., Yes, In this particular case——and 1 imagine that
wan always the case with people who came to him to inquirz—miwht
I ul this point say that it s natural that & man who 18 ope.mt.inz; a
ruilroad 18 very anxious to keep fixed charges down. Why shouldn’t
he be, il he wants to have o conseryvative or'gn.nization ? 1l the earnings
nre fhers the security holders would get them, whether it is n ﬁwe%rl-
chargo bond or an income bond, but here was an opposition. 1 testi-
fladd in 1925 nt length, and I do not want to go into 1t again, as to the
npoenlunive charactor of the opposition, but they were trying to inereaso
the fixed charges by a very large amount, in order to g?et- a higher
price for the bonds, to sell outl, ' B

M, Taviow. Mr, Hanauer, after all
~ Mr. Haxaven, An operating man does not want fo sece anythin
liko that happen, ) #
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Mr. Tavvor. Mr. Hanaver, the question of which plan wasg prefer-
able would be, after all, for the couri, would it not? )

Mr, HanavER. No; not at all—in the first instance, the security
bolders. Tt is trying o get the security holders to come in and agree,
Then the court, will pass 11]1 ](JIlldlt, and he will hear all the various repro-

Lablves o security holders. ) )
Sei{%'jl};‘j*folfotﬁ}% B0 ‘uhutyin the last analysis the court 1s called npon
3 he plan. .
to LI-){[}?E)I}I]E;EL?ER.I)]}&S@(} upon what he hears from the various clagses

seenrity Crs. _ .
OfI\b&: L%Tlﬁgkl Mr. Hanaucr, I know you cannot answer this ques-
tion of your own knowledge, but from your knowledge of the areum-
stances, woukl you think it likely that Mr. Byram would have given
such information tgvﬁflr.? Jameson, or to the Roosevelt group?

~ ik, What

]1;/11‘1] '[,[l;i‘ljli?oUl?t Information similar to what he gave you n.bogi, Mr.
Eibschutz. Would he have been likely to write a similar ]eLt(-:_r. in
regard to scourity holders to the other commitiees, so that they
mi:ht also konow that Mr. Eibschutz had not vet deposited with any

ittee?

co?f?tffiﬁnum{‘ I cannot answer that question. As g 1'n_at’.j;-(:,r ?f
fact—I1 ara not sure that the date has been putinto the record. , lhelg
was & lot of newspaper tulk, but the Roosevelt plan was dated wl}en.
Let us see whether it was before or after the date? It was October 14,
1925. There was no other plan out until October. oyt 8

Mr. Taveor. There was opposition to your plan pricr to that,

0 nob?

wa'[ilt'}.lq;{(t\rr:{:\'}}mn, Yes, sir; but T am trying to find the dato }xz_fhen
there was any publie advertisement in connection with thai opposition.

Mr. Tavion. Mr. Swaine, at this very meeting in Poland Springs
on the 19th, Mr. Koosevelt was there 1)1'03(;:1 dt111gasi \lrﬁ}n; é{éi?{ erend. peint

iew he plan to the one you presented, was he ? _
Ofl":;l%l(:’.“ Sﬂifiﬁ\?}ﬁ T}m,l; conﬁrms) thoprccollection I had o little w}u}le
220, that there was not any Rooscvelt plan.  If the date iz 00130_[?!31‘ 14,
rﬁy’recollcctiml is that the Roosevelts and the other ]‘BOIT_;EI-IITI.A&TBLOH
managers agreed upon a modified reorganization plnvn on I\vo?\'em-
ber 19, My meeting at Poland Springs was in June, was il not?

Ir. Tavvor. June 19. _

%g é\f’llgﬂ. There was no Roosevelt plan at that i‘ume.l Asl siz%r,
the Roosevelts and the Savings Bank people wanted Just ’t-\:\lro ‘f}[TlO(O'l -
cations of our plan. They wanted us to lncrease t%lc..[.l}\.li-)( éla.rbfzs,
and they did not want us to raise the money to pay off t]ia G olvet}n-
ment. They wanted us to get legislation, and there was 1%_,13 a 10]12
introduced in Congress, sponsored very la:g;c!y by Lhcl)bgqset?a
interests, providing for the funding of the Government debt int

. o .
10111\%[_:'61'1‘”11&&?1133)1;;.&%0&11; it is correct to say, is it not, Mr. Swaine, that
at the time of the conference at th?la,r}d Sp?rmgs the Roosevelt group

. lan in 1ts then form )
wei{?ropgg?f;lx:f FYO{};I: pburt with direct reference to your guestion,
T confess 1 see no reason why the receivers should not fa,vorhn, ]1:"60?-
ganization on the basis of a reduced fixed charge, and on the basis
of getting rid of the Government debt. Those were the two issues,
and gole issues at that time. It scems to me that those were issues
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on which it was entirely ethical for the reccivers 1o express views,
and entirely othieal for them to assisi in getting a reorganization
through on that basis.

Mr. Lowustimar. Mr, Brundage did not agree witht you, did he?

Mr. Swaing, Noj he did not; and you do not either. I kuow that.

Mr. Lowunrtiar, Did the Judge agroe with you?

My, Bwaing. I do not think the Judge ever criticized—I do not
know, but I doubt whether tho Judge ever criticized oither Mr.
Polter or My, Byram. '

Mr. Tavror. I believe the lotter from M. Brundage showed that
the Jiddge advised Mr, Brundage not o pronounce an opinion,

Mr. Swarve, T think there was s listle diflerent sifuntion.

Mp. Lowentuar. The Judge did not agree with you, did he, Mr.
Swaine?

Mr. Bwarns. I hiave no recollection that the Judge ever passed an
opition on_the propriety of Mr. Byram’s and Mr. Potter’s action.
As 1 say, I think Mr. Brundage’s action was an entirely different
question than that of either Mr. Byram or Mr. Potter.

Mr, Lowewtnan, Ho was a reccivor,

Mr. Bwarvu. Who?

Mr. Lowenrtuan., My, Brundago,

Mxr. Swawz, Yes; but he was not an expert in railroad matters.

Mr. Tavror, Was Mr. Byram an expert on railroad finance, and
the terms of the plan?

Mr. Swaine. He had been connocted with railroads for a long
while, and knew a great doal about railroads, and he know a great
deal about this vailvoad,

Mr. Lowmwrmar, Did Mr. Brundoge say in hisletter, Mr. Swaine

Mr. Swamne. T do not romember, M. Lowenthal, what he said,
"The Jetter has boen introduced in evidence.

Mr. LowzxrHAL. Do you find in it, Mr. Swaine, any indication
that the Judge made a distinction between one type of receivor and
another, and did he say it was all right for one recciver to speak, but
noi for another?

Mr. Swarvs. I will let the lotter speak for itsall.

Me, Tavror, Mr. Chairman, T should like to ask M. Hanauer,
fitnt, whether he recalls whether Mr. Byram gave him advance
information of the probable formation of other. committecs than the
dommitteo on which he was engaged with Mr. Ecker. Do you recall
whathar Mr. Byram advised you in advance?

My, TTanaver. T do not recall, but he may have told me of con-
vaimntions with vavious people. I would like to poini out that Mr.
Iy, ns well as having been receiver, was prosident of the company,
Pho diveetors, under Mr. Byram's presidency, had asked us bo go
ibo thin thing and try to form committees, and it might be natural,
|I'I|Iil||III b utnndpoint, that he did speak to us, but T have no definite
ronolloglon,

M Ay Lo, Mr. Chairman, T offer for the record two telograms
oo Mo Byram (o Mz, Marony.

Honntor T'uman, They may be received.,

(Fho two tologrins wore marked collectively “Exhibit No. 19007
and nee ineluded in the appendix on p. 7011.)

Mp TAyron. Mr. Marony was the financial representative of the
Wb Poulin Now Yorl?
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Mr. Hanaver., He was the head of tho New York office. 1 do
not remember at this tine what was his official position. )

Mr, Tayror. The telegram is addressed to him as financial repre-
gentative. That is the only reason I nsed that term. The telegramns
are dated March 31, 1925, and April 1, 1925, and are in code,  They
read, decoded, as lollows: .

The first telegram reads [reading from “Exhibit No. 19097]:

Pleage advise Hananer large holders Terre Haule bonds identified with IMirst

National Bank tnterests here are planiing form [riendly protective commitice.
Havesuggested they confer with Hanauer before doing so.

The second telegram reads:

Tncome Bonds.  DParties proposing organize committes are large holders and
would be entirely friendly,

Mr. Hannuer, what is o friendly bolder of a bond—a Terve Haute
boud or an imecome hongd? ) _

My, Hanvavir. [ do not know what Me. Byram had m mind, huat
I can see what he had in mind in sending that telegram, because, as
an operating man, he had stated his opinion as to the volue of the
Torre Haute to the ontive property, and ho had veason to helieve—
tliat was helfore tho plan was developed, was it?

Mr. Tavyvor. Yes.

Mr. Hanaver. Be had reuson to believe that the Terre Haoute
bonds would not be disturbed, and that it would be n waste of effort
and o waste of money for anybody to form a committee belore {inding
out, whether they weve going to be hurt.

Mr. TavLor. You have no opinion as to what Mr. Byram meant
by [riendly holders?

Mr. Havaver. I think vou can deline that ns well as 1 can, Mr.
Taylor. T should say a Iviendly holder was one who had no par-
ticularly selfish interest to serve. He would waut to see something
done that was fair.

Senator SrarsTeap. He had ne fear?

Mr. Flavaver. No; Tdid nob say “fear.” _

Senator Sarpsrian. Would 16 be proper to say that he was [riendly
boeause he fell he would not be hurl, that he was in g secure position?

Mr. Havaver. In this particular case he was friendly to our group.
I do not see that the question of fear has anything to do with the
question of a friendly holder. A friendly holdev is not locking for
trouble. Heis nol a striker,  He really wants to get the informaticn.

Mr. Lowrstran. My, Hanauer, in this eodo iz your name
“abstruse?”’ _ _

My, Haxausr, T have not the slightest idea what that code is.
Incversaw it. Probably it sould be a very appropriste code waord,

Mr. Lowrxtaan, “Episcopal” seems 0 be——

Mr. Hawavrr. 1 never saw the code, _

Mr. LowexruaL. “Iipiscopal” seems to be one of the words desig-
nating the Iirst National Bank of New York,

Senator Smirstrao. Arve they Lpiscopalians? [Laughter.]

Mr. LoweENruan. Thev are & leading institution in New York, are
they not?

Mr, Hanavenr, The First National Bank?

Mr. LowENTHAL, Yes.

Mr, Hanauwer, Rather.

Senator Truman, Proceed.
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My, Shaw, you have been sworn already, have you not?

Mr. Suaw. 1 de not think so.

Senator TrRuMAN. You were belore this committee once hofore, 1
think, and have already been sworn, have you not?

Mr. Suaw, Not in connection with this matter. 1 have never been
sworn belore the committee,

Senator Truman. Do you selemnly swear that you will tell the
truth, the whele truth, and nothing but the truth tauching the matters
under investigation by the comnuttee?

Mr. Smaw. 1 dn.

Senator Trumax. Just hnve a seat, Mr. Shaw.

TESTIMONY OF RALPH M. SHAW, A PARTNER IN THE LAW FIRM
OF WINSTON, STRAWN & SHAW, CHICAGO, ILL,

SELECTION OF RECEIVERS AND COUNSEL FOR RECEIVERS—EXTENT:
O BANKER INFLUENCE THEREQN

Me. Tavvor. Mr. Shaw, you have uppeared of record here before,
but you have not appeared as v witnoss; is that correct?

Mr. Sraw. 1 appeared of record hefare the committee.

Mr. Tavvor. For the Greal Western )

Mz, Saaw. Bul not in connection with the St Paol,

Mr. Tavror. Do you want to state bricfly for the record your
husiness aflilintions?

My, Sraw. My nume i3 Ralph M. Shaw, a partner in the firm of
Winston, Steawn & Shaw, in Chicago.  We practice law.

Mr. Tavror. Mr. Shaw, you were active in connection with the
meeption af the St Paul receivership, were vou not?

My, Smaw. 1 was intovested in i yes.

Mr. Taxvor. Could you tell us by whom, and in what manuer, an
equity receivership of o railroad is instituted? ITow does it come
ahout?  How does it first get into court?

M, Buaw, An equity receivership is instituted hy the filing of a
hill of complaint by a eomplainant that fits into the practice and
procedure of the court in which the hill of complaint is fled, asking
lor the appointment of a veceiver by the court. Thal is followed hy
Hie uppointment of a receiver by the court, if the court does gppoini
nie, Generally in railroad recelverships, though not nlways, it is
wilth the sonsent of the delendant, Oceasionally it is m invitum,

Mr, Tavion. Where it is with the consent of the debtor———

M Suaw, | heg your pardon?

Al ‘Tavron, Where the bill is filecl with the consent of ihe debtor,
e craditor is ofien referred to as o Miendly creditor, is he not?

N Biaw, 1 do not know what le is often relerred to as.

M Ay o, Have you heara the term “friendly receivership” or
Hhio focm "letendly ereditor’?

A Biaw, I have heard the terns “conservaiion receivership”
wnd vy [ hoyve heard of (he term.

M Tavion The generst theory of the bill that a creditor fles ;s
ko ennseey o wnd marshul thie assets for the benefiv of creditors.

e e Togs, Poet 11X

(L LA R L YR 1 i
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Mr. Smaw. I would rather tallk about this particular bill, if you
please. I am not appearing here as an expert, on friendly bl‘“S. _

Mr. Tavvor. In the terms of this particular bill, Mr., Shaw, its
purpesc was to conscrve the assets of the St. Paul for the benefit of
the various classes of creditors.

Senator Trumax. May I make n statement for the benofit of those
learned counsel around this tablo? The idea and purpose of this
commiltee 18 to got information, and if you gentlemen, who have had
more experience with recciverships than any other people In tho
United States, cannot give us that information, how are we going to
got it? _ . _ .

Mr. Suaw. I shall be glad to give you all the imformation ZE have.

Senator Truman. Section 77 is up for nmendment in this Congress.
Wo are trying to find out what is the besl way to moet this railroad
sibuntion, with 75,000 miles in reccivership.  We want to geb 1§ out,
if it can be gotten out.  We have you gentlemen here for the purpose
of giving us information, andl if you eannot give i, whero are we
going to got iL?

EOM%‘. Srraw. With that elucidation of your purpose, 1 shall be glad

help you all T can. _ )
'toSe?nE'b:Jr Tuumax. That is the only purpose of this committec. It
does not exist for any other reason.  We are nol prosecu}-i;mg anybody
or persecuting anybody. We ave tiying to get facts. I 1‘oceed.

Mr. Tavior. Mr. Shaw, T rocognize thet these events took place
some time ago, and [ will ask you to use your best recollection.
Where you cannot recall, I will refresh your recolleciion to the extent
'pOSSLb;e(;u recall how you came to be involved in the St. Paul receiver-
ship? . _ ‘ .

Mr. Siwaw. In a very goneral wuy I do.  Of eourse, il has been 12
vonrs ago, and T taink a great mony of the details of whai took place
have passed out of my mind. The receivership has been lifted since
1928." T have testified twice in connection with this matier, once in
the hearing before the Interstate Commerce Commission, and once
belore n congressional committeo whicn visited Ohi_cago‘. My
recollection is now a little hazy and indistinet, but subject to the
privilege of correcting such mistakes »s I may make, if my evidence
at present should he in conflict with what U testified to at those two
hearings, 1 shall b(tla_ glad to tell you what I koow, and what part I
; 1 roceedings.
to?\lﬁ.{[rl.n'ltqu?og. As agﬁrsi; bite, Mr. Shaw, will you tell us how you
eame to be a party to tho procesdings al ll? _

Mr. Szaw. I was invited by one of the partners in the firm of
Cravath, Henderson & de Gersdorfi to come to New York, and did go
to Now York, on the Sunday preceding the application for the re-
EGBT\RI(J;.ST;\YLOR. Had your firm had any prior connection, in a businoess
way, with Mr. Swaine’s firm? )

Mr. Szaw. Our firms havo been friendly, and our predecessors have
been friendly, ever since 1892 or 1893, when I was employed as a
junior law clerk in the firm in which I am now a partuer.

Mr. TavyrLor. Would it be accurate to deseribe your relation to Mr.
Swaine's firm as their western representatives? _

My, S1iaw. T would not think that it would. They send us business
when (hey have business in the Wost, but T would not say we were the
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exclusive representatives of thal frm. In fact, I do not know any-
thing about that.

Mr. Tavruor. Befors the Interstate Commerce Commission, Mr.
Shaw, you were asked whether you had ever heard of Cravath, Hlender-
son & de Gersdorfl taking snv representation that was opposed to
Kuhn, Loeb & Co. You replied, “I do not know anything about
their business, except what they send oul to us to take care of as
their western representatives.”

Mr, Sraw. Weatern reprosontatives in particular matiors,

Mr. Tavvor. In » mwnber of particular matters, 1 assume.

Mr. Suaw. In any ono or morve, if there aro more than one.

Mr. Tavvon. I oller for the record an extract lrom the hearing: of
the Interstate Commorce Commission in the investigation of the
Chicago, Milwankee & St. Paul, Docket. No, 17021 {(p. 2663), con-
taining the oxcerpt from the testimony that has just been referved to.

Senstor Trusan. 16 may bo received.

(The extract relerved to was marked “Txhibit No. 1910” and i3
included in the appendix on p. 7011.)

Mr, Tavvor. Mr. Chairman, I offor for the vecord g copy of a
letter from Mr. de Gorsdorfl to Myr. Shaw, dated Marel, 10, 1925,

Senator Trumax. 1t muy be received.

{The lotter referved to was marked “Bxhibit No. 10117 and Is
included in the appendix on p. 7011.)

Mr. Tayror. 1 should hke to read brielly from this letter [reading
from “Exbibit No. 10117];

When Strawn was in New York just before leaving for South America—

Mr. Strawn is ono ol your partners, is he?

Mr. Suaw. Yes,

Mr. Tayvor (reading further):

[ had a talk with him about Chionago, Milwaukee & St. Pau! matbers, He wa
huve repeated to you my conversation, When he left T thought that it would
nol be necessary to diseuss the roatter again unlil his retirn, but there have heen
nome recent developments which make it very desirable that we should talle with
you promptly.  Could you make it eonvenient to be here in New York fo attend

novonfurenee either Monday or Tuesday of nexl wook? Please wirc me on
tonnlpl of this letber.  Will you please treat, this letter as guite confidential,

I nlwo offer Mr. Shaw’s reply, Mr. Chairman, by wire, dated March
12, 10206, to Mr. de Gersdorfl,

donntor Trovan. Tt may bo received.

(Pl felogram referred to was marked “Exhibit No. 1912 and is
tnelidad in the appendix on p. 7012.)
T N, '|'r\il.“i{. [ should like to read this [reading from “Txhibit

g, Iprgt'l

Climg home vory unespeetedly last night.  Find your lebter tenth,  Will he
plivd o Lo in New Yark cither Monday or Tuesday. Prefer Tuesday but will
auma elbher tny vou desipnate plesse answer.

Mr, Tavrow, | takeit, Mr. Shaw, that while your recollection may
not sorve, the lottors ndoquately indicate that these lobters wore tho
gonesis of your eonneetion with the St. Paul affair.

Mr. Suaw. Yos, sir; subatuntially so.

Mr. ‘Tavior. Mr, Shaw, you have described the mechanics,
briefly, by which o railroad enters an equity receivership. Is it cor-
root that when you eame to New York over that week ond prior to
the ingtitution of the proceedings you were requested to tuke such



6772 BAILROADS AND HOLDING COMPANIES

procecdings 8s were necessary in Chicago to have the St. Paul put
mto cquiby receivership?

Mr. Suaw. That would be & fairly accurate statement.

Mr. Taxror. In order to do that you consulted with the company’s.
represendatives and found what we have heard referred to as » friendly
creditor to institute the proceedings, and acted as his counsel in
bringing those proceedings against the St. Paul—thal being the
Binkley Ceal Co.

Mr. Seaw. That is substantially correct.

Mr, Tavnor., Did a representative of Mr. Swaine's firm go out
with you to Chicago after the conference?

My, Suaw, No, he dil not. _

Mr. Tavror. Did not Mr. Swatland accompany you to Chicagw
on that trip? _ _

Mr. Snaw. My vecollection is ne.  If T am mistaken about that,
if you bave any writton memorandum which indicates that T went
vest———

! 1‘?«?1 Swarne. b owill state the et. Mr. Swatland was there,
whether he accompanied Mr. Shaw or nof.  That is iramaterial.

Mr, Suaw. 1donot recall that Mr. Swatland was on the same train,
He may have been, but I do not recall. o

Mz, Tavion. Mr, Shaw, when you were in New York that weck
ond hefore the receivership, 1 balieve you testified that you attended
a conference at Mr. Swalne's oflice that Sunday.

Mr. Siuaw. Yes, I did.

Mr. ‘Davnor. At thai confercnce did you hear mension nade of the
individuals whom it was hoped or nnticipated——

Me. SHaw. Will you please say that again?

Mr. Tayvor. At this conference at Mr. Swaine’s oflice that Sunday
dicl you hear mention made of the persons whom it was hoped would
be appointed receivers of the 8t. Paul property?

Mr. Saaw. Certainly, I did.

Mr, Tavvor. Were those individuals Mr. Byram and Mr. Potter?

Mr. Swaw. Those two were suggested as being the individuals
whom the gentlemen interested in having this conservation receiver-
ship would Iike to have appointed, with the court’s acquiesence.

Mr. TavLor. Mr. Shaw, did you yourself suggest nt that conference
that Mr. Brundage might be an appropriate recoiver of the property?

Mur, Suaw. T think 1 did. ’

Mr. TavLor. Mr. Shaw, did you interview or confer with Judge
Wilkerson pricr to Mareh 18, when the receivership took place, with
reference to the appointment of these three gentlemen as receivers?

Mr. Smaw. Certainly.

Mr. Tavnor., Was that before or after you came to New York?

M. Sraw. After 1 went to New York,

Mr. Tavror. Could vou tel us briefly in what way and when you
conveyed that information to the judge?

Mr. Suaw. As T recull it, that application was made on the 18th
day of March. I think T had my interview with the court on the
day before. _ _

Mr. Tavror. Did you mention to the judge, Mr. Brundage, or did
the Court already have him in mind?

Mr. Saaw. [ suggested Mr. Brundage.

Mr. Tavrow. Just what did the court indiente to you, Mr. Shaw?
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M, Susw. He did not indicate anything, e sald he would take
the matter under advisement. 1 told him of the trip 1 had made to
New York, and the group of gentlemen whom 1 had met there; that
T had been informed at that conference in Now York that there were
present in the reom representatives of each class of security holders,
the holders of each class of securitics which the $t. Paul had oul-
standing, together with representatives of the company; thal 1 had
been told that the only salvation for St. Paul was through a conserva-
tion reccivership, and sccordingly 1 was going to file o hill, and that
the gentlemen who were interested in preserving the property by a
conservation receivership would ask to have the Hon. Mark Potter
and the president of the company appointed. 1 told him that 1 thought
there ought to be n third man, becatuse in a large receivership of that
charneter I thought there ought to be soraeone who was not connected
with the property or with the geutlemen applying for it, and 1 sug-
gested to him Me. Brundage, e sald he would be in court at 10
o’clock the following morning and take the matter under advisement,

Mr. Tavvor. Aceording to your recollection, he gave no indication
as to whether he ngreed with these recommendations?

Mr, Suaw. None whatsoever.

Mr, Tavror. Mr. Chairman, T offer for the record an oxcerpt from
the testimeny before the Interstate Commerce Commission by
Mr, W. W, Miller on May 8, 1926.

Senator Truman. It may be received.

(The excerpt referred Lo was marked “Hxhibit No. 18137 and is
included in thoe wppendis on p. 7012.)

Mr. Tavnor, Who was Mr. W, W, Miller, Mr. Swaine?

Mr. Swarve, Counsel for the company.

Mr., Tavror. In Now York?

Mr, Swaive. Yes.

Mr. Lowsxrtian, Do you remember with what {inn he was con-
nocted, Mr, Swaine, at that time?

Mr. Swarxe. At thal time the name of the firm was Hornblower,
Miller, & Garrison.

Mr. Tavyvor. Mr. Chairion, 1 should ke t6 read briedy from this
oxcorpt.  [Reading lrom “Ioxhibit No, 1913"):

The subjeet of Chicago counsel to represent o plaintifl to comumenee the pro-
coolings was discussed witl eonnsel fur {he bankers, and it was agreed that
Winkton, Birawn & Shaw, by reason of their experiencee in such matters, would
L waitnble eounsel Tor snel purpose. Mr, Shaw ol said firm was, therefore,
vonnnlented with by telephone by My, de GovsdorT and My, Swaine, of Cravath,
Hondorien & de Gersdorff, and advised of the situation, and reqnestad o ascertain
whotlier Judpge Wilkerson wonld he available on Wednesday, March 18th, to
totelve wod nel npon o petition for o veceivership should one be presented. Mo,
Mlinw wae nluo requested to advise Judge Wilkerson ag to the wishes ol the eomn-
pviy el Ahe bnnkers ns to the personnel of the roceivers,  Mr, 8haw reported
Lhd dudge AWilkerson would be availahle to ael and that his disposition was to
nppoind Mro Hyvam and bMre. Potter as veecivers, as desived by the company and
Ll Brerekeers, with o dhicd roceiver seleated personally by the Conri, and who
watlid probalidy Le 17000 Beundage, 0 former Attorney General of [Uinois,

Mro Shaw, 1w yonr recolleclion in confliet with the testimony of
Mo, Millery
| Mre, Suaw. T do not know where he got that. I did not write the
uhier,

Mre. Taveonr, 161s not a letter. 1t is an extract from his tostimony.

Mre. Staw. 1 do not know anything about it.
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Mr. Tavror. Your recollection is in conflict with that? _

Mr. Saaw, My recollection is just what I testified. It 1s alwnys
possible Go oxpress a hope, however, even in the event of adverse
litigation. _

Mr. Lows~rarn. Mr. Shaw, do you recall whether you communi-
cated to the court the names of any of the gentlemoen present at that
Sunday conference in Mr. Swaine's office? .

Mr. Suaw. T would not wané to say that I did. T told him about
my visit in New Yorlk, I do not know into what dotail T went. T
may hove or may not. What difference dooes it make?

Mr, Lowextaan. Did you know the nnmes of the gentlemen who
wore in that room—all of them? _

Mr. Buaw. No; I know somo of them when T arrived. T was pre-
gented to a number of gentiemen whem [ had never mot before. The
conversation was in tho presence of all of them, I would not undertalke
to say aboué that. _ o

Mr. Lowenrian., Were you informed as to which class ol securitics
the various gentlemen present represented?

Mr. Sgaw. No. If so, I do not recall it. T only know that I was
told—and no one in the rocom dissented—that there werc presont in
somo capacity representatives of groups of all the securities of the
St. Paul Raifroad Co. which had been issued and were outstanding.

Mr. Lowsntran, Do you know who told you that, Mr, Shaw?

Mr. Suaw. No. _

Mr. Lowsnraarn, Do you remember whether you communicated to
Judge Wilkerson, in this confercnce prior to the recewcrslup,. as [ully
as possible all the facts that you bad as to what had gone on?

Mr. Suaw. I do not remember anything about it—just exactly that
particular conversation. In all human probability I did, but I do not
remember the conversation. )

Mr. Lowewrnar. Was it a rather long conference with Judge
Wilkerson?

Mr. Suaw. T do not reeall. _

Senator Truman. The committee will take a recess until 1:30.

{(Whereupon, at 12 noon, a recess was taken until 1:30 p. m.)

AFTERNOON SESSTON

The subcommittee resumed at 1:30 p, m. on the expiration of the
recess. ] )

Senator Trumar (prosiding). We will resume.  Mr. Shaw, will you
please take a seat up here, so I may ask you some questions and hear
you better?

Mr. Suaw. Certainly.
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TESTIMONY OF JEROME J. HANAUER, FORMERLY A PARTNER OF
KUHN, LCEB & CO., 52 WILLIAM STREET, NEW YORK CITY:
TESTIMONY OF MARK W. POTTER, FORMUIR RECEIVER OF
CHICAGO, MILWAUKEE & ST. PAUL RAILWAY CO.; TESTIMONY
OF BENJAMIN J. BUTTENWIESER, MEMBER OF KUHN, LOEB &
CO., INVESTMENT BANKERS, NEW YORK CITY; STATEMENT OF
ROBERT T. SWAINE, OF CRAVATH, DE GERSDORFF, SWAINE &
WOO0D, ATTORNEYS AT LAW, NEW YORK CITY; AND TESTI-
MONY OF RALPH M. SHAW, PARTNER IN THE LAW FIRM OF
WINSTON, STRAWN & SHAW, CHICAGO, ILL.—Resumed

THE BANKERS AND TURIR COUNSEL PREPARE FOR THE 1925 RECEIVERSHIP

Mr, 'Favnor. Mr, Hanauer, abowt the time the St. Paul Railroad
went into receivership there was a committee formed to represent the
preferred stockholders, was there not?

Mr. Hanaver, Yes,

Mr. Tayvor. And Mr. Mortimer N. Buckner was the chajirman of
the committee?

Mr. Hanavenr. Yes.

Mr. Tavyvor. And he was then chairman of the board of the New
York Trust Co.?

Mr. Hansuer. That is my recollection,

Mr, Tavron. And a divector of the St. Puul Railroad?

Mr., Haxaerr, Yes.

Mr, Tavvor. Do you rocall whether he had been on a subcomumittes
ol 5t. Paul directors just prior to the receivership, that was formed to
consider how the maturity in 1925 might bo denll with?

Mr, Hanavnr, My recollection is that he was not.

Mr. Tavror. Do you recall conferring with him prior to the re-
ceivership about how to meet that June maturity?

Mr, [Tanaver. No; I do not.

Mr. Tayror. Do you recall who the counsel to the committeo were?

Mr. Hanaver. Counsel to which committee?

Mr, TavLor, The preferred stockholders’ committes. Mr. Swalne,
it wang Murray, Aldrich & Roberts was it not?

Mr, Swaine. I think that was tho name of the firm,

Mr, ITanavir. 1 had nothing to do with that.

Mr, T'avror. Mr. Chairman, I offer for the record the minutes
of fhe first meeting of preferred stockholders’ committee of the
Chtongo, Milwaukee & St. Paul Railway Co., from which it would
nppont it was held the 17th of March 1925,

Senntor Trusan. The minutes will bo roceived in evidence.

(I'he minutes referred to were marked “Exhibit No. 1914” and are
included in the appendix on p. 7012.)

M, Payron, Mr. Swaine, that was the day before the company
wont into receivership, was it not?

Mr, Swarni, That is what you said this moerning.

Mr, Tayror. These minutes show as present; Mr. Mortimer N.
Buckner, Mr, Arthur W. Lonsby—Mr. Hanauer, was the latter con-
nooted with the Xquitable Trust Co,?

Mr, TEanavee, T think so.
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Mr. Tavron. And Mr. Oliver C. Fuller, by M. N. Buckner, proxy,
and Mr. Harold 1. Pratl, by M. N. Buckner, proxy. And there were
also presont, Mr. George Wolwood Murray and Mr. Boyd C. Curts.
Mr. Hanauer, 1 want to call attention that on the second page of these
minutes it appears that Mr. Murray presented 1o the mecting a form
of cleposit agroemont for the preforred stockholders’ committec,
dated March 18, 1925, In other words, that was done al this very
first mooting, so there wus a doposit agroement already dralted.

Mr. Flaxaumi, This is the first 1 havo heard of that.,  We felt it
wonld bo a uscless exponse to immediately ask for deposit of securitios
bocanse people would nel deposit without there being a plan,

Mr. Tavnor. Well, this committoe, apparently, followed n shightly
dillerent procedure.

Mr. Haxavn, No. 1 would say that counsel for this committos,
probably believing that it would be done, prepared this.  But as to
that [ do not know. I have roally no knowledge at all, no first-hasnd
lknowledge, of the aetion of the preferred stockholders’ committes.

Mr. Tavior. Me. Swaine, have you ever heard of the Pittshurgh
Navigntion Co.?

Mr. Swawk, Yes.

Mr. Tayvonr., What ports does it operate betwoen?

My, Swaine, L6 operates between, or rather is another name for a
transportation company thal operated between Chicrgo and Seafbtle.

Mr. TayLow. Mr. Chairman, I offer for the record diavy slips or
sorvice charge memoranda in the files of Cravath, de Gersdorfi, Swaine
& Woul, in connection with that matter.

Senator Troman. The record will be received in evidence.

(The memorands referred to were marked “Toxhibits Nos. 1815 to
1018”7 and are included in the appendix on pp. 7015-7021.)

Mr. Swans, [ ean tell you quite stply what the answer to that
is: 1 did not know whether it was with Mr. Fanauer’s knowledge or
notl, but T propared dralts of deposil. agreements [ov all ¢lasses of
securities Ghat might be involved, in ovder to have them ready for
action il action were roquired to bo taken quickly. And I propered
them for the Pittsburgh Navigation Co., or with the Pittsburgh
Navigation Co’s nume in the heading.  And my recollection Js thatb
the natne of that compuny had exactly the same number of letters in
it as the Chicago, Milwaukee & St. Paul, and all that might be needed
was to ¢hange from Pittsburgh to Chicago. [Tt was as a matter of
protection, to have the papers ready [or quick action il quick neslon
WS NECeSSAly.

Mr. Taveow. Do vou know whether the deposit agresment was the
onc you had dralted previously?

Mr. Swaing. 1 do not konow whether it was the same one. But T
know it andoubtedly started from it.

My, Tayron. Tt was based upon yours?

Mr. Swarvie. Tt was o dimfi 1 gave to each counsel, and which each
counsel changed to suit his own peeuliar idiosyneracies.

Mr, Tavnon. Have you u copy of that, Mr. Swaine?

Mr. Swans, A copy of what?

Mr. TavLor. A copy of these diary evntries.

Mr. Swainve. I think a paper was handed over here.

My, Hawaurr. 1lave you any record put in as to when any of
these eposit agrecments were first used?
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Mr. Swarne. As o mabter of fact, T do not think deposits were
called [or then.

Mr. Tavnor. By the preferred stockholders’ committee?

Mr. Swainne. [ do not think they were. 1 think that while they
had these deposit agreements, and had them ready for use, as M.
Hanauer suid, it was decided no deposits would be actually asked (or
until they could be asked for on the basis of a specific proposal. My
recollection is that while they might have formally adopted them,
_(;I'm.]_\«' did not actually ask lor deposits nntil the plan was promulgated,
LIl 10T

Mr. Tavior. I iind on page 2, Kebruary 4, 1925, MeCloy started
working on preferred stockholders’ agrecments.

Mr. Swaive. Lt would be one of the first things I would do when
called in. ’

Mr, Tavvor. Apparently the work in your eflice staried January
18, 1925, which is about 2 months before the receiverahip,  Mr,
Swatland started working on it al that time. Mr. Swaine, can you
toll from o cursory examination of this whether vour firm had not been
actually ol work en this prior to March 18, 1925, when the eompany
went Inbo receivership? )

Mr. Swarns. Of course we had.

Mr, Tavron. And had done a greaé many hours’ work?

Mr. Swainz., Yes. ‘

Mr. Tavror. Did you do that on your own initintive or at the re-
quesl ol clienis?

Mr, Swaine. T think on the reques{ of Kuhn, Loeb & Co., who
were in conference with officers of the company, on the company’s
then finaneinl problana. '

Mr. Havavrw. You do nol mean on speeific things?

Mr, Swaing. No. T was ealled in by Kuhn, Toeb & Co. on things
they were acting on; and as far as spocific details were concerned 1
doubt if anybody in Kuhn, Loeh & Co. know I was doing it. 1 was
doing it on iy own, according to my recollection.

Mr. Taveor. Can you tell from reeollection that your work covered
quite & hroad field in counection with the receivership; not confined
o any partictlar legal doouments but to a number of phases likely
b be involved in the procecdling Iater? i

Mr, Swarne. I was Grying to keep myvsel infornned, and to be pro-
|’.*" :-v:'I! with papers thai I thowght might be needed on any turn in the
HLLU R LLOTY,

Al Lowewriar, Mr. Hannuer, I am very much interested in these
niiniles of tho first meeting of the preferred-stock holders’ committee.
| nete that the members of the proposed committee who were present,
wore bwo in number, My, Buckner and Mr. Loasby. Do you know
who N, Lonshy was? " ’

Mre. Hasavii, T stated before this that he was ctther the presi-
dent or the viee president of the Equitable Trust Co.

'I'|'l|“ ;'.‘:I‘.nl\:’»r Entiat, And Mr. Buekner was the head of the New York

RN LI

Me, [Tanaunn, Yes.

Mr, LowsNrian. Now, with these two members present there were
alsu present Me, George Welwood Murray—-do you remember the
inw firm of which he was the head, whether they were the attorneys
for the Equitable Trust Co.?
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Mr. Havaver. I do net remember, buf it is quite possible.

Mr. Bwaine. He was.

Mr., LowextaaL. And Mr. Boyd C. Curts was present, and he
was made secrobary of the committee. Do you know what institu-
tion or firm Mr. Curls was connected with?

Mr. Havavsn, As a matter of faci this 1s the first time I hove
heard of the minutes or of that meeting. I had nothing to do with
the preferred-stock holders’ committee ab all,

Mr. Lowenrran, We will come to that later. I notice tlnt n the
printed plan put out by your firm, Myr. Hanauver, for the reorgnniza-
tion of the St. Poul Ralway Co., the secretary of the prefarred-stack
holders’ committee, Mr. Curts, was given as having his address at
No. 100 Broadway. Would that at all refresh your recollection
that he was connected with the Now York Trust Co.?

Mr. Hanaugr. It would not. But we could ensily find oué who
he was and put i on the record, if you would like. You ust ro-
member that it was 11 years ago, and I do not believe I met Mr. Curts,
not as far as I can remember.

Mr. LowenTEaL. § wonder if you would look at this paper, Mr,
Swaine, Was Mr, Curts, at the time of the formation of the first
preferred-stock holders’ commitiee, connceted with the New York
Trust Co.?

Mr. Swainn, T have no definite recollection, but 1 think it might
be assumed for your purposes that he was,

Mr. LoweNtuar, 100 Broadway was the address of tho New York
Trust Co., was it not?

Mr. Swarvm. I assume he was there.

Mr. Lowsntian. I wani to call attention to these very interesting
facts about the erganization of the first preferred stockholders’ com-
mittee 88 1 gather from these minutes. Two men were present sg
members of the committee, cach the head of & Now York bank.
Two appointments wers made, ono of a lawyer and one of sceretary,
the lawyer being the attorncy for one of the banks, and the secretary
heing connected with the other bank; and that each of those banks
was then appointed to positions connected with this commiftee; the
New York Trust Co. was appointed depositary lor the committes,
and the Equitable Trust Co. of New York was appointed as registrar
of the certificates of deposit to be issued by the depositary, namely,
the New York Trust Co, T am referring to these things, Mr. Han-
auer, because the distribution of business to these banks seems to
immediately flow Irom the creation of the committee, and that the
four johs that were created by the committee were distributed, two
of them going to the two banks whose representatives were the only
members present, and the other two jobs went to people connected
with those two banks,

Mr. Hanaver, Let me again repeat, that it is something I knew
nothing about, and that T had nothing to do with, the appointment of
these people. I did not know of this particular meeting at which
only two persons are supposed to have been present, or of the appoint-
ment of counsel; or that they selected their own banks as deposi-
taries. However, they were very goud companies, I will say.

Mr. Tavror, I wish to reler to one or two other things on these
service slips [referring to “Exhibit No. 19157]. On page 4, under
date of February 24, 1925, it appears that Mr. MeCloy, of your firm,
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Mr. Swaine, was working on various plans and agresments of regrgan-
ation; and following that there appesr to be other entries in ton-
nection with work on plans of reorganization. Do you recall whether
the plan of reorganization thai M. MecCloy and the other gentleman
were working on, was a plan prepared initially in your office, or was
1t work on legal matters connected with plans prepared elsewhaore?

Iﬁ}[r. .Twmm‘m. :I[sfdo(l“mt remembor. .

Ir. Tavior, Mr. Chairman, 1 offor [or the record a ¢ nemg-
randum from the files of Kulin, Loeb & Co., dated J:u?lgﬂ';[;f]mfégg
entitled “Plan,” which appears to be & memoranduin as n bhasis for a
plan of reorganization of the St. Paul Railroad.

sountor Trusmax. It will bo reccived in evidence.

(The plan referred to was marked “Exbibit No. 1919 and is in-
cluded in the appendix on p. 7025.) I

A Tavion, Mr. Swaine, T eall to your attention that on page 2
ol this plan it is provided that the now common stock should be of no
par :.m,lue if permitted by law: and it appears from the diary slips that
on February 28, 1925, Mr. McCloy was looling up the law rogarding
no-par-value stock. And again on Mureh 1 there was further examing.
tion (_}‘f lasw In regard 6o no par value stock. Do vou think it probable
Mr, Swaine, that it was happen-chance that Mr. MceCloy was investi-
gating these questions, or isn’L it presumable he was looking up these
questions as a rosult of the plan prepared in January for Kuhn, Loeb
& Co. which provided for no-par-value stock if legal? ’

. Mr. Swarvg. Well, I cannot speculate on that. Al that I can By
is that that is a question we wonld lools up 1n connection with the re~
organization of any railroad al that time.

_Mr. TavLor. It docs appear that that question was actually before
Kuhn, Loeb & Co. in working on this plan,

Mr. Swarne. You say it does or does not?

., Mr. Taxron. Tt says, “The common stock shall be of no par value

if permitted by law.”” T asgume they roferred that question te you to

it out whether it could be done. ’

" .TTIJ'.I &_;LWAINE. Whather they referred it to us or not we would have
wlied 16 up.

Mr. LowenTiar. Do you kuow of any other large railroads that
hnve no-par-value stocl?

Mr, Swaine. Yes.

Imfr\l-': I|.‘|Il .t::,;v pNtEAL. Will you give us for the record any that you can
! Aer ’

Mic Bwaing, I think the Katy has no-par-value stock.

M, l:nw ENTITAL. The usual vule is, is 1t not——

N Bwaine (interposing). If you are interested you will find in &
beial filad i the Wostern Pacific reorganization, within the last 2
monthu, o eomplote collection of all the ne-par issues which the Inter~
dnte Commerco Cominission has permitted. My recollection is that
it ovaer w pago long.,

Mr. Lownneiar, Would you say that the usual practice 1s to have

pr=valus or nospar-value stoclk?

: Mr, Swaivu, Usually 1t 18 to have a par value, becausc most of
tha railronds wore organized before no-par stock came into being,
Phey are not all $100 par, however; some of them have nominal par,
nl saller amounts, and sell at larger amounts than the par value,
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Conversely, some have $100 par, and sell below the par value—good
proof that there should be no par. _ . T .
Mr. TavLor. A copy of that plan is now b.ef_ore Mr. Hanauer.
Lock at it briefly and see if & number of the provisions are not similar
to the provisions finally drafted. TFor instance, the stock wag of no
par value, as sbated in this memorandwn. .
Mr. Swamne. The purport of your question 1s, whether suhst-a.mtwe
questions on which we were working were (uestions which appeared
in this, end actually they were. All substantive probloms were of
course decided by the bankers and not the lawyers. ¥¥hen we had &
substantive problem it was up to us to deterinine the legal questions
that those subhstantive problems raised.
Mr. Tayror. 1 notice that during the frst & years the stock wonld
be placed in a voting trust. Anel the stock was so placed lor 5 yoars,
Mr. Swane., Yes. T
My Tavrorn. It provided for an assessment of $24 on the proferrec
and the common stock. That is nob exactly bub approximately the
assossment that was made? )
Mr. Swatng. Noj it was $28 and $32 as T 1:n1n(311}bc.1' 16,
My Tavnor, The stockholders received fixed interest honds for
their assessmant as indicated in this memorandum?
Mr. Swarns, Yes; for o part ol their asscssment. ‘
Mr. Tayror, And junior 1‘10n(§holrle.rs recelved income bonds fov
e part of their old holdings? o
‘ lil}%céxgntlrz)n Yos; thal is 1‘igtili;. Under thoe original plan they were
to havo roccived income honds for all of their holdings. X
Mr. Taynor. Mr. Swaine, would it be a falr statoment that prior
to tho receivership vour work on the matter h ad advanced [ar 011.0E|glil_
so that vou were prepared to bo the moving spuib o o number o
directions in conpection with thoe receivership? You had a plan,
the bill of complaint, the deposit agrocinents, and were very well
epnrod when the thing came to pass. _ 1"
p'(I\c'i 1‘:. Swarve, We were not prapared to be the moving gp-lrlt’.lfll.t
wo wero prepared to soe that the spirits thab did move, moved in or¢ er.
Mr. TavLor. And in accordance with the work you had previously
done? ) o -
Mr. Swaivs:, We had studied the problem so that the diroction
cowld be enlightened and not unenlightened, il that 1 your argun}?nfj._
Mr. LoweNtnan., Do you know how much thoe Ncw,York "Illlb‘lr:
Co. gob as depositary of the first proforved stockholders’ corumittear
Do you 1‘emembf]-:\1; ihat?
oW 0. INO. . _ =
%ﬁ E‘(:\AVTEN'A]T:THAL. You do nol know how much the Equitablo Trust
Co. got?
Mr, Swaiwe, No. _ L ;
Vi LowenNTHAL. Nor what couusel for that eommitice got?
Mr. Swaine. No. ‘
Mr Lowex7rrian. Nor whal the secretary got? _
Mr, Swarne, No. But that is all a matter of record with the
Intorstate Comimerce Comnmission, of course. o _
Wr. LowexTHAL. Do vou mean in the way of estimaling it, ov the
ctual figures?
acf\tliil. g?ﬁi\ll\!,ﬂ. I think the sctual figures are there, but I do not

know. 1 ean find it for yvou if you want to know.
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Mr. LowgxTHAL, You are relerving to the testimony introduced
in the course of the proceedings on the applieation lor the issuance of
reorganization secunities. Don’t bother about it right now.

Mr. Swarss. Well, my recollection is notl ¢loar on all of the details,
but I can give vou the exact nmonnts.

My, Lowenrenan. We will come back to it later.!

Mr, Swarvn, All right.

RELATION BETWEEN COUNSEL FOR RIECEIVERS ARND COUNSLEL FOR
BANKERS

Mr. Tavion., Mr, Shaw, al the very outsel of the receivership your
firm were eounsel to the ])fn.iutiﬂ'?

M, Buaw, Yes, sir,

AMr, Taynon, And shortly therealtor your finmm were appointed
counsel to the receivers?

Mr. Siaw., Wo resigned ns counsel for tho plaintifl and were
nppointed special counsel to the recoivers,

Me, Tavoon, When did you fivst lewrn that vour {itm was to be
appointed counsel for the recelvers?

Mr. Smaw. 1 do not know the exaet date, but very shortly altor
the bill had been filed and receivers had Ireen appointed.

Mr. Tavvonr. Do you recall whether you knew prior to the institu-
tion of the proceedings before the judge that yon were likely to be
appointed counsol for the roceivors?

My, Smaw. No; T did not konow that, 1 did not know in fact thub
it was going to happon.

Mr, Tavvon., Do vou know whether anybody had suggestod your
firm for the appointmont as counsel to the receivers, I moan prier to
the appomtment?

Mr. SHaw. No. 1 had no knowledge on the subject whatever.

My, Tavreow, Mr. Potter, when <id you first learn that your counsel,
in the 8t Paul recelvership, were to be Whiston, Strawn & Shaw?

Mr. Porrer. 1 donot remember. Promptly alter the sppointment,
1 tale 16. -

Mr, Tavror, When you eonferred with Me. Ianaver prior to tho
regeivership was thero a diseoussion 18 10 who counsel would be?

My, Porrer. None whatever.

Mr, Tavror. Did you have any prior acquaintance with Mr. Shaw
or his (irm?

Ale, 'orrer. No.

Mr, Tavior. Or was it a now relationship?

Mo, Porrer. T do not think I had ever met Mr. Shaw or any memn-
bor ol Liw firm before that time. I am not certain aboul that, how-
over,  No, | aim wrong aboul that; 1 think I met My, Strawn some-
bime balore that when I was on the Lintersiate Coimmerce Comumission
i ho was belore the Commission on some matter,

Me, Tavron, Did the judge confer or gonsult with vou as to your
pralovence in the matter of counsel at all?

N, Powrwi, | da not reeall any conlerence upon that subject.

Mu, Pavnon, My, Pottor, the position of counsel to receivers is a
vory tnporbant position in the conduct of a receivership, is it not?

Mo, Porrnr, Yes.

Pl e lihile Nos, $355-A Lo 225531, [nelusive, Hearings, Part XV, pp, 7T476-T480.
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" rof < i i [ this morning:
 Tayvor. To rofer hack to the discussion ol ot
nguidn‘ tAyou say that it is just as necessary that counsel of 1ecewnrs£
ghould be impartial and not more closely afflisted with one group o
security holders g,;lan othora?
. Poyrer. Yes, ]
%E T?\"IYLOR. ‘As in the case of the receivers themselves?

Ir R, Y eS8, -
]t% ]219:;'1111(?& Mr. Chairman, I offex for the record four lobters
a%caiﬂg betwoen Mr. Swaine and Mr. Shaw, ~Cla.tcd,_ respectively,

][j)ecember 7 and 10, 1923, and January 25 and 27, 1926,
Sonator Tmuman. They will be received in ovidence. -

(The Jotters referred to were marked “on2}zj1b;gsq7N)os. 1920 to 1923

included in the appendix on pp. 7026-7027.) _ .
&ni\lf[gf %J:vr}gn. T will asl,k you, Mr. Shaw, il you did not _t‘?st.xlfy
hofore the Interstate Conunerce Commissioll 1n connection wigh t l(‘;
inception of the receivership and the cireumstances, surrounding 16

Mr. Sraw. I think I was interrogated on that subject. il
Mr. Tavror. Mr. Chairman, I read from the first letter as follows

[reading from “‘Bxhibit No. 19207:

Mr. Towner has just refurned [rom Washington.

Who is Mr. TownFr?
Mr. Spaw. One of my partners. -
Mr. TavLor. I continue reading from the letter:
; i he Commission on the
hab vou were present ai the hearin belove the { g
twlg((“i;;lslaw?;gntﬁiclzey and E}a]stma,u i;\tergo%ﬁtidt% yrampfgs;h:g ig]l:;lhg gé:egg :rél‘:gg
ision of the boar at the proper ; ¢ SRV
Frrglr’ﬁ iﬂellégﬁ'zﬁ‘i‘ﬁfpt:\lﬁddﬁg actual appniutm:inft of the receivers, and that nothing
e N that line after you left. o ]
furbt'}lt?r’l(‘isix:\lf?rp&illlg]g\l;gth:mt he thinks when the hearing 1s ]‘(’-S}lll;c](:l ;mtrf]l; E‘ai‘i}k’t ]z:;
't her ring i r it will be nccessary 1o >
gome time or other during its progress it wi ccessary for 1 ako the
. ; far as it is proper to do so Iy
stand, As you know, T can lmdgeﬂthe gap 9o fa s proper to do S0 b e
et t vour affice on the Sunday morning prior o | np 0
:Jl'clgefmv:‘;.:lggduthﬁ actual appointment thereof, snd will be delighted to do so.

Mr. Shaw, I would like to inquire if you can tell u’s’?What is the
significance of the phrase “go far as if Is proper 10 d? lso o vap?

Ts there any extent to which 16 was 1improper to bridge 1.6..“&11' [

Mz, Suaw. I do not know what I had In mind whon I \‘vml.?‘ ]t:_} 13, -

Mr. Tayror. Going on further [continuing reading from “Ixhibt
No. 1920"]: ‘

On the other hand, I do noi know at this instanl the answers bo the following
inufli;n%‘?rrho actually prepared the bill; ihat is to say, who prepated its phraseclogy?

That is the bill of complaint in the receivership, is it not?

Mr. Suaw. Certainly.

Mr. Tavror. Reading further: . "

(2} How did the person who drew it happen to draw it; that is to say, who aske

him to draw it? o ] -
i the printing, il in faet it bas been paid! " "
£3i)m\[§g;ged;;%a%a?} flurshc];ﬁl% sy ghat 1 have been lLI'JrOI‘de that ““thus and so
i 14 be sufficient to cover these guesiions. .
to?i{r(];];gﬁ’i: :ggsitioflsto enlighten me somewhat in. detail along thesg lrllmlzswgg
would you prefer that I diselaiin any knowledge prior to the time whe W

called to New York? . . ‘ t
Mr. Shaw, I would like to ask why it was important for you tc
know what Mr. Swaine preferred.
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Mr., Suaw. | understood the Commission was making some incquiry
about those fuets, and I did not know about them. If T had been
informed by someone whom I trusted, as I did Mr. Swaine, T could
sy Lhat 1 hod been informed by a responsible person knowing the
facts, although I would have to disclaim knowing it. That would
aponk lor itself.

Mr. Tavior. Well, T am asking you.

Mre, Staw. Well, the letter speaks for itself.

Mr. Tayron. Why was il of any imporiance what his prelerence in
the matter was?

Mr. Suaw. Well, il he did not want to tell me, I could testify that
T did not know, you sec. Lt seems a silly guestion.

Mr. Lowrnvsan. Don’t you think if the Commission wanted the
facts that you did not have and that Mr. Swaine had, it could call
My, Swaine?

Mz, Suaw. It might, but things of that kind are utterly unim--
portant,

Mr. Lowenruan. Do you think it silly to inquire why you asked
Mr. SBwaine to ascertain his preference of what occurred hefore the
Clommission?

Mr. Suaw. Well, il he was o person who knew, I would just as soon
do it bis way as any other way, as loug as 1l was the truth.

Mr. Lowsnraan. But you think it is a silly question, de you?

Mr. Sagaw. Yes.

Mr. Lowenruan. To ask Mr. Swaino as to how testimony could be-
iittroduced before the Comimission?

Mr. Buaw. 1 think so.

M, Lowmrtoan. All right.

Mr, Tayror. Don’t you think you were consulting Mr. Swaine on-
the seope of what your testimony should be?

Mr. Suaw. Oh, no; that is just (oolish. Iiis a plain fact that some-
ono knew it. I could say [ had been told about it, or did not know.
‘Tha question was, 1 wanted the [acts, and it was not why T asked the-
quosiion.

Mr, 'Pavror., Continuing to read from the letter [reading from:.
“luxhinhit No. 1920°7]:

An yun will have observed from Mr. Dynes’ letter to you of December 5——

M1, Dynes 12 counsel of the 3¢, Paul, is he not?
M Sitaw, He is now general counsel. At that time he was general:

uoliottor, ‘That also is a matter as to which the record will speak for
Wnull,

N T'avron. [ continue reading:

He nowy (lidilin Lt the curiosity about the ackual machinery of the appointment
uf fh paolvors Linn abnbed so far ag Cormnissioners Eastman and Hickey are con-
vstand, Ll bk (6 will be pressed by the Attorney General of Wiscounsin, Of

woripie, |10 e nab prossad, the witness certainly will not volunteer,

I'ho witnens i yourself, is he not?

Ny Siaw, That would be the inference from the letter.

M CPavion, Do you think that shows the Commission is being
sonpated with in obtaining the facts?

.Wh'.lﬂm\w. [ have made it & rule never to snswer questions T am:
not nulkod.



|

6784 LKAILROADS AND HOLDING COMPANTES

Mr. LoweNTsaL, Mr. Shaw, might Tinterrupt to ask this question:
Do you have anything to do with the present reeeivership or bank-
ruptey or reorganization ol any railroads?

Mr. Buaw. Yos.

Mr. LoweNTuac. You had with the Chieago Greal Western?!

Mr. Suaw, Yes.

Mr. Lownnriuan, Auy others than that?

Mr. Siaw. T personally have not.

Moy, Lownnrrar. Does your firm?

M. Seraw, I think my firm is interested In ono way or anothor
soveral bankruptey proceedings in which railroads are interested.

Myr. Lowsnraan., Could you mention them?

Mre. Snaw. T would rather not becanse I do not recall. TIf il is of
any inferest to you, T will get ..

Mr. LowsNTHAL. 1o you have the members of your fium serve as
directors of railvoads [rom time to timoe?

Mr, Suaw. T think I was elected as a director of the Groat Western
shortly—well, in the very roeent past. I think iy partner, Mr.
Strawi, is now a director ol the Alton Ruailroadl.

Mr. Lowsxtras. Your fivm has from time to time for a good many
yoars dealt with the Interstato Commerce Commission on matiers
affecting railronds, and particularly ihetr hnanees?

Mr. Suaw. Well, we have dealt with them in matters representing
railroads. T wouldn’t say we have par tieularly represented them in the
matter of finances, excopt in matters in which we liave been connected.

Mr. Lowrntiar., Including raileoad finuances?

My, Smaw. Tncluding anything that cane up, bul not particularly
railroad finances.

Mr. Tavvor. The balance of the letter reads as follows [continuing
reading from “Exhibit No. 19207]:

In this connection, al this date T am expeebing to lenve Chicago for Washinglon
on Sunday, the 13th, on business which will probably keep me there several days,
so that my abscnee in Washington may Lo taken advantage of Lo entively avoid the
possibility of introducing sucl ovidenece unlass il is pressed.

Mr. LownNriar. Mre. Shaw, I do ool understand this.  Whero
were these hearings being held?

My, SeEaw. Whal hearings?

Mr. LOWENTHAL. In connection with the Clommission’s investiga-
tion of the St. Paul recoivership.

Mr. Smaw. My recolleciion is that up to that thne—well, I don’t
knosw. Some were held in Washington and some in Chicago, and which
proceeding I do not recall.

Mr. LowENTHAL, When you were actunlly guestioned yon wers
questioned in hearings held in Chieago!?

Mr, Staw. I do not know. I would rather look up the dates before
T comumit myself. That would he the inforence from the letter.

Mr. LowexTat. Do you think it is cooperation on the nart of
counsel appearing before the Clommission to suggest the possibility of
interposing, the delay we will say, mentioned in the last sentence of
your lstter of December 7, 19257 -

Mr. Saaw. Lt is very diffieult at this tme to get the cntire atmos-
phere obtaining at that time. But whatever I did T thought 1t was

proper or I would not have done it.

L sep learlnes, Part IX,
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Sonator Trusman, You
. MAN. WEers counse the recely g ]
AR SN T o el for the reccivers at that time?
. 5 & :
du}t\:lill. Ilh;\t‘.'.ll.::iu. 111(1;3 lsggond letter is from Mr. Swaine to Mr. Shaw
0 ' hor ; i - 1 ] I
SR » 1925, from which I read [reading from “Bxhibit
So mystery should be made of the fact &l i
_ No myst . ) f 1at the hill f i
l]i.:l{rlulr\-'i II;r;\dz:eir?leIdi'i?nthi}f;fgisﬂonld and in coopcr:s,t]ion (:,‘:ii?}l:ﬁ;!?ep]:gillﬁg??grgf
i » L tnink b at the hearing in Washingt . By “and
fh\.]_] isher needlessly evaded questions designed to IJI-?luzllt)E!?Jﬂtflllnl\‘tllfélc}i) ram and
7 3 &l . - . . - . I '
('Vztl‘%il(j;llswﬂllllfl;le(;t}ltjl\:o‘:\ild?(l{cd _lff aqu could give us offhand any noedful
Y ASIOLL. ords, i ’ sodless evasi ; i
oo, In ot , s was o neodless evasion, whal is a

.Rfl[: EWU\-[.NE. Nono accurs to me at the moment,

g 1':Li'lr03:[\,SEI\;QHAL’ Coyld you tell us, ploase, Mr. Swaine, the names
Sl ti.l.ncl;oco:}l_'lecm_ou with the reorgamization of which st the
50 me ur firm 1s connocted cither as :
m-hnll.hogmse? I thinle tho Frisco is one. e counsel for commitices
]1:11(.|(I‘.I.'S'?OAIIIFHI;%\?@CE} t\}\]rg FS;EG (‘0111\130] for the consolidated bond-
| 01, - Hriseo.  Wo are counsel for the first-m
guoe bondhelders' committe i e, Wo aro conomel

ff e ol tho Western Pocifi 1

fiia olders’ co om Pacific.  We are counse

I::!lilit(f]llr‘:hlﬁrsii{pon L‘gu.gc bondholders'’ commibtee of the Spokane (}thtzg

Zhliqns v thoo ({_l:l{i ‘cqi.msel for the first mortgage hondholders’ com-

Imhl(;rq’ Gomn.]itiggl‘%uz} C%ljt!'ﬂ]. 2(&&1'@ counsel [or the bank-note

. TS ttac of the Chicago orth Wester o ar

for the bondholders’ itteo ¢ e M e founsel
th commit : : i i

jhne ittec of the N. O, T. & M., of tho Missouri

Q{: I‘JO'WENTH;‘R_L. You aronot in the D. & . G.9

I\|I.' SwWAINE. No: T do not think so. h

M: L;ox\fmm-ﬁﬁu. You are in the 8t. Paul?

. SwaINg. Wo are counsel for the debtor i
Ir.. lebtor in cl
‘In:li; |\IH(}W of any others. If you have any moro———bljo St Faul

Mr, Lowexraar. Well, T thoughi '

1o L _ , porhuaps ; ' or
tho rocord.  That is some seven Exilrgads e you could add them for

I\\Il'n you in the Seabonrd? )

v l!::f.:,li,{\:,". I ha)-rc & very remote connection in the Segboard.
R ltl.gmL: hat is cight railroads.  Would you not say that
Qe i active 1 connection with the reorganization of more rail-

i '.:".“ uny other single law firm in the country? :

Mll .| Wairne. T would not want to bosnst.

'\I:I w,:m- ENTHAL, Is that not your cstimate?

““““Iw“t rlvcsm.‘ Il\llo. “ It may well be that Davis, Polk, Wardwell
gbthar & : ’(I‘ have more, because they represent the Morgans nncf
AN ;|'l':lil| ;:::r ,g%; and §}11-0|1g}1 their represcntatioﬁ of the
T . 88 trustee, they were in mmore railroad situations
N, Liowinerar, i
M, s, Do v ; {
el o AL I’ol'k??u think of any other firm that has more
R:r. }I-'\wmw:':. No; | do not.
nmn[niHT:\:::li?l}w“ |'I'<IIII the point of view of counsel representing
. III\I\' o ) ujfn.rnw.t-stm with reorganizations, do you think there is
o 'I"\' k "I”llznrlrlliw\l\-ril(l:l-.lll :}n]n:{l}sentls commiig;ees in connection with ag
4 ations of railroads as your firm i
I BwAive. Well, T do not know. foes at th present fimef

(TS T,
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Mr. Lowentaan. Would you not estimate that you arc about at
the top?

Mr. SwarNe, Are you speaking qualitatively or quantitatively?

Mr. Lowentean. | should prefer, at the moment, to follow the
line of questions already put to you, which were quaniitatively.

Mr. Swamns. I do not know; I have not checked all commitices.
Cadwalader, Wickersham & Taft, Colonel Anderson, of Richmond,
represeni o number. Mr. Burgess, from here, ropresents o number.
b Mr. Tavron. The Mur. Fisher referred to is o director of the Si.

aul?

Mr. Swaing. Yes: I think you are quite right.

Mr. TPavror (reading from “Exhibit No. 1921"):

In the end Commissioner Woodlock asked Mr. Wisher how long he had been
jnterested in railvoad financing and on Mr. Fisher’s replying “abouft ken years”,
asked whether he had ever heard ol o railroad receivership which was not, in
cffecl, o volunbary assignment for the benefit of ercditors. Mr. Fisher replied
thal he had not.  This seemed to prick the bubble of mystery and no more wasg
said on this subject.

On the other hand, il does nol scem to me cither necessary or advisable to
volunkeer infortintion on this question il il is nob raised, or il it is raised, to go
unduly into detail,

May T ask why it was not necessary for Mr. Shaw to go into detail?

Mr. Swarng, Well, T thought then, as now, there was too [requently
a spirit of emphasizing unimportant things in connection with these
problems and having the publicity of matters that had no real impor-
tance, getting the minds of the investors ofl of the real issue.

Senator Truwan, Did you not think that the Commission ought
to have had all the facts?

Mr. Swaine. There is no reason why they should not have had
them, Senator, but thal does not mean that theve should have been
a going into necdless deteil or thet it should have been needlessly
accentuated.

Mr. LowENTHAL, Who was to decide thal, Mr. Swaine?  You, the
Commission, or Mr. Shasw?

Mer. Swains. You will liunt through that letter in voin to find any
suggestion that that question should not be answered.,  On the con-
trary, T said that I thought the witnesses at the time made a mystery
ol il by not making the answer. The fact is, I do not know of any
railroad reorganization in the last several decades thot was not initi-
ated in exactly the same way as this one that is operating the St.
Paul receivership, which, you know much hetter than I, Mr. Lowen-
thal, was a device which Congress finally recognized in the passage
of section 77B. _

Under the old equity procedure, in the Wabash receivership in the
late cighties or the early nineties, the Wabash had tried to Ale the hill
itsell, and there had been grave doubt as to the validity of that kind
of reccivership. So, the consent receivership was devised, and I
think it has alwavs been silly to try to clothe it in any mystery or
to recognize it as anything but what it was.

Mr, LoweNtaaL. As I read the first sentence ol this second para-
graph, it tends toward the imposition of censorship on what the
investigating body will learn, that censorship to be determined by the
Tawvers who are supposed to be giving all the facts to the Commission.

Mr, Swamve. Not at all.

Mr. LowenTiaL. That is the resuli of it.

Mr. Swame. Noj; it is not, at all.
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Mr, Lowunrian. II you say that there is a tendency to go into
unneoemry detail, that is what you decide, not what the Commis-
wion decidoy,

My Bwaing, Alter the question was asked, there was no implica-
tion that he wos not to answer the quesiion.

er. liow |n|r~|{'|'|l|f\1} You k]now, the Commission might not know a

tenl mnny ol the facts unless they were volunteered by tl
[ \ ; 8 ) ) seered by tl
i the cnne, v the lawyers

M TAvionr (continuing reading from “Exhibit No. 19217):
Vo vaosived, you will remember, frow counsel for th i i
) Y T, , ¢ railway cot rind

Torvaain JIHIW” with the name of the petitioning ereditor nok fi|i3:}d inn]‘ﬂ),rrblttljyvlr);ll%gfg
pnttil ot oo nl: the railway compaty 2% to an available ereditor. I1t seems bo me
ot shion el mll:!lt, if as:l_cf:d, that it would have been difficuit to obtain the informa-
Ulan santnined in the bill from any other souree.  The question how Binkley Conl
lMum :.un}‘ Unul((jl II\I/..['wchi]mwn all the facts sct out in the bill was asked of both

v M an r, Fisher by Commissioner Tagtma i i !
entlior Innrtfully dodged by them. pnionor Lastman and Mr. Hickey and was
] Me. Swarns. Tho implication 15 that they should not have dodged
Il. b at all; they should have told it straightforwardly. T bave never
I.""I unything to do with any of them in which the petitioning creditor
wni not supplied—that goes for indussrials as well as for railroads—by
Lhe Im'o:a[)cc{:-we defendant.

Mr, LowenToan. You do not r 1

Ll AL 1wt read the sentence as an em
the luck of artfulness? phasis on
-~ Mr. Swarxe. No; 1 donol. Ik was not intended to have any such
mplication. It should not have been dodeed.

Rll'. liowexTHAL. Then, why tall about “inartfully”?

I I, Swaine. Beeanse 1 ihink it was silly for them to try to dodge
oo Lt rt'.:)llld not have been dodged if they had wanted to.
M. Tayror (continuing reading from “LExhibit No. 192177
You will remember {he activilics of Mes i i
i ; : ac . cssrs. Miller and Garrison; i
l;;:thl\l‘n' from iy conversation with Mr. Miller in Washington L]Efz;,?soﬂé Lsgfepdre[

ol Lo gwear . r the i ) H \ -
'1“"“"'.[' twear that he deew the bill, albthough my own memory is nob wholly in
' Ml'i SWAINE. My, Miller rosented the implication that anybody
i“«lml f Hlmli'lt find it necessary to preparve a legal document and hand

e airadt. .

T):: t II.iIIWIIE'X'].‘I-IAL. Ho represented the defendant?

.Mr. swaine, He represented the defendant; that is vigh.

MI.. !." nrw ENTHAL. He would not have the drawing of the bill at all?
s ,1 SWAINE. In any realistic sense, he would, Mr. Lowenthal, as
Ju w,

My, Lowunmiran. The drawing was ;
alr . F s actuall Lo for
B, Laooht i 7 dono by attorneys for
' Me Bwaine. The drafts of all the papers that we expecied miglt
i naadad wore drawn. by counsel for Kuhn, Loeh and were rea.dyt;’or
tine by "v.':‘l'.n luvor pariy needed them,

M Fayion (continuing reading from “Exhibit No. 1021"):

Whie sl of pelublng Lhe bills and orders was paid by the Recelvers.

My, nw,\mm. That is in answer to a direct question.

i 'I’I.- Favion. Rolerring back to your previous letter, you will see
&liuhl LN i mnswer to one of three dircct questions. Can you find
] ]ynut' luttor nny answer to the first of those three questions?

it you toll Mr. Shaw who prepared the biil?
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WMr. Swaine, T did not in the letter.

Mr. Tavror. Did you tell him how the person who drew it happened
to drow it?

Mr. Swarng. T did not in the letter.

Senator Truman, Mr. Swaine, was not Mr., Byram one of the
reeeivers lor the rajlroad at that time?

br. Swarnn, Yes.

Senator Truman. Was not Mr, Shaw his counsel?

Mr. Swaive. Yes.

Senator Truman, Would not this imply that Mr. Show had nob
advised lis client on how to testily?

Me. Swarvym, I do net think Mz, Shaw hod anything to do with
Mr. Byram’s testimony before the Connnission. Y may bo wrong on
that.

Mr. SEaw. You ars exactly right. There was so much work that
had to be done al that time that T personally knew nothing about
what was going on 1o this hearving. My roeollection is that il was
taken care of by Mr, Dynos. I have no recollection of the matter at
all.

Mr. Swaine, I think Mr. Shaw wasg called as o witness to testify
how he hnd been brought into tho case.

Mr. Tavrior. Thisis your Jetter, Mr, Swaine, to Mr. Shaw [reading
from “Exlibit No. 1922"]:

1 have your lubber of the 21sh instant in re the foregoing and the enclosures
thercin veferred to

Mr. Swarng (nterposing). That is not the letter which you read.

Mr. Tayvor. Ne;but 1 think it is on aunother subject.  [Contlnuing
reading:}

So far a3 my geing on the witness sland is concerncd, 1 am perfectly willing to
appear as & witness whencver these gentlernen demand it. Ol course, I have no
desire 4o go, bul rom what Dynes tells me, T am inclined to think thai, if it is not
forgotten altogether, the gentlemen who ave prossing it will probahbly ingist upon
my taking the stand, beeanse no one can bridge the gap hetween the interview on
Sunday in your office and the Wednesday when the receivers were uppeinted.

Mr. Show, that was the interval in whicl you discussod with the
judge the appointment of receivers? ) )

Mr. Suaw. Tt was during thot meerval T discussed 16, T did o lot
more than that during thal interval.  You would have to arrange—-—

Mr. Lowenrnal. You were ahout to say sormething, Mr. Shaw.
Would you not like to volunteer it for the record?

Mr. Suaw. In the appointment of a receiver for a great railroad
system, extending as this railroad receivership did inte five or six
circuits, 1t 1s quite essential, in order to avold the dismemberment
of the property and the interfercnce of what I prefer to designate as
sharpshooters, that the plans be very carefully laid, so that, if possible,
ancillary receivers and primary reccivers may all be appownted as
expeditiously as possible, and, if possible, within 1 day,

I retuwrned to Chicago on the following Monday morning, and T had
to lay my plans so that as soon as possible after the appointment of
receivers in a primary jurisdiction, an ancillary receiver should be
appointed at once in each of the circuits. So, there was a good deal
0? work to do between Monday morning and Wednesday, when the
application for receivers was made. I bad to prepare the bills of
complaint, so that if the court in the primary jurisdiction appointed
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receivers, the information could be telephoned to counsel in other
placas, to fill in the bill with the copies of the orders, and applications
could bo muds for the ancillary receiverships in the various other
districtn, 8o thore was o lot of work to do in those 2 days.
M. Lownnrnan, Mr. Swatland was assisting you at that time?
Mr Bnaw, Mr. Swatland was in Chicago. T testified this morning
thut T did not know whether he was on the samo train with me when
I weni Wast or not.  Mr. Field, Mr. Dynes, and T were on the same
Lrnin
o I\Inl- 'I:#\’\'lanlt. Continuing with the letter [reading from “Exhibit
O, 1

Yoy bidufly, IF 1 shauld be askerd 0 explain that, I would festify thal groups
P bt dinrge amounts of all elasses of seeurity holders advised me in your
OIS Wl reneivership was ahzalulely neeessary to protect the integrity of the
popuely men molng echesive unit; thak thereaftor the easc prosccded in precize
nonardinien with the practice approved by the Supreme Conrt of the United Siates
e Motiopolitan Street Railway case, which [ teok as o pnide; that there wns
b apallan bk that the plaintifl was o ereditor; thai I had nothing to couseal
ninl ri llrlnll'llﬂllﬁ to malke. .

Wi, | ihink I should say thaf without Josing my kemper or making myself
alfengive, [ would not tolerate any sinister or offensive suggestion on the part of
Lo pueatiiner, whoever he may be. '

Linye o potienee with witnesses who in proceedings of that kind permit them-
n;nh'r-l La o plinced on the defensive in lieu of placing the questioner on the defen-
vy

Chpnpltig the subject, I must say that T am greally inlerested in and delighted
with tho lhng of procedure outlined in your leiter and of gourse will be glad ta
MR L enpeying 16 out to the vimost of my ablility,

Flin final letter, of January 27, 1926, reads as follows, and was from
M. Bwaine [reading from “Exhibit No. 19237);

Your latter of January 25 has been received.

I was the attitude of vur elicats prior to the receivership that the determina-
Lo ol Lhe questions as to whether and when the receivership was necessary wos
onlively for the board of directors without interferenes on the Pack of the bankers.
Lidend, our clients had not cxpected that a receivership would oceur hefore June
| | ““.' receivership ocenrred when it did beeanse of the advies of the railway
duinpny s counsel and the feeling of the board that there would he justifiable
urliintnin i1 anthorized payment of the April 1st (nterest knowing that the June
il Lnforont and prineipal eould not e puid,  Tlence, 1 think vour emphasis shouwld
l'."l,lllm tiwhat we sold you but on what Mr, W. W. Miller, the company’s counsel,
il Vo,

I you anld that “groups” advised you af our offiee, roight you not be embar-
vl o nme the “groups’ on gross-examinntion?

M, Hianauer, a determination of that factor was very importang
Btiimn of the necessity for refunding that June maturity?

Mic Hanaunr. That could not be answered “ves' or “no.” My
Provinun tostimony both before the Interstate Commerce Committes
ol bl Bonnto nnd before the Interstate Commerce Commnission ooes
fngo Ghat ot longth, and the Coverdale and Colpitts reporl was that
tiat Alny mnturity was not the real trouble; that even if they refunded
Bhasa, (hoy could not last long, and therofore it became cvident that a
toeolyorship wis necessary.

o tinie of the recoivership was forced by the opinion which Mr,
Millsr, the counsel for the company, gave to the direstors, that it
Watild nat be proper for them to pay interest on the bonds where tho
doupons muturad on the 1st of April, which were parl of the snme moré-

fite an bhe June maturities, and that of course, was a surprise to us.

i woro af that time waiting on tho possibility of at least starting
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with & voluntary plan, but that was alt upset by Mr. Miller’s advico to
the board that they just could not go on. That precipitated the
question that accounted for all the rush at that time, and the bankers
had nothing to do with the date of selection. That was Mr. Miller’s
advice to the board of directors.

Mr. Tavior. Mr. Miller's advice was based upon the assumption
thatl they would not bave enough to pay the bonds by the 18t of June?

Mr, Hanauni, Yes.

Mr. Lowenrman, When did Mr. Miller give that advice?

Mr. Havacer. I think it was around the begmning of March.

Mzr. LownnraanL. When did Cravath, Henderson & de Gersdorff
begin working on this receivership?

Mr. Elaxaven, 1don’t deubt much earlier, but not en this recoivor-
ship.

o ;\1/[1-. Lowrnriat. I beg yowr pardon; on the Pittshurgh Navigation
0.7

Mr. Hansvuer. No, no; do not let us joke about it; you wanl the
[ects.  Senator Truman has stated he wants facts, and 1 am trying Lo
give them.

Tn a roorganization of this sort, thore bas to bo nreceivership. Iam
perfectly willing Lo tell you now, without a reading of thoso letiers, so
far as the banking end 1s concerned, that IXuhn, Loeh & Co. tool the
respensibility,  They accepted the responsibility. Nobody else took
tho responsibility, se we took it.

We kept counsel employed on that, and they discussed with us the
details of what an eflicient reorganization would do. They would have
all the papaers ready for any kind of contingency, and they did it very
well, becguse unflorfunately under the practices in the courts—I am
talking only as a layman—you understand that the Arst man who runs
nto o court gets someons appointed as recoiver. Thal is a matter I
mmagine Mr. Shaw referred to when ho spoke about sharpshooters.
That is the necessity [or both secrcey and preparednasss.

There is no denying that Kuhn, Loeb took the leadership and that
their counsel, Cravath, Henderson & de Gersdorff, were posted and
were preparved for every possible contingency, whother it was to bo
receivership or not.  During that peried it was known that Coverdalo
and Colpités were making an investigation.  Notice of that was given
to the public by public statements. ¥Everybody knew that Coverdale
and Colpibts were making a public investigation to determine whether
or not this company could go on. A public statement was made m the
beginning, when Coverdale and Colpitts were employed.

Mr, LowextiaL, Do you think it is quite fair to assume that when
the banks rush in to be fArst €o gel reccivers, they are not shurp-
shoofers?

Mr. Swamve. I want to say this

Mr. Lowextaal (interposing). I am asking Mr. Hanouer.

Why is it assumed that the banker is necessorily nol o sharpshooter
and that anybody clse is?

Mr. Hanavir. Beeause the banker has been in touch with the
board of directors. Because he has responsibility [or the sccurities
that for years he has sold. _

The great trouble is, in most cases, that the bankers for the railroad
companies are not in close cnough touch, especially now, since the law
has been made that they cannot become directors. They get all their
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information second hand. TIf they were sitting on the board, they
would gel certain information and be able to stop certain things.

You hear that s railroad is going to be bought or has been bought.

Mr. LowuNrial. Am I ecorreet in my assumption that the attorney
for the hankurs becomes a director of tho road after vou reorganize it?

Mr. HHanauer, The attorney—as I understand it, Mr, Swaine

Mr. LoweNtrAL. Am 1 correct in that?

Mrp, Hanvausr. T will not answer you yes or no.  Senator Truman
has sladed that he wants the facts,

Mr. LoweNtHan. Kicher Mr. Swaine beeame o divector

Mrp, llaNvauer (interposing). Fle became counsel for the new com-
pany and beecame a dircctor.

Mr, LowmxTaaL. Various other men were on the board who were
wsmoeinted with IKuhn, Loeb until you reorganized the company?

My, Havauew. Not entirely. They were not only reorganizalion
pepresentatives bub they were seeurity holders.

Mz, LowenrraL. Notwithstanding that, the road again went into
bankruptey within 7 years; is that correct?

Mr. Hawaver, Noj; il 18 not correct to say with that kind of board.

Mr. LowentHar. Is it not true that the road wenb inke receiver-
ghip or into bankruptey within 7 years?

Mz, Hawavur, Thoy wont into bankruptey. I want to answer
that in full, if T may.

penator Truman. Proceed.

Mr. Haxaver, The St Paul road went into bankruptey in 1985,
nbout July 1. ‘That ean be explained in two ways., T will first tale
up the specific reason. The specific reason was that becausc ol the
opposition of the minority security holders at the tine, they lorced
upon the reorgonization managors, represonting the majority, a modi-
fication of this plan, which increased the fixed charges by $2,300,000
0 year,
~ That means that between 1925 and 1935, when the company went
into  bankruptey—there were $46,000,000 additional fhxed-charge
bonds out at 5 percens, raeaning that on those extra $46,000,000 of
bonds, $23,000,000 of interesi, wns paid during that period, Against
Lhat, there would have been paid on the $4G,000,000 adjustments,
which under the original plan would have been issued instead of those
bonds, something under $13,000,000, which would not have been
puid if they had not carned it, bul on the basis of what the earnings
biirned out to be they would have got about $13,000,000, or some-
thing of that sort, instead ol $23,000,000 which was paid. So the
uonipany would have had about $10,330,000 more cash, and it would
nol finve gone into bankrupicy in 1935, and it is quite possible,
nitidying the figures since 1935, that it would have heen solvent today,
wonls, 16 18 true, like many other railroads, praying for the action of
the Interstate Commerce Commission in raising rates. That is the

npucific situation confronting the Si. Paul. _
A\l lo the general thing, wo all know what has happened since 1925.
Mearhing with 1929 there was a c¢yelone which struck this country,

wiiel very many railroads which were in much botter position than the
Bl Panl, evon after being reorganized, have fallen by the wayside.
1t tond for you, if you would Jike to have me do so, a list of bonds
with n Moody “A” rating at the time of the 3t. Paul reorganization
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in 1925, all of which have gone down substantially as much ag the
St. Paul bonds. That is the general reason.

But without the general reason, the depression, or the cyclone, the
tremendous reduction in the gross earnings of railroads, the fact that
additiongl taxes were incurred, that wages were put up, that rates
wers reduced—in spite of that, if we had been permitted to put
through our eriginal conservative plan, the St. Paul would have been
$10,350,000 better off in cash and, in all likelihood, would today be
strong and still solvent. That was the sitvation as to what we were
trying to do with the 3t. Paul.

Lvery suggestion ever made by any of the opposition was that we
were too coenservative, but certwnly that was no reason whi it wenb
into the hands of the courts again in 1935,

For 2 years the result showed that those high fixed charges might
be justificd, bul from that time on there was a continual drop.

Mr. Lowenrman, Commissioner Bastman wained you belore you
put your plan through that il was not a practical one?

Mr. Hanaver. I you say so.

Mr. LowentaaLn. Do you doult me?

Mr. Hawaver. It depends on what he said. Commissioner
Lastman, I think—I am relying on my momory of 11 years ago—
objected principally to the income-bond idea. T do not remember

that he ever snid that the charges were too high, but atl that time, of

course, this agrecment had been made with all ol these security
holders. I am talking about our original plan, of this much-talked-
about

Mr. Lowenrran (interposing). Whatever his advice was, 16 did
not modify the plan at all, did not affect you?

Mz, Hawaver. T think by that time oll the securities all over the
world had conie in, and [or the next 2 years it looked as if il was all
right, but my argument at the time was that if the earnings were
there, they would get it on the income bonds. If they insisted on
making it a [ixed charge, the structure was not as strong.

Mr. Swamve. Senator Truman, we have got a long way from the
question asked about the procedure of putiing the property inte
receivership, and Mr. Lowenthal seid that if it was the bankers who
did it

Mr. LoweNTHAL (interposing). Mr. Hanauer’s phrase was that
anyhody elso would e & sharpshooter.

Mr. Hanaver. 1 did not say anything of the sort—that anybody
else was.  Mr. Shaw said that there might be sharpshooters.

Mr. LowenTaar. But you think a hanker might not be?

Mr. Hanaver. The banker tn this case was not.

Mr. Swains. The banker was cooperating with the debtor itself
to eflect an owner proceeding, just like the proceeding provided for
today under “77.”

In the Frisco case,1t is a matter of fact that the suit for the appoint-
ment of a receiver—and you may know about it, Senator, since it
was in your State—was brought in the State court. If you had a
State court receivership in each of the States, the result would have
been to break up that system, to break its unity into as many separate
railroads as there were States. So here the property, as Mr. Shaw
stated, wasin five circuits. The important thing was to try to get this
property under o single system i all five circuits. That is the reason
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why, under the archaic system which happily has been rendered
absolete by seetion 77, counsel, in order to protect the unity of the
venture and the entity that was there had to sce that those cases
were rendy and that the action should be taken in the Federal courts
in all the eivenits at once.

I sl nsimilar experience in connection with the Seaboard. When
the Senbonrd was placed in receivership, it was only by the grace of
God Lhnt wo beat a State-court receivership in one of the Carolinas—1I

linve lorgotten which— which would have broken up the Seaboard.

| sny that it is & fortunate thing that that practico has been mado
obpolote, but the idea that it is semething that was mysterious or
somoething that should be dodged, artfully or inartfully, is, if you will

pardon the expression, silly.  Let us be realists about it.  ‘[ho purpose
wiit Lo keep the venture ns an entirety.

Bonator Trusman. One of the things that bother me is why counsel
{op o receiver in this case should have to consult connsel {or the bankers
in this receivership as to whaot should be testified before the Com-
mission. That is what is worrying me right now.

Mr. Smaw. I con answer that.

senator Truman. Pleass do.

Mr. Seaw. The fact is this: That if T went on the witness stand I
could say, “I have been told by so-and-so thut this is a fact,”” which
would greatly oxpedite and shorten the matéer. Bue if T did not
know, lgwould have to get 1t [rom somebody clso.

1 should like to elaberate on this yuestion ol sharpshooters. When
you go through the reccivership of o great ratlroad property, cooperat-
ingr with the corperation itself, whatever the result may be in the futurs,
Lhnt is for the court to determine. Everybody is heard. If you get
i receiver appointed in one circuil and do not gek it simultansously
done in the other circuits, o lot of ereditors in the various States run
in and attach and make all kinds of confusion. They generally do it
ol becauso they thinl they would be any betier off that way, but
to be bought off.  The hankers’ plan is to go before the court, wherever
1l may be, and sock to preserve the corporate integrity of the eperating
proporty.

[t 18 the fellows whao try to brealk in, hold up, and blackmail who have
Lo be guarded against in o recetvership of this kind of property.
An effort was made to do it in Si. Paul.  One incident was that
pamehody fried to slap an atiachment on in Kansas, in the cighth
airenit, but fortunately the receivers wore in possession. They did
nol do it to collect the money any quicker; they did it to create
lronble,  They are what I call sharpshooters.

Mr, LownnTEAL. Your explanation was that the attorneys for the
datniv ey were writing the attorneys for the bankers to ascertain their
,||1'|‘|Il\f‘l'_ll('ll'h' a;s: to the testimony the attorneys were to give before the

LAV URLUURTEETER A A

M, Suaw. What difference does that make?  After all, this whole
tenlyvorihip went before the courts. The plan was approved by the
Wil i npproved by the Surpeme Court of the United States.
“’ il 8 ull the shouting about now? T cannoi gel it.

L TAv Lo, Mr. Swaine, in your latter to Mr. Shaw you referred
L o representing seeurity holders, which advised him in your
ol Clonld you tell us in what respect you thought Mr. Shaw
tight bo embarrassed?
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My, Swaing. That he might not know. _ o

Mr. Tavron. Could you not have avoided that by telling him in
the letter? ) o _

Mer. Swarwe, Well, T did not conceive it as my job to sit down
and prepare an elaborate memorandum on all the various points.
I was available to be called. The Interstate Commerce Commission
lmew of my participation in this matter.

Mr. Lowentran. Why was it necessary for Mr. Shaw to be con-
sulting you as to what Mr, Shaw should testify, or for you to advise
him what might be embarrassing for him to testify?

Mr. Swainn. When men who are friends discuss problems, thoy
are usually frank with each other, even though they realize that in
the future their letters may become public.

Mr, Lowextaan., More frank than with the Interstate Commerce
Commission?

Mr. Swarvg, No; I was available to be called, and I had frst-hand
Iknowledge. o _ ) o

Mr. Tayron. Continuing with the letter [reacding from “ILxhibit
Na. 1923"]:

Relerences to the bankers or their counsel shonld be minimised (and in this
conneebion it should not be volunteered that the New Yorlk mecting was alb our
oflice}, nol because Lhere is the slightest question as to the propricty of anything
that was dope, but beravse the sensation-hunters wonld give undue prominence
to any testimony affesting them and gel away from the true facts that the recciver-
ship had been determined upon independently by the company’s board of dirertors,
and when this determination had been made, counsel for the hankers enoperated
with counsel for ihe company (hoenuse of ihelr inferest In and responsibility
towarde the securitics) in working out the most efficient and Jeast disturbing
procedure for efiecting the reccivership.

Mr. Swarne, My prophecy has been fulfilled.

Mr. Tayror, Would you not consider thal the firsh sentonce there
is direct advice to Mr. Shaw as to how to testify in this matter, advis-
ing him to minimize reference to the bankers and not to voluntcer
Information? _ _

Mr. Swaine. He was not the first witness 1 had talked over testi-
mony with. _ )

My, LowenTtiaL. This happened to be the attorney lor the receiver
appointed by the court.

Mr. Tavvor. T offer lor the record two documents, one dafted
Mareh 19, 1925, and the other dated March 21, 1925, {rom the files
of Cravath, de Gersdoril, Swaine & Wood, which 1 should like to 1-9'::.('1.

This is from Mr. Shaw to My, de Gersdorfl [reading frem “Exhibit
No. 1924"]:

As you already know, Mr, Swatland is reburning to New York on the Broad-
way today.

In view of the fact that I have tricd through him to kecp you and Mr. Swalne
fully advised as to cvery detail which developed since I left New York on Sunday,
I have not written at length and, unless you desire it, will nol attempt to cover by
letior the various things that were said and done by everybody in connection with
the appointment. of the receivers.  He will undoubiedly fill in sueh gaps, if any,
as remain after he arrives here.

However, if there is anything respecting which either you or Mr. Swaine should
desire any detailed information coming from me personally, please do not hesitate
1o let me know.  In the meantime we stand ready to carry out—so far as we can—
any of your wishes in connection with the receivership,

And the reply from Mr. de Gersdorff [reading from “Exhibit
No. 1925"]:
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T have yvoue lotter of Marveh 19th. I have not yeb bad o chance to talk with
Switlnel, birl (nke this opportunity of saying that we appreciate very much
your attiticle i Lhe entire matter.

Senalor 'numan. The letters will be recaived.

("The lotlors referred to were marked “Exhibits Nos. 1924 and 1925
nnel nre included in the appendix on p. 7028.)

Mp Tavron, Would you nob say, Mr. Shaw, that that letter faily
reflooty fhit you felt that you were still acting os the representative
of Cravath, de Gersdorfl, Swaine & Waoad?

Miu, Buaw, In the first place, that is nol a proper infevence.  We
linve represented themn many times and hopo we will many times
:!nu:i':l- » hut we are not tho western representatives of Cravath, de Gors-
g,

Now, what is the reat of the question?

Mur Pavror. The question is, does if. not reflect that you were still
;Ili‘l-lllltfg s their representative?  Don’t you think the language infers
LG

Mr. Stnaw. T will not answor that. I you would try to get a pic-
ture of the whole situation instead of trying to picl out a fow little
words there and putting a nasty emphasis on, which T think you ave
infentionally trying to de, that picture was to preserve the unity of
Uiy property while a reorganization plan could be drawn as the result
of conlerences with groups of secuvity holders; and I eonsidered myself
an representing the roecivers in the reorganization of (his property in
noway satisfactory to all of the groups, 1 thought Mr. Swaine was in
touel with these groups, and that is the way I acted. I always
neted that way, and 1 am notl ashamed of it.

sonator Tnuman. Did Mr, Swaine represent all of the groups?

My, Snaw, o was drawing o plan of reorganization in conlerence
with all of the groups.

Mr. Swaine. At that time, Senator, I represented the only or-
panized groups.  Oppositien had nol yet developed, and 1 do not
thitk there was any confiicé between the groups which I represented
und the ultinately organized greups an tho questions which were
oceurting at thal time. Their action would bave heen entirely in
linrmony s0 far as tho institution of the receivership was concerned.
Wao mipht find later on

Mre. LowsnTaAL (interposing). Do you think it would be & nasty
Inlarencs for anyone to make, or an unfair inforence for anyone to
ke, when you were writing, as you did, on March 19, 1925, to the
B’ eounsel and saying “In the meantime we stand ready to
ey aul, 8o far as we can, any of your wishes in connection with the
Pacaivarhip.'?

M Biaw. Tt would be a very natural inference il anvone were
biying to smireh the situation, but it would not be a natural inference
ol siiyone who looked at what we were
“Huntnl-nr I'tusax (nterposing). Nobody is trying to smirch the
CLARNTIRATETN

L Baw, Senator, therejs o sneer in the sttitude of the fquestioner,
il contem i, nnel an atimosphere to make it appear——

etintor Piiman. No effort has been made to do any such thing.

M, Biaw, Then he might change the form of some of those
r}unnflmm. I will answer that question, No; I don’t think so, not
I nnybody knew the facts.
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Senator Truman. We are trying to get the facts now, whoever it
hurts.

Mr. Saaw. T¢ doesnot hurt anybody.

SBenator Truwan, We are going to get the facts for the benefit of
the Scnate.

Mr. Spaw. IHere was a situation where wo wore trying to preserve
a great property, acting in cooperation with groups whoe said they
represented all the different security holders.  After all, the whole
plan had to gel belore the court sooncer or later,

Mr. LowentrAL. Do you think it would be unfair to say that a
recelver's attorney, who wrote as you did on March 19, 1925, was
doing what a receiver’s attorney ought not to do?

Mr. Siaw. I think il would bo, m the light of all the circum-
stances, quite unfair—so unflair that I think il 15 unfair for you to ask
the question.

Mr. Lowextran, Lamsorry, Mr, Shaw. Idifler with you.

Mr. Siraw. Then you and I differ.

Mr. Tavnon. I ofler for the record, Mx. Chairman, copy of a letter
from the Gle of Cravaih, de Gersdorfl, Swaine & Wood, from Mr. Shaw
to Mr. Swaing, dated May 27, 1925.

Senator Truman. Tt will be received.

(Fhe letter referred to was marked “Exhibit No. 1926" and is
included in the appendix on p. 7028.)

Mr. Tavrow. Mr. Shaw, this was about 2 menths after you becama
counscl [or the receivers, May 27, 1925, was il no{?

Mr. Suaw. Idonot remember just when that was.

Mr. Tavior. The letter reads as follows [reading from “Txlhibit
No. 1926”]:

Mr. Strawn is writing you under separate cover touehing his call at the Inter-
state Commerce Commission’s office last weel,

Supplementing thal letter, we think that though the Reeeivers will undoubtedly
play & minor parl in the investigation by the Coimnmission, nevertheless they will
undoubtedly be there, and we think (subject, of eourse, to your approval} that we
should reprezent them al that heoring and that il may be helpful if we <o so,

T would like to ask Mr. Shaw again why it was relevant for you,
ag counsel lor the receivers, to act subject to the approval of Mr.
Swaine’s firm 1n determining the part the recelvers would play i the
investigation.

Mr. Sgaw. That has been answered tweo or three times. Mr,
Swaine's finm was engaged in drawing o plan of reorganization, in
conference with all the security holders, as we then knew them,
e were trying to worlk out a plan and were trying fo reorganize this
property as the security holders would want it reorganized. 1 was n
touch with their counsel. The reeeivers had been appointed at the
solicitation of the company and the sccurity holders. They were all
working a6 that time as 2 cohesive unit. 1t was a perfectly natural
thing for me to do, perfectly natural. I think it was quite proper,
and I have no apologies to make for it.

Mr. LowznTHAL. You mean that at that time, May 27, 1925, you
did not know that there were some security holders who were opposed
to uhn, Loeb & Co.?

Mr. Sgaw. Idonot think I knew it at that time.

Mr. Lowentaan. Do you think that might have made a differ-
ence?!

Mr. Saw. It would have depended upon what their objections were,
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Mr. Lownnriian, Do you think it might havo made a difference in
whether you would write such a letter to Mr. Swuaine?

Ne, Snaw, | am not going to indulge in whut may have happened if
pomoetbhing olue had happened.

Sennbor T'rusaw. Mr. Potter, did you know that your attorneys
wore golling nsbruetions from the attorneys for the bankers?

Mo, Poreiie. No: T did not know that.

Sonntor Trumay. Would you have approved of 15 if you had known
i?

Mr, Porror, Well, I do not know. It scoms to me, sitting here,
that the whole picture perhaps is nob quite graspord. Mr. Swaine’s
{irm wore sounsel. Tverybody looked forward to reorganization. In
tho menntime the court appointed recelvers to protect the property.
T'he court wanted Shaw o handle the legal matters for the recetvers.
Hlinw hind been ealled in at an earlier stage by the counsel for Kuhn,
Loolh & Clo., and thoy had s goril of relationship in the reerganization
wnd perhaps to it.  The whole thing was a cooporative, constructive
nebivity in which I presume no sharp lines weve drawn.  Undoubtedly
tho receivers hoped that a constructive reorganization lnally would,
bo developed. Ivervbody was working on il.  Undoubtedly tho
rocoivers would have liked to have their counsel ¢ooperate and be
helpful in any way they could. T think it was a general eooperative
nelivity, in that cverylbody was trying to act to an ultimately desir-
able ond.

Bonntor Trusan, It would be just as well, then, 1f the court had
nppointed Kaebn, Loch & Co. as receivers.  Procend.

Mr Tavnor. T want to call ationtion to one mabter in connection
wilh the letter duted May 27, 1925, which bhas just been offered for
tha record.  That letter reads thus [reading from “Ixhibic No. 19267]:

Hupplementing thad letber, we thinlk Lhal thowgh the receivers will undonubbedly
plivy o riner part in the investigation by the Commission, nevertheless they will
undoubitedly be there, and we think (subjeet, of course, 1o your approval) that we
should represent thent at thal hearing and that it may be helpful if we do so.

Inve you a copy of that helore you, Mr. Potter?

Mrp, Porrer. T have not vend it

Mur. Tayvor. Do you think that the activities of the bankers or their
cutinnel, in connection with preparing o plau, had any relevance to
whul you or your counsel would do in connection with the Interstate
Clonimeree Commission’s investigation? Do you think there is any
tonion why the bankers’ counsel should have been consulted on a
iinbler of this sort?

My, Porrer. T do not see any. As I veeall that situation, this
ivestigntion was regarding matters which took place prior to the
toesivatship, I do not remember that the receivers were in it.
Ll ot vermomber that T gave it any atbention at all until T was called
U Lo tenlily us to the condition in which I found the property, aod
we boowhint | understood to be necessity for the receivership. I donot
poondl thil wo ns rvecoivers were interested in that invesbigation o
Pt ol

M. Pavion, Continuing with the leiter [reading further from
U0 Ldds No, 10267}

i Wl otlior hand (subject, of course, to your approval), we do not think that

oliligre Lhe pecalvors or ourselves should be burdened with the responsibility of
o bl g bhe past listory of the St, Paul Railroad,
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Do you recall, Mr. Potter, whether Mr. Shaw consulted you on
whether———

Mr. Porreg (uterposing). I do not recall that he cver did; no.

Mr. Tayuon {reacding further from “TExhibil No. 1926”);

That we think should be done by Mr, Dynes. We say Mr, Dynes, because he
was former general solicitor of the company and was for years in charge of ite
trm_,l work. Prior theveto he was for years a well-known brial lawyer in the City of
Chieapo.

Skipping to the next paragraph [reading]:

With referenee fo the place of hearings belore the Commission—If phese hear-
ings should unfortunately be pressed this summer, don’t you think it would be
better o have the hearings in Chicago rather than in Washington?  Washington
ig an ungodly hol place in the suwmmer time, as you know. If the hearings take
place in New York, vou are likely to be confronted with the same emborrassmaents
that avose with respeet 1o counsel immediately after the appointment of Receivers.

Do you recall whether Mr. Shaw consulted you ag to whether you
would prefer to have the hearings in Chicago or Washington?

Mr. Porrer. Ido not recall that he did. ” 1 do not know of any rea-
son why he should, hecuuse 1 did not feel wo were interested in the
hearings,

Mr. T'avron, Do you know of any reason why he should have con-
sulted Mr. Swaine aboul thal?

Mr. Porrrr. No.

My, Tavrnor, Mr. Swaine, may T ask what he means by his refer-
ence o “cmbarrassments that arose witll respect to counsel immedi-
ately alter the appointment of receivers”?

Mr. Swainz. [hnve not the slightest idea. I you have anything
that will refresh my reenllection, perhaps T can answer.  That phrase
iz meaningless Lo me.

Mr, Uayvor (reading further from “Iexhibit No. 1026"):

With these sugpestions we hold oursclves ready to acquicsee in any decision that
you make in the premises and to be as helplul as we enn, whatever you may decide,

Wr. Chairman, I also offer [or the record a leiter dated July 16, 1925,
from Mr, Shaw to Mr. Swaine, reading, In parl, 2s follows [reading
from “Exhibit No. 1927"]:

Ernclosed herewith T hand you an article which appeared upon the front page of
the Chicapo Journal of Commeree of this date,

This morning [ ealled General Brundage over the ’phone and asked him if he
had seen the artiele and if it were true that the receivers had employed br.
Hughes to support the Potter plan ai the rate hearing.

Senator Troumay. The letter will be received.

(The letter referred to was marked “Tabibit No. 1927" and is in-
cluded in the appendix on p. 7029.)

Mr, Tavron. May I ask whether just prior to this letter you had
promulgated the fivst draft of the Potier plan?

My, Povrer. What is the dato of that letter?

Mr. Tavvor. July 16, 1925.

Mr, PorTeR. I have read this Jetber.  Now, what is your question?

Mr. Tayron. The question was whether just prior to this letter
the Grst drafl, or whatever you might call 1t—mnotl the final embodi-
ment of i, but the initial draflt—had been published?

Mr, Porrer. I prepared the memorandum which I have before me
dated June 26, 1925, which explains what is now referred to as the
Potter plan. That, I think, was distributed around a bit for general
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consideration, There was a good deal of conbroversy regarding it.
Taber in December T prepared another plan in which I dealt exhaus-
tively with every objection that I heard made Lo the Potter plan, So
that cansideration of the Potter plan I presume started in June 1925,
Dhaes thut answer your question?

Mr, Tavronr. Yes. Might 1 ask if abous the same time thatl the
Potier plan first came out there was an application by carriers for a
ralo increase for which Mr. Hughes was retained to represent the
receivers belore the Cornniggion?

Mr, Porren. Yes.

Mr. Tavvonr. That was Charlos Tivans Hughes?

Mr. I’orreEr. Yes.

Mr. Tavyror. Continuing with the letier [reading from “Iixhibit
No. 1927":

S

That means Mr. Hughes—

gaid that he knew nothing about his employment to supporl the Potter plan, hut
that late logt evening Mr. Byrap had cdled hiim (Brondage) over the telephone
and that he (Mr, Byram) had saidd that Ilubin, Loeb & Company, Mr. Feker, and
Roosevelt and Sonus had ull joined in requesting the Reccivers to employ Mr.
Iughes 1o represent the Receivers in the hearing Lefore the Commission at which
the question of o general advance in rales is to he heard and deterroined; that
upon this representation to him hy Mr. Byram Le (Brundage) had immediately
aequiesced in the enployment of Mr. Hughes. ]

I am sending you thiz information because we would like you o know ihe
natnre of the publicity given here and we would also like to know just whatl your
ndtitude and the atlitnde of Kuhn, Loch & Compuany iz in the matter, to the
ciid that we may conperate in every wauy in the furtherance of your wishes,

I would like to ask you, Mr. Potter, whethor My, Shaw consulted
you on the question of the scope ol the retaining of Mr. Hughes?

Mr. Porrer. No.

Mr, Tavror. He did not?

Mr, Porrer. No. ‘ _ _

Mr. Tavror. I would like to ask Mr. Shaw why, in this case, ne
found it desirable to consult with the attorneys for the bankers with
roforence to the scope of that employment? _

Mr. Snaw. The samo answer stands for that as it does for any of
tha othor questions along that line. Tt is tho point of view. Itisa
pleture. 16 vwas & perfectly proper thing for me o do, in my judgment.
Al nuy rate, I did 16, snd I would not have done 1t if I thaught il was
Hupraper. . .

Mi, Liowsstaar., Would you think it was more appropriate to con-
il your own clients than to consult Kulin, Loeb & Co. or their law-
vt )

Sl Hiaw, Well, T will let you make your inference as you want to
phiond the npproprintencss.  After all, that has nothing to do with this
OIS

Sanator Teostan, Proceed.

Mo Uavuon, Mr. Pottor, can you suggest any reason why Mr. Shaw
Wil hinvo conpulted the attorneys for the banlers on the question
ol smploying Mr, Tughes?

My, Povruir. No. , _

My, Stiaw. As a matter of fact, T did talk to Mr. Brundage, Mr.
Potter swas in Now York., Bvidently I did talk to General Brundage.
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But that would not hgve made any difference. I would have written
the lotter anywuy.

Mr. Swarne. Tho situation is this. The Western railroads had
filed an application for a rate increase. All the {actions in the St.
Paul agreed that the St. Paul’s interest in the situation might bo differ-
ent from the situation of the roads genevully. You will notice that
the oppostiion jolned with the groups which Euhn, Loob represented
in suggesting to the recelvers that in thig matter it was of great impor~
tanco to the venture that Judge Flughes shouwld be employed to ropre-
sent the receivers.  The pecople who wero the ownors ol the property
were siugpesting (o the court’s custodian that they would like to have
their interest protected by the man whom they regardod as rotained
to protect their special interest in that rate procecding.  "That was why
the suggestion was made. It was made to one of the receivors,
namely, to Mr. Byram.

Mr. TavrLor. Mr. Swaine, the question raised in this letier 1s
whether Judge Hughes should be employed to support the Potter plan
or employed to represent or enrry on the rate inerease, is ik not?  That
is, Mr. Shaw callodl to your attontion an inquiry in which it is statled
that Mr. Hughes was going to support the Potter plan; and the
question is whether thal was an aceurate staterwont or whether he
swas really representing

Mr. Swarnzs {interposing). 1 think that quostion was divected to us
from this standpoint. One of the guesiions on which the interests of
the St. Paul might vary fromn the interesis of the other railroads in the
same territory wae this very question of the Potter plan; sud as vou
will doubtless develop through the other eorvespondence which you
have taken from our Niles, there was a good deal of dilference of opin-
ion, 83 to the Potter plan, and the security holders whom we wore
acting lor, 08 woll us the security holders in the Rooscvelt group, were
oxceedingly anxious not to have a controversy over the Potter plan
destroy the possibility of getting any vate ncrease at all.  Weo were
very learful that in this controversy, which arose among railroad
execubives, the main objective would be lost sight of, and thal is why
we callad Judge Hughes in as an independent person; and I have no
doubt that is why Mr. Shaw asked me whether Judge Hughes wasg in
there to represent the intorests in getting a rate incrense or was he in
there representing a particular philosophy of rato ineresse that was
embodied in the Potter plan.

Does that answoer youwr question?

Mr. Tayror. That s just my understanding, I would like to
further ask whether, on thal question which you have very clearly
stated, you know why Mr. Shaw should have regarded your wishes
or the wishes of Kuhn, Loeb & Co. as governing on him in the mutter?

Mr. Swamns, Yes, DBecouse it was the security holders who had
mitiated the retention of Judge Hughes,

Mr. Tavvor. Who retained him?

Mr, Swaixe. The recelvers.

Mr. Tayror. Should he not have been governed by the wishes of
the reccivers?

Mr. Swarnvu. The receivers should be governed by the wishes of the
gecurity holders, because, after all, they were the real owners of the
property. The receivers knew and the court knew that the group, for
which we were speaking, represented at that time, it is my recollection,

&
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the subsiantinl majority of the bonds, and it scemed to me that the
people who had nsuhstantial majority of the bonds were the sub-
stantial owners of the property, and that there was no impropriety
in their snying to the receivers, “Wo want you to take an atfitude
thus and #o on the problem of rates, because it 18 going to affect our
ability to onrn our interest.” _

My, LowiNeiat, Let me ask Mr. Hanauver ot this timo, did Kuhn,
Loch & (o, 08 & firm, own any St. Paul Railway Co. sccurities, any
whantuonyor? _ )

Mre, Hlanausr. I testificd to thal before. Fleven years is o long
time, Wo owned no St. Paul securities during the pertod in which
(i wan lingb discussed, until after the plan was promulgated. It
mny e that after that, wheo everything was public, we may have
hought pome, I do not know whether we did or did not.  Bub my
enthimony before the Senato conumittee and the Interstate Commerce
Cloniimion on. the subject was correct, and you can put it mto this
pocord il you like. _ _ _

My, T'avnor. My previeus question I want to ask in o little dif-
foront way. Assuming that il wrs quits proper for the sccunity holders
lo present to the receivers whatever their views of the scope of Judgo
[{uehes’ employment shonld be, is it not clear that Mr. Shaw’s respon-
uibility was to take directions from the receivers and not from you?

Mr. Swarne. I do nol think he was taking directions. 1 think
you are reading into all these letters more than My, Shaw intended to
ulate, and certainly moro than I ever got out of them. All E got ou
of those letters was just courtesy toward tho people who represented
i lprgo block of seevvities, and he was trying to ind out what they
winbed. T have done exactly the samo thing when I have been in
tho situstion that Mr. Shaw was in, representing o recciver. I have
(ried to find ont what the principal sectnity holders wanted. T'hab
i whnt I thonght Mr. Shaw was doing. T still do not think that
Mr. Shaw was taking directions [vom me. I thinlke ho was fvying to
(ind out through me what tho security holdeis for whom I was acting
winn bol.

Mr, Tavnor. It is my recollection that a number of these lotlers
anel in somewhat similar fashion. Do you think it is o fair inferenco
{vom the phrasing of & number of these paragraphs that Mr. Shaw
wi excoedingly likely to take your views of these subjects?

Mrp, Swarne. I think it was proper, under all the circumstances,
fhint he should, because we represented the large security holders.

Mp, Tavronr, Fle did not represent the Jarge security holders, did he?

M, Swarwe. He represented the receivers, Bui, after all, the
pielyor were dealing with the property interests of the large security
liodidorn nnd, I should think, might [airly well give some offect to their
Withen, ad lonst—not controlling effect, but some effect to what the
soeilby holders might want. And when Mr. Shaw says, “1 will try
{0 (i oyvorything in furtherance of your wishes,” I always read that
uh wibjoot o the qualifications thai the wishes were something that
Wile nnh inconsistent with any instructions he might have from the
UG :

My, Lownnaman (interposing). If T said to a man, “T stand ready
fo aurey oub, so far as I can, any of your wishes,” that goes quite a
wiyn, doos it not?

LEERRE i ——pt, 18 -—-
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Mr. Swarng. “So far as I can’ carries with it the implication that
everything that [ ask is consistent with what he thought wise at that
timne.

Mr. Lowenruan, But “subject to your approval.” My! I should
say that was subject to the approval of someone in position to order
or to veto.

Mr. Swarxz. Noj ¥ think you are giving undue weight——

Mr. Lowenruan (interposing), To the ¥nglish language?

Mr. Swawe, To Mr. Shaw’s disposition to be courteous.

Mr, Lowextran. I thore Lhad been security holders, to Mr. Shaw’s
lnowledge, who were opposed to Iuhn, Loob on any of these matters,
do vou think it would have been appropriate for Mr. Shaw to write
guech letters to you?

Mr. Swawwrk, Yes; il they had represented o majority of the se-
eurity holders.  He would not have been writing these letters to e
if I had nol been ropresenting a great majorily of the security holders,

Mr. Lowunruan, You do not think the fact that Cravath, Hender-
son & de Gersdorff had ealled Mr, Shaw into the case originally had
anything to do with the matter?

Mr. Swarxu, Yes; I think it had something to do with it, of course.

Me. Taveon. | offer for the record copy of an original letter from
tho files of Cravath, de Gersdorll, Swame & Wood, dated July 20,
1925, from Mr. Shaw to Mr. Swaine, reading as {ollows {reading from
“Thxhibil No. 1028"7):

Thiz morning General Brundage returned from New York.

e tellr me that both ¥r. Potter and Mr. Byrom told him that Mr. Hughes
had been cmployed Lo presend solely the “Potfer plan’” to the Cownmiszion.  As
this staternent was so dillerent from the facts as 1 understood you to give them
to me over the telephone, T thought vou oupht Lo know it.

I'or your pevsomd pernsal T enclose herewith copy of o lebber From Mr. Publer
to Mr. Muehes, which Mr. Brundage senl to me.

With repards and Loping to he back on the job in the carly autumn, I am

Senator Truman. The letter will be received.

(Ihe letter referred to was marked “Exbibit Ne. 19287 and is
included in the appendix on p. 7030.)

Mr. Tavvor. T also offer a letter dated October 9, 1925, from Mr,
?hm&(f_} to Mr. Swaine, re Binkley Coal Company v. C. M. & St. P.
Ty Clo.

Senator Trusan, The letier will be received.

{The letter referved to was marked “Exhibit No. 1929” and is
included in the appendix on p. 7030.)

Mr. Tavror, May I just ask whether, in aboutl October, the so-
called Roosevelt committee petitioned Judge Wilkerson to be allowed
to intervene as parties in the action?

Mr. Swaine. I de not remember the date.

Mr. Tayror. Sometime just s few months after the receivership?

Mr, Swainn, Somewhere between March and November 19,

Mr, Tavror. This lettor reads as follows [reading from “Exhibit
No. 1929”):

Herewith copy of the petition for leave to infervene In the foregoing case, filed
this morning.  As I stated o you over the 'phone, the matter is now seb forargu-
ment belore Judge Wilkerson on Monday the 19th, at 2:00 . M. T am under
persanal promise to advise the petitioners some time after Tuesday of next week
whether there is any intention of opposing the petition or not.  As a result of our

telephone conversation this morning, unless T hear from you fo the contrary, I
will 80 advise them, say, on Thursday of next week.
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In the interim, I am expecting to hear from you on Monday, Tuesday, or
Wednesday of next week as to what your judgment is as to the posilion which
the Receivers should take, and I assume you will by that time have learned from
the repregentatives of the complainants in the foreclosure suits as to whal posi-
tion they will take, I assume that Mr, Judson, represcofing the unsceured
eriglitors, will be very glad to oppose the intervention, and that the counsel for
tiie defondant will do the saine.

Mr. Shaw, do you recall on what basis you wssumed that Mr.
Judson would be very glad to oppose the petition [or Intervention?

Mz, Seaw. I do not reeall thatl now.

Mr. Tavvor. How did Mr. Judson bappen to be in the cnse, and
who was he?

Mr. Suaw. He was substituted as counsel for ihe complainants
when we retired from thal position.

My, Lownrxtrnan. As 1 understand it, your successor as abtorney
for the plaintifl you assumed would oppose the petition of the com-
mittee for intervention?

Mr. Suaw. Thal is whai T gaid in that letter.

Mr. Lowenrnac. Did you oppose the petition?

Mr. Suaw, My recolloction 13 that the receivers did not tnke any
position with respect to the intervention. That is my recollection,
unless something appears differently n the record.

Mr. Lowestaan, Ls that your recollection, Mr. Swaine?

Mr. Swamnz. I do not reeolleet whether the receivers took a posi-
tion or not.

Mr. Tavionr. T also offer, Mr. Chairman, lor the record, a letter
dubed October 10, 1925, from My, Swaine to Mr. Shaw, which I will
not read unless you wish me to.

Senator Truman. 16 will bo received.

(The letter veferred to was marked “HExhibit No. 1930”7 and is in-
cluded in the appendix on p. 7030.)

Mr. Tavyror. T also offor a letter dated October 12, 1925, from Mr.
Shaw to Mr. Swaine.

Senator Truman. 16 will he received.

(The letter referred to was marked “Iixhibit No. 19317 and is
inchided in the appendix on p. 7031.)

Mr. Tavoor. I also offer a copy of o Western Union night letter
friomn M. Shaw to Mr. Swaine, dated Cetober 29, 1925, reading as
follows [reading from “Exhibit No. 1932"]:

Iopenthal finished his presentation—

[l wnu counsel to the Roosevelt Commitiee?

M1y Bwaine, That is my recollection.

M T'avion (continuing reading):

Wononibhinl finished his presentation just as eourt adjourned this afternoon.
Ol counsel will be heard tomorrow Triday. Nothing new developed ab
Lonliny 'n Ll'lu'llur, exeept that Rosenthal used the privilege of the floor to make &
wlidund nbitnel upon the reorganization plan.

Llbee thot night letter in ¢vidence, Mr. Chairman.

U' tbot T'numan. It will be received. _
E‘ 1 |lglll. latter rolerred to was marked “Kxhibit No. 1932"" and 18
I YJNJ i Lhe nppendix on p. 7031.)

Ny Tavnon, M r, Swiaine, the plan referred to there is undoubtedly
}Jlli ;,{LII-[ protlgated by Kuhn, Loeb & Co. and the National City
(o himlmul'l'm'l.?
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Mr. Bwamne. T assume so.  You will noto that one of the lebters
that you did nol read said that the reason tho intervention should be
opposed was thal the sole purpose of the intervention was to hold up
the proceeding and prevent the entry of a foreclosure decree; ! that it
was, n our judgment, not an intervention designed to move the
proceecding along, but it was an intervention designed to obstrict the
proceeding.

Mr. Lowentran. Might 14 be put differently, that thoy might try
to iniorvene to prevent the bankers from moving it along their way?

Mr. Swamne. No; T do not thinlk it would be fair to put 1t that way.

Mr. Lowexraar. You do not think so?

Mr. Swarxe. No; becaunse the movement thal we were trying to
take was o movement that was in overybody’s interest, to get the
issues adjudicated and to be ready; and ihis in ne wny operated to
keep the opposition from opposing itsell to the plan itself.  What we
were trying to do then was to get the preliminary groundwork dono
for any plan, whatever plan that might be, and to gel 1t out of the
way and got foreclosure decrees entered.

Mr. Lowrntmar, Although the opposition pointed out thot the
Kuhu, Loeh plan ought to be considered as to its fairness or unfaimess,
soundness or unsoundness, ot an early stage of the receivership, and not
alter you hod taken a number of technical stages which the opposition
claimed would help Kulin, Loeb to pull their plan through?

Mr. Swarne. The presence of & decrec would have helped Roosevelt
just as much as it would anyone clse. In other words, had they
represenied a majority of the sceurities, the presence of a decivo would
have heen just as helpful to them as tous.  In other words, we had to
have theso matters adjudicated.  You bad to have your loreclosure
decrces before ithere should be any plan,  Their attiiude was solely
one of abstruetion,

Mr. Lowrntiian. Thev did not agree with you on that?

My, Bwarvm, 1 think they did. T think they were suofliciently
realistic about this that they would have agreed that Cheir sole pur-
pose was to prevent the entry of o foreclosuro decree.

Mr. Lewentuan. To help your plan go through?

Mr. Swamne. To help any plan go through, because they wanted to
chstruct,

Mr. LowenTiaL. The Jemeson committoe felt the same way?

Mr. Swarne. T think so. At that particular time I do not konow
whether the Jamesen Commistee had been organized,

Mr. LowenTaat. You do nol remember that their briels said the
very opposite of what you are now saying?

Mr. Swainm. T think the Jameson committee was not organized
until November 5.

THE LETTER OF OCTCBER 29, 1825 FROM MR, CRAVATH TO MR. SITAW

Myr. Tavvor. Mr. Chairman, [ offer for the record carbon copy of o
ietter {rom the files of Cravath, de Gersderff, Swaine & Wood, dated
October 29, 1925, entitled “St. Paul Reorganization.”! The Jetter is
initialed “P. D. C.”, and there is a reply directed to Mr. Paul D.
Cravath.

He is senior partner in the firm, Mr. Swaine?

+ Hee Y ixhilbit Ne. 1030", appendix p. 7030,
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My, Swainm, Yes. . i

Senator Truman. The letters will be rgccx_w;d. .

{('The latters referred to were marked “Exhibits Nos. 1933 and 1934
and nre ineluded in the appencix on pp. 7032-7033.)

Mr, Taynow, The letter to Mr. Shaw reads in part as {ollows
(ronding from “Exhibit No. 19337):

i el In Blie Times this morning the enclosed account of M. Rosenthal’g. silly
albnok on the Kuhn, Loeb-National City Comp{x.ny Plan for the reorganizaiion of
fhe B, Paul eailrond.  This attack, of course, is wholly ireglevant and T assume
will o no treated by the Court.  On the other hand, T am very anxious that the
courh mhonld get no wrong notions of the comparative merits of our plan (which
[ will onll for brevity the Present Plan) and the so-cilled Roos:cvgrlt Plan. ]_vgzry
siieh hope, therefore, that you will somelime take an oppqrtnmty gf explaining
the subjoet to the court. To that end I enclose for your nlormation: ,

{n) 'I'he pamphlet containing the announcement of the Nondholders’ Com-
wilitoe of which George Th. Roosevell is Chairman, setting forth the terma of ihe

noepevelt Plan;

i (I“:I)I ‘:J.‘Iti:c circ{ﬂar of onr Bondbolders' Commitlee painling oub the weaknesses
of this plan and the superior merits of the Present, Pln-n'; . .

(¢) A similar eireular issucd by the two Stockholders (»m;mu{;tecs:. -

() Some materinl vegarding the genesis of the Rooscvelt Plan f_\,nd he purposea
of Mr. Roosevelt and hig sssociabes, which T distated os n_gmdc in preparing
allidavits for use whew necessary in opposition to the application of the Rooseveld
Sinckholders’ Committee bo hecome parties to the foreclosure suit.

There follows, which I will not read unless you request——
Mr. Smaw. I think you ought to read it. _

Mr. Tavnor. Shall T read the wholo letter, Mr. Chairman?
Senator TrumaN. Go ahead and vead L. ,
1Mr. TayLon (continuing reading from “Exhibit No. 1933 ")

ill see by reading these papers, ih is the Roosevelt Plan and not the
Prgssegfli“l‘gnlwhichjlzruciiiespt.hc ﬁi‘-U([:)kholflct’s. While :1-_pparcni}13:f the arsessment
is mueh larger under the Present Tlan, on analysis the dillergnee is pompm-atnvgly
small. The Roosevelt Plan erucifies the stockholders by creating new prior
aunital charges equal to about two per cent upon the comunon stock and glso by
enntemplating that the Govermment debt shall be paid out of carnings al the rate
of nhout 5,000,000 o year for eleven years beginbing about four years henaoc. .

Apparently George Rooscvell has manetvered Il_lmsel[ into a strange position.
Phe real interesh of his firm and of his associates is in the common stock, of which
necording to the petition of their Stock holders' Cormmitiee, they ho_ld about 180,,000
ahures, mostly eowmon.  All of their private attempts to modify the Present Plan
wore in the interest of the stock, but George Rooscvelt’s ambition prompted him
{o nooept the chairmanship of the Bondholders® Committee, of which his asso-
¢lnbes nre bondholders having no thterest i the stock.  He was, thcml'orc,“fnrced
by fhe logie of his assoeiations on this eonmibiee, to put out a so-called Bond-
fuoditer’ Pian” which is injurious to both classes of gtock aud ruinous to the common
bl . Lo

Of oourge, the stockholders’ Committee which he organized and which is made
wi af Bl frlends and neighbors, could not possibly approve bhe Rocsevelt Pls.nl.
Whisy hve therefore announced, as you will see from the enclosed acl\-'ertxs_cmcnt,
il thoy nre committed to neither $1an, but arc simply seeking to represent

ok hiolders in the foreclosure proceadings, X
. Homunt nlwnys be borne in¥nﬁnd t-hng.t while the Present Plan is called the

Lilsiy, Lowly Nitional City Compauny Plan and they are the Rcorgamm.tmn
p\huumnm, tho Plan was the outcome of profracted negotiations by tl}I‘EBTLULﬂ-
Wilbbon tepresenting respectively bonds, preferred and common stock. 1 “hose
e bindlonn wore conducted at arms' length, with great thoroughncs's anc sgmg—
l e Wikl peelmony.  The resalt was an r}greement on a Plan which iz fair to
t Wby el which has withstood criticism and attack remarkably wclll_; 4
1 ’ul W annot be said of the Roosevels Plan. It was evp?ved by a ond-
llern dlr(llmlhl.nn which did not negotiate with any committee representing

i nll:nmh. e ronnlt s o plan which destrovs the hope of the common ist;ock

L b oty benefiting the Lhondholders from their point (‘Jf view ns mv‘ea.tors.

A u]‘tfglf tu poluge tha apparent assessment the Roosevelt Committoe asks the
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bondholders to consent to the extension of the Government debt without adequate
provision for its payment, aod offers them the contingent interest, in earnings
equal to three-quartees of one percent, which is go far off in the future that it
does not interest scusible bondhaolders, who are ehiefly conserned in the securit
of their investment and fthe stvength of their company. To make this result
possible, sacrifices ave luid upon the stockholders which greatty reduce the value
of the preferred stock and make the common stoek almost worthless excepl for
voling purposcs. It is very doubtiul if the participation of the comman stock
under the Roosevelt Plan eould be underwritten,

Tt must alsn he borne in mind that when the Present Plan was formiulated bobh
the Preferred stock and the comunon stoelk was selling at a very muell lower price
level than now.  The announcement of the Plan at once pul up the market valio

of the stock, & movement which was encouraged by the heavy buying of the
Roosevelt Group.

I think that these briel ohscevalions and after perusing Uhe efreulars, you will
hnve the situation clearly in mind and will be in o position lo explain il to the
Court and to Receiver Brundage, which Thope you will do ai an carly opportunity.

And the reply, Mr. Chairman, which T have offered for the racord,
dated October 30, 1925, the following day, reads as follows [reading
from “Lixhibit No. 19347]:

The matter mentioned in your letior of Qctober twenty ninth has heen attended
to Stop Will probably he in New York Tuesdey or Wednesday and drop in to see
Fou.

T would like to ask Mr. Shaw in what manner he attended to the
matter mentioned in Mr. Cravath’s letter of the previous date?

Mr. Suaw. I do not recall.

Mr. Tavron, I would like to ask Mr. Swaine il he has any recollec-
tion of his own, or through Mr. Cravath, as to how Mr, Cravath
expected these documents and the arguments in that letter would be
explained to the court and to Reeciver Brundoge?

My, Swarnr. I have no reeollection,

Mr. Tavrow. Mr. Chairiman, the stafl of the commiites has in-
spected the records of the argument on the't petition, which T helieve
took place on the three days, 20th, 20th, and 31st of October, and
have been unable to find any argument of Mr. Shaw prior to the 31st
ol October, which is the day Tollowing the telegram which states that
the “matter mentioned in your letter of October 29th hes bocn
attended to.”

Does that clrcumstance, which i3 subject to check by you, of
course, in any way rclresh your vecolleetion as to how the matter was
presented to the cowrt?

Mr. Suaw. What circumstance?

Mr. Tavrnonr. The circumstance thalt yvou do not seem to have
argued before the court, in open court, until the day following that
telegram.

Mr. Suaw, Not at all. My recollection is still subject to correc-
tion il there is anything of record to the contrary, that I came to the
conclusion that in o dispute of that kind the receivers had no busi-
ness in the matter, and 1t was left to the plaintiff and the defendant
and such other persons ag had a right to address the court. That is
my recollection.  1f there is anything to the contrary, 1 hope you will
call my atlention to it before L close my answer,

Mr. Tavrow. The only thing to the contrary, Mr, Shaw, is the
telegram in the record saying that the matter suggested by M.
Cravath has been attended to.

Mr. Saaw. I have no independent recollection of what took place
11 years ago, Lf it was attended to i€ was attended to. That is all
1 know about it.
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Mr. Tavnon. There is nothing in the record of any argument befors
the court on thoese days which we bhave found which ‘dlsclo'ses_ any
steleant by you 13(1?1 the (,iourl, in open court prier to the 31st, which is

vilay [ Ang that telegram. ‘ o
M1[.“%((-II:I:LVLcE;"I'll{‘j;:;l;flgm. Gnntlgmeu,_l am not interested in criticlzing
individuals, but T am interested In crificizing proctices wlich IT\]EI?’\]JJ&
wrong. I have gone into tlus thing pretiy i_;horoughl}r, .z.m(l 1 think
1 know what my conclusions arc, and 1 am going to regd them to you.

In this case wo find practices that arve thoroughly wrong. T]}e

atiorneys for the receivers aro supposed to be entirely D}Gutl'i’tl il ‘Lo
perform their services as il they were the judge himself. They dn,}n;:,_
in faet, the agents of the court 1n these big recciverships. And let
me sue that when we had Mr. Thompson on the gtand s_eveml weeks
aro hie was very particular to sce that everything was ethically ca.l.'.nc_d
out in the Missouri Pucilic receivership. In fact, he had ong ol ]1.15
wttorneys investigabed by the Bar Association of St. Louis hmmuso he
lind instructed some witnesses ?n the Op‘;ﬁ)swe side of the fenco to
Lestify in o certain way hofore this committee. _ o
tmlt;bblgls ﬂcase, irwolv}ing a vailroad with approximately 700 million
dollars of assets, one of tho biggest railroads in the wholo G_Ountry, th‘q
attorneys for the rcceivers wrote to the attorneys fo;‘ the ba]{lkmb
agsuring them ithat tho attorneys for the Ioeelvers stood ready to
carry oub any of the wishes of the bankers’ attorneys m conngactl_on
with the receivership, and desired to cooperate 1n every way 1 tho
furtherance of the wishes of the bankers’ attorneys,

To me this is & shuching disclosure.

j‘v';Jr.I Cravath, the banlers’ attorney, wrote to Mr. Shaw, the re-
coivers' attorney, whom Mr. Cravath had brouglit mto this _re_ccwmil-
ship case, and asked Mr. Shaw to go to the judge and eriticizo (t\‘w
reorganization plan preparved by opponents of Kuhn, Loch & 0.
Mr, Cravath really ssked Mr. Shaw o gel across to the ]11§_lge, pri-
vatoly and secrelly, the fact that the Kulm, Lo?b reorganization plan
was & 2ood one and the Roosevelt Commitiee’s reorganization plan
wis 8 bad one. Lt is not consistent with ideas ol justice and fﬂ,.l_l'
denling that one side to & fight shall be allowed to plead ‘l_tS case 1311]1-
virtely and secretly belore a judge through the medivmn of theoretically
neutral receivers and their counsel, while the other side 1s abscnt u.,_n‘d
uttorly nnable to defend its interests. 1t 1s an utterly wrong pmct;;,e

whiclh, if employed in receiverships in general, may well oxpl_a.m._t 18
dominance of New York bankers and the fact that the reorganizations
they hinve been able to push through the Federal cowrts have so often

W po unsound. _

g \’I\-'ll:l find in this record a third circumstance, one relating to the
Intominte Commerce Commission’s investigation of the St. Paul re-
oolvorship,  Mr. Shaw and Mr. bwaine conduct correspondence 1
which My, Shaw is trying to find out just how far he shall go 1n te}l1ng
tho (ets (o the Commission.  Mr. Swaine is really coaching Mr. Shaw
in this correspondence, telling him not to veluntoer information, telling
him what shall bo minimized, and so on. o

Theso (wo lawyers are lawyers actively engaged in railrond reorgan-

izations before the Interstate Commerce Commission. It is their

duly to give the Commiission, when it 1s conducting an investigation,

all tho faets in their possession, not to be trying to work out some pro-

pram which will give it only a partial picture of the truth.




INVESTIGATION OF RAILROADS, MOLDING COMPANIES
AND ATFTILIATED COMPANIES

TUESDAY, DECEMBER 7, 1937

UNITED STATES SENATE,
Svecommrrrer or CoMMITTEE oN INTERSTATE COMMERCE,
Washington, 0. C.

The subcommittee met at 10 a. m., pursuant to adjournment on
}vestcrday, in room: 412, Senate Office Building, Scnator Harcy S.
Lruman presiding.

Present: Senator Truman,

Present also: Max Lowenthal, counsel to the committes; George
Rosier, Sidney J. Kaplan, and Tellord Toylor, assistant counsel to
the committee,

Benator Troman {presiding). The subcormmittes will come to order.
Mr. Hanauer, will you please come forward?

TESTIMONY OF JEROME J. HANWAUER, FORMERLY A PARTNER OF
KUHN, LOEB & CO., NEW YORK CITY; TESTIMONY OF MARK W.
POTTER, FORMER RECEIVER OF CHICAGO, MILWAUKEE & ST.
PAUL RAILWAY CO.; TESTIMONY OF BENJAMIN J. BUTTEN-
WIESER, MEMBER OF KUHN, LOEB & CO., INVESTMENT BANKERS,
NEW YORK CITY; AND STATEMENT OF ROBERT T. SWAINE, OF
CURAVATH, DE GERSDORFF, SWAINE & WOOD, ATTORNEYS AT
LAW, NEW YORK CITY-——Resumed

CONTHOL O REORGANIZED 5T, PAUL—SBELECTION OF OFFICERS, DIRRC-
TOIN AND VOTING TRUSTEES—EXTENT OF BANKER PARTICIPATION
WHEN

Bonptor T'nusman, You may proceed, Mr. Rosier.

My, Hoson, Mre. Hanaver, your firm, Kuhn, Loeb & Co., and the
Nutionnl City Clo. prepared the rcorganization plan and agreement
ditod June 1, 1026, for the 36. Paul Railroad, did you not?

Mp, ITanavnn, Yes,

: M lf Rostnn, And the modification of the plan dated November 19,
0201

M, Hanvavma, Waoll, T was away when the modification was raade,
being: in Earopa, but that was prepared, I think I can safely testify,
n; cooperation with the minority, with whom the agreement had come
about.

My, Rostur. T believe there has already been some testimony of
yours before the Inferstate Commerce Commission, back in 1925
and 1926 to tho eflect that you were the primme mover in drawing up

GROD
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There has recently come to my attention the action of the bar asso-
ciagtion in S¢. Louis, which has ordered inquiry into the conduct of a
subordinate lawyer on the staff of tho Missouri Pacific bankruptcy
trustee. That inquiry was ordered by rcason of the facts brought out
at our commitice hearings & couple of weeks ago in the Missouri
Pacific bankrupiey case.!

If those facts, imporiant in themselves, but relatively of much less
inportanco than the facts which have been brought out today, justi-
fied and mado necessory & bar association inguiry into the conduct of
the lawyer in that ease, such an inquivy by bar associntions in New
York and Chicago into tho conduct disclosed at this morning’s hear-
ings is imperntive. 1 hope such an inquiry will be made. If our
biggest lawyers can conduct themsclves with regard to court and
Commission procecdings as was done in this case, there is little to
hope for in the form of impartial justico. 14 is therefore of highest
importance that practices of this nature bo thorcughly inquired into
by the bar assoclations.

The snbeommittee will adjourn until 10 o’clock tomorrow moring.

{(Whercupoen, at 3:55 p. m., the subcommittes adjourned until che
{ollowing day, Tuesday, December 7, 1937, at 10 o, m.).

V8o Hearigs, Porl XV, pp. 84330448, 0454-0455.




