INVESTIGATION OF RAILROADS, HOLDING COMPANIES
AND AFFILIATED COMPANIES

TUESDAY, DECEMBER 7, 1937

Unitep STATES SENATE,
SuecoMMITTEE OF COMMITTEE ON INTERSTATE COMMERCE,
Washington, D. C.

The subcommittee met at 10 a. m., pursuant to adjournment on
%‘estcrday, in room 412, Senate Office Building, Senator Harry S.

ruman presiding.

Present: Senator Truman.

Present also: Max Lowenthal, counsel to the committee; George
Rosier, Sidney J. Kaplan, and Telford Taylor, assistant counsel to
the committee.

Senator TruMaN (presiding). The subcommittee will come to order.
Mr. Hanauer, will you please come forward?

TESTIMONY OF JEROME J. HANAUER, 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
CRAVATH, DE GERSDORFF, SWAINE & WOOD, ATTORNEYS AT
LAW, NEW YORK CITY—Resumed

CONTROL OF REORGANIZED ST. PAUL—SELECTION OF OFFICERS, DIREC-
TORS AND VOTING TRUSTEES—EXTENT OF BANKER PARTICIPATION

THEREIN
Henator TrRuMan. You may proceed, Mr. Rosier.
Mr Rosmer. Mr. Hanauer, your firm, Kuhn, Loeb & Co., and the
Nutional City Co. prepared the reorganization plan and agreement

du’ d Juno 1, 1925, for the St. Paul Railroad, did you not?

Mr. Tanaver, Yes.

Mr, Rogigr., And the modification of the plan dated November 19,
1“')',?

Mv. ITanavrr. Well, I was away when the modification was made,
being in Europe, but that was prepared, I think I can safely testify,
in cooperation with the minority, with whom the agreement had come
about.

Mr. RosiEr. I believe there has already been some testimony of
yours before the Interstate Commerce Commission, back in 1925
and 1926 to the effect that you were the prime mover in drawing up
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6310 RAILROADS AND HOLDING COMPANIES

this reorganization plan of June 1925. You were principally respon-
sible, were you not?

Mr. Hanaver. I personally?

Mr. Rosier. Yes.

: lll/lr. Hanaver. Perhaps that is true. Sonicone had to take the
ead.

Mr. Rosier. I believe also that Mr. Swaine collaborated with you
considerably in the preparation of that plan.

Mr. Hanaver, As counsel.

Mr. Rostge. That plan, as modified by the modificalions of
November 19, 1925, set up certain machinery for the control of the
new company that was to come out of the reorganization, did it not?

Mr. HaNvavmRr. Yes.

Mr. Rosier. Did the plan, if you can now recall it, make any
provision for tho selection of officers of the new company, I mean
president, vice president, and so forth; do you recall that?

Mr. Hanaver. Well, T cannot recall exactly, but I should say,
subject to correction, 1 believe that the machinery was this: That the
board of directors would actually do the electing of the officers.
Now, the voting trustees were to approve the selection by reorgani-
zation managers for directors, but the directors, of course, would
actually elect the officers. But it was the duty of the reorganization
managers to make suggestions and to try to set this company up on
a safe basis and under good management.

Mr. Rosier. So far as the officers are concerned, and I mean by that
‘ho offiec of tha new rail~~~< company, there was no specific pro-
visiox} in the plan as I read it—and if I am wrong you will correct
me—for

Mr. Hanvavurr (nterposing). I think you are right about that.

Mr. Rosizr. Yes. Now, Mr. Chairman

Mr. Hanavuzr {(continuing). Except if you include the general pro-
viston of what the reorganization managers were to try to accomplish,
which was to sct this thing up as a going company.

Mr. Rosier. But do you recall any specific provision regarding
selection of officers?

Mr. Hanaver. 1 do not.

Mr. Rosier. Does that conform with your recollection, Mr. Swaine?

Mr. Swarne. There was no specific provision, but there was general
power.

Mr. Rosizr. General power through the power to draw up articles
of incorporation?

Mr. Swaine. Well, to arrange all details of reorganization.

Mr. Rosier. Mr. Chairman, I would like to offer in evidence an
excerpt from the testimony of Mr. Hanauer, before the Interstate
Commerce Commission, Docket 17021, in which Mr. Hanauer testified
May 6, 1926, in response to a question as to whether he had discussed
with anyone the matter of selection of officers of the proposed new
company, and at that time he said [reading from “Exhibit No. 1935""]:

With nobody. That is a matter which will be entirely in the hands of the
first board of directors of the company to be elected by the voting trustees, which
in the modified plan, have been nominated—

And then the names of the voting trustees are listed.

Mr. Hanaver. May I see that paper?

Mr. Rosier. Certainly.
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Senntbor TruMan. It will be received in evidence.

(The paper referred to was marked “Exhibit No. 1935”7 and is
included in the appendix on p. 7033.)

Mr. Rosier. That was on May 6, 1926, nearly 2 years before the
event.

Mr. Havaver. That was all I wanted done, and up to the time of
my testimony that was absolutely true. It had not been discussed at
all. T testified further at some time that the question of officers arose
by reason of Mr. Byram going in and saying, “I don’t want to be
president of this new commpany.”

Mzr. Rosier. Mr. Hanauer, I am not trying to draw any inference
that you discussed anything at that time, you understand.

Mr. Hanvaver. Yes. Bub may I point out that dates have a great

deal to do with testimony?

Mr. Rosizr. Mr. Hanauver, may I just state that I am referring to
a portion of your testumony here, m which you stated that the matter
of selection of officers would be entirely in tlie hands of the first board of
directors of the company to be clected by the voting trustees. That
was a matter for the future.

Mr. Hanavsr. That was my opinion at the time.

Mr. Rosier. Now, that document also relates to the sclection of
directors of the new company. There was some provision in the plan

of reorganization regarding the selection ol directors of the new com-

pany, was there not?

Mr. Havaung. 1 have not looked at the plan for a long time. You
have it therc before you, I take it. What is it?

Mr. Rosier. I am reading from page 1

Mr. Havaver (continuing). I do not want to go on memory when
we have the plan before us.

Mr. Rosier. I am reading from page 1 of the plan, in which it
is stated:

T'he first board of directors of the new company

Mr. T.oweNTHAL (interposing). You have the plan before you, Mr.
Hwaine, and Mr. Hanauer could see it if lie caves to follow with that
copy.

Mr. Swarne. Oh, we will trust you to read it correctly.

Mr. Lowsntran, I am relerring now to Mr. Hanauer’s remark that
wa have the plan before us.  Mr. Hanauer has access to the document
also, which you have there, Mr. Swaine.

Mr. Hanauvwrr, T can get the information just as well by listening
to Mr. Rosier’s reading of it, and possibly better.

Mr. Rosieir. The plan says:

The first board ol dircetors of the new company will be subject to their approval.

That is a reference to the voting trustees, is it not?

Mze, TTavaver., Yes, sir.

Mr. Rosizr. Is there any statement in the plan that the first board
ol dircctors will he selected by the reorganization managers subject
to the approval of the voting trustees? Is there any provision about
that? 1 bhave not been able to find any.

Mr. 1lanaurr, My recollection is that in the plan—and I would
have to study it here—well, T don’t see it at once, but I think the
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language—well, if you want to take the time for us to try to find
it—

Mr. Rosigr (interposing). It is on page 5, the first paragraph, that
I think you will find the language, Mr. Swaine, right down in the
middle of the paragraph.

Mr. Hanvavugrr. Pago 5 of the actual plan, and not the modification?

Mr. Rosier. It is on page 17 there, the reference to the voting trust.

Mr. Hanavunr. Let me see if T can find it.

Mr. Rosier. May I state that the only provisions I have found
covering the subject are to be found on pages 1, 5, and 17.

Mr. Hanavusn. Let me see.

Mr. Rosieg. I will be glad to have you correct that if I am wrong,
but as I read those provisions the statecment is merely made that the
first board shall be subject to the approval, without any statement
as to who shall select the board. Il I am wrong about that, I will be
glad to have you correct me, but in the interest of time I think we
might move along.

Mr. Hanaver. There might be something in the agreement.

Mr. Roster. I will be glad to have you correct me on that if I am
wrong.

Mr. Havavzrr. I think there is something there. But, of course,
we all know that legally speaking a board of directors have to elect,
and we are not trying to split hairs on 1t. If you want me to assume
there was a conference as to who the new directors would be, I will
grant you that, of course.

Mr. Roster. Mr. Chairman, I should like to offer for the record a
letter from Mr. Otto H. Kahn to Mur. Iselin, dated November 19,
1925.

Senator Truman. The letter will be received in evidence.

(The letter referred to was marked “Tixhibit No. 1936”7 and is
included in the appendix on p. 7033.)

Mr. Rosigr. Mr. Hanauer, Mr. Kahn was a partner of Kuhn,
Loeb & Co. at that time, was he not?

Mr. Hawavugr. Yes.

Mr. Rosier. This letter is dated November 19, 1925. Was that
the time when you made the compromise with the Roosevelt-Iselin
group?

Mr. Havaver. That was after the time.

Mr. Rosier. Shortly after that?

Mr. Hawavuer. Yes.

Mr. Rosigr. I will read the letter [reading from ‘Tixhibit No.
1936"’]):

I am glad to say, on behalf of the Reorganization Managers, that, while we
cannot, and do not intend to, impair the authority and responsibility conferred
upon ns under the Plan of Reorganization of naming, with the approval of the
Voting Trustees, the first Board of Directors of the recrganized Chicago, Milwau-
kee & St. Paul Railway Company, we shall willingly extend to you an opportunity
to express your views hefore we make definite selections.

I also confirm what I have said to you verhally. that we consider it wise and
appropriate that a reasonable proportion of the Board of Directors should be
composed of men residing in the West and Northwest, and that we intend to
act accordingly in selecting the first Board of Directors.

Mr. Hanauer, the first board was subject to the approval of the
voting trustees; is that correct?
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Mr. TIaNAUER. Yes. . )

Mr. Rosier. Can you tell us what provision was made in the plan
for the selection of the voting trustees?

Mr. Havaver., They were named.

Mr. Rosizr. You say they were named?

Mr. Haxaver. Yes, in the modified plan. )

Mr. Roster. That 1s correct. May I read, Mr. Chairman, {rom
page 1 of the introductory statement of the modified plan, filth
paragraph: '

The reorganization managers take this opportunity to announce that in the
exercise of the power vested in them under the plan, they have selected, with
the approval of the three committees representing, respectively, bor_]dl\xollders,
holders of preferred and common stock, five trustees, in whom the voting power
of the common stock is to be vested until January 1, 1930.

That is, Mr. Hanauer, the power to select the voting trustees was
lodged in the reorganization managers subject to the approval of the
protective commitiees; is that correct?

Mr. Hanaver. I belicve so. N )

Mr. Rosier. Mr. Hanauer, you aro familiar with the fact that
there was an investigation. o

Mr. Hanavnr (interposing). May I say at this time, because
Senator Truman has stated that what you are looking for 1s informa-
tion, that here, at this time Whﬁ? this is mentioned, the names of those
five men be put into the record? )

Mr. ROSIIER. All right. They were: Ilihu Root, Frederick H.
Bclzor, T enry B, Pritelingt, Sovanel Rea and W. D, Van Dyke.

Mr. Hanavrr. Might I add also, in order that the information
may be in the record, who these gentlemen were?

Mr. Rosizz. All right, please do so. )

Mr. Hanaver., The first one named, Hon. Elihu Root, I do not
think we need attempt to say who he was. It was ISlihu Root, Sr.
The second one, Mr. Frederick H. Ecker, was the chairman of the
hondholders’ committee and president of the Metropolitan Life
Inaurance Co. The third one, Mr. Pritchett, was the head of the
Cnrnegie Foundation. The next one was Mr. Rea, who was retired
prevident, of the Pennsylvania Railroad Co.  And Mr. Van Dyke was
the president of the Northwestern Mutual Life Insurance Co.

Jr. Rosiir. And he was bhimsell on the bondholders’ committee?

Mr. llanaurr. Yes. But he was the president of the North-
westorn Mutual Life Insurance Co., and it was very desirable to have
a man from the West on the property, and he was a man of the highest
type.

Mr. Lowenrian. Is it correct to say that both Mr. Ecker and Mr.
Rea had participated in Kuhn, Loeb & Co. underwritings from time to
time? )

Mr. Hanavrr. 1t is quite possible, in small amounts. I think that
was testified to at some of the previous proceedings, but it is immate-
rial. That, again, I will say, if it is intended to reflect on these men,
that the character of these men is that of the highest standing, and we
cannot go on with anything like that. )

Mr. Roster. The voting trustees were to be subject to the approval
of the protective committees?

T oo “lixhibit No. 2280”7, Tiearings, Part X VII, p. 7492, subsequently entered.
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Mr. Hanaver. I think so.

Mzr. Roster. Three by the bondholders’ committee, one by the pre-
ferred stoclkholders’ committes, and one by the common stockholders”
committee. Do you recall that, Mr. Swaine?

Mr. Swaine. That is correct.

Mr. Hanwaurr. Yes.

SELECTION OF MEMBERS OF PROTECTIVE COMMITTEES IN 1925—28
RECEIVERSHIP—EXTENT OF BANKER INFLULENCE THEREON

Mr. Roster. Now, there was considerable testimony I believe given
before the Interstate Commerco Commission, way back in 1925 and
1926, beating on the selection of the protective committees. Do you
recall that?

Mr. Hanvavnn. Oh, yes.

Mr. Rosizr. Mr. Chairman, T should liko to offer for the record an
extract from the report of the Interstate Cormmerce Comimission,
volume 131, pages 667 and 668, on the investigation of the Chicago,
Milwatkee & St. Paul Railway Co., Docket No. 17021, submitted
January 14, 1927, decided January 4, 1928, in which, in part, the
Commission finds [reading from “Fxhibit No. 19377]:

It was an ideal situation for the baukers to control. This they promptly did,
arranged all the details, framed up the committees favorably to themsclves, put
themselves on the bondholders’ protective committee and, constituted themselves
reorganization managers.

Senator Truman. It will be received in evidence.

(The document referred to was marked “Exhibit No. 1937" and is
included in the appendix on p. 7034.)

Mr. Rosigr. I would like also——

Mr. Hanavurr (interposing). I think it would be well to add to
that, that that report was not in accordance with the facts as testified
to, which were that we took those steps at the request of the special
corunittee of the board of directors of the St. Paul Railroad appointed
for the purpose.

Senator TrRumaN. But that was the finding of the Interstate Com-
merce Commission, was it not?

Mr. Hanauer. Yes; but it was not in accordance with the testi-
mony before them.

Senator Truman. Do you think the Commission would male a
finding not in accordance with the testimony ?

Mr. Havaunr. I would say that the Commission drew a conclusion
that was not in accordance with the testimony before them. Un-
fortunately, everybody is human, and while I have every respect for
the Commission, and this was before Mr. Cox, and I have every re-
gard for Mr. Cox, but it was a very long hearing, and you know how
lmpressions are created. But the testimony and the facts were that
the bankers were called upon and asked at the very beginning by a
special committee of the board, that we did not know even had been
formed, to go into this situation.

Mr. Rosier. That has no bearing on the question of the selection
of the committees themselves.

Mr. Hanaurr. There was a great deal of testimony as to how the
committees were selected, and the testimony was not that we selected
the committees, nor was that the fact. The facts should be shown,
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and I will be very glad, inasmuch as this committee wishes to have
he facts, to make a short statement on it, if you like? ]

Mr. Rosier. I do want to introduce in evidence, Mr. Chairman,
u few documents which I believe were not introduced at the Commis-
sion’s hearings, bearing on the question of the selection of committees.

Senator TrRuMaN. You may proceed to introduce them.

Mr. Rosier. 1 have particularly a letter from Robert H. Bradley
to John W. Stedman, or rather a telegram, both of these gentlemen
being connected with the Prudential Lafe Insurance Co.,‘fi_:}te(.i March
11, 1925, in which Mr. Bradley states [reading from “Exhibit No.
1938

saw Hanauer. Commiltee being formed—in case necessity arisecs when
Coverdale report comes out, possibly next week. Will represent everything but
Gienerals, Terre Hautes, and stock. e wants Duffield or you to serve. _ Ecker,
(Hmirmah, others probably as you predicted, but nothing definite until Ecker
relurns next week.

And then

Mr. Hanavrr (interposing). That is correct, except as to par-
ticular words. I would not have used the expression I wanted them
to scrve. I hoped they would want to serve. They were very large
hondholders. ] ' ] )

Senator Truman. The telegram will be received in evidence.

(The telegram referred to was marked “Itxhibit No. 1938" and
is included in the appendix on p. 7034.)

Mr. Rosier. In a letter from Mr. Bradley to Mr. Stedman, dated
March 11, 1925, Mi. Brudley states [reading from ‘“Exhibit No.
1953677]:

I am writing this at the Scaboard Bank and in longhand as Hanauer asked me
oo e very careful not to let this matter get out. ]

.oy are getting rcady to form a committee now so as to be rcady in case
¢ wverdale’s report is of sueh a nature that it is clear nothing can be done to avert

reewivership.  The report may come out next wcek although of that he pro-

I-} -I-vlllll(lyalltsbré((j)%sellted to be chairman, but as he is in Augusta—
| thinl means Augusta, Ga., does it not?
'Ianaver. I think so.
orere T continue reading:
Ve ronsented to be chairman, but as he is in Augusta nothing definite
hw v = houtl the personnel of the comnittee until he returns on Monday.
~vwe. What is the date of that letter? )

( March 11, 1925, a week before the company went into
e . . oo that correct?

- i b ihink so. .

Modoo 0w, Mr. Buttenwieser has a copy of that letter if
You 7 lo oaloil, Mr. Hanauer. . .

Mot 0 Nog T ean get it better this way. That is correct in
neoombocoLth o testimony, that I telephoned Mr. Ecker in
Fugue, that necoraing to Mr. Miller’s advice this thing was being
nreecipitabed, that T disliked to bother him in his holiday, but wanted

tell him about the situation. He offered to come up, and asked me
to bry to get a meeting of large bondholders the next day. That is
allin my {estimony. Taking out these isolated letters hardly shows

lin proper picture. .
Mr, Rosten. May T proceed, Mr. Chairman?
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Senator TrumaN. Yes; you may proceed.

Mr. Rosier. I continue reading from the letter [reading from
“Exhibit No. 1939"]:

Ecker has consented to be chairman, but as he is in Augusta nothing"definite
will be done about the personnel of the committee until he returns on Monday.
Hanauer’s idea, however, is approximately as follows—

And then there is a list of prospective members of the committee.

Mr. Swamne. No.

Mr. Roster. Of prospective institutions that would be represented
on the committee then?

Mr. Swarng. Yes.

Mr. Rosizr. And they are, as listed, the Prudential, Mutual,
Metropolitan, National City, K. L. & Co., Rockefeller interests, sav-
ngs bank interests, and Jameson with a question mark opposite the
last named. And then the letter says [continuing reading from
“Exhibit No. 1939”]:

His stock interest may bar him, Hanauer thinks.

He thought that in view of their “very friendly relations with us” either Mr.
Dufficld or you would want to go on the commitice.

And then the letter proceeds:

As you can see, it is just the type of committee you thought they would form.
It includes everything except the general mortgage and the Chicago, Terre Haute
& 8. E.—both of which he mentioned as not needing any representation on this
or any commiltce in his opinion.

Senator TrumaN. The letter will be received in evidence.

(The letter referred to was marked “Exhibit No. 1939 and is
included in the appendix on p. 7034.)

Mr. Hanaver. Mr. Chairman, that is quite correct, except that I
am not responsible for what Mr. Bradley may have assumed. May I
again say that my entire testimony, with cross-examination, in the
proceedings to which reference has just been made, I think should be
put Into the minutes of this hearing, and not merely isolated letters.
I think if you want facts, and with as little expense as possible, the
entire testimony should be put in.

Senator Truman. They will be incorporated by reference but they
will not be made a part of this record because the record is too bulky
now. Those facts are obtainable, and anybody can get them who
wants them. As I say, reference will be made to them as a lpart of
this record, but they will not be incorporated into this record.

Mr. Haxaver. Mr. Chairman, may the fact that I have aslked to
have it made a part of the record, be shown here?

Senator Truman. That is in this record now.

Mr. Hanavsr. Thank you.

Senator Truman. Of course, that matter will be taken up with the
cominittee as a whole when it meets, and if the committee should de-
cide it is not too expensive and not too bulky, they will be incorporated
in our record, but they are now incorporated by way of reference.

Mzr. Havauver. Thank you.

Mr. Rosier. Mr. Hanauer, Mr. Ecker was in Augusta, Ga., at that
time, was he not?

Mr. Havavugr., He was.

! The testimony referred to is contained in I. C. C. Docket No. 17021, entitled “Investigation of The
Chicago, Milwaukee & St. Paul Railway Co.”
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Mr. Rosier. Mr. Chairman, I want to offer for the record a telegram
from Mr. Ecker to Mr. Hanauer, dated March 11, 1925. That is the

.me date that the other memoranda we have just introduced bear,
and in this telegram Mr. Ecker states [reading from ‘“Exhibit No.
1940”]:

Mecting nd my office at ten Monday morning all right. I do not know whom you
are asking hul would you not send a wire to Mr. VanDyck, President Northwest-
ern Mulunl? Ifully agree with you regarding dcpositaries.

Senntor TroMan, The telegram will be received in evidence.

(I tolegram referred to was marked “Exhibit No. 1940” and is
includ ¢ in the appendix on p. 7035.)

N Rosier. Mr. Chairmaan, I should also like to offer in evidence a
tele ronwom Mr. Hanauer to Mr. Ecker, of date March 10, 1925,
" . m the selection of counsel to the bondholders’ committee.

" ..r'Truman. The telegram will be received in evidence.

"~ telegram referred to was marked ‘“Yxhibit No. 1941”7 and is
led in the appendix on p. 7035.)

wir. Rosier. I also wish to immtroduce the reply of the same date,
from Mr. Ecker to Mr. Hanauer.

Senator TrRuMan. 1t will be received in cvidence.

(The telegram referred to was marked “Ixhibit No. 1942”7 and is
included in the appendix on p. 7035.)

Mr. Rosier. Mr. Hanauer, do you want to read these telegrams?

Mr, Hanavuer. Noj; I remember them.

Senator TrRuMaN. Mr. Hanauer, it now looks even stronger that the
Interstate Commerce Commission was right, even though they did not
lmve the correspondence here put in.

Mr, ITanaver. Mr. Chairman, if you would read all the testiimony
vy« would find that what was to be dene had to be done within a few
dnv., and that T suggested he would have to take the leadership.

senator TruMan. T expect to read all the testimony.

NMr anaver. What I did was to get from the records available

-~ f very large institutional bondholders. Unfortunately we can-
1. .lin any books of record, holders other than those. And I asked
that meeting, in Ecker’s absence, to represent those large in-

, and large banks, and others who were large owners of

fav o1 ada. T brought a list, and asked those men because they
- 1 n large number of bonds. They were the best and biggest
.1 . . in the United States—life insurance companies repre-
i dreds of thousands of depositors. And I would do the

v Il voragain.,  If the bondholders are not to be represented,

i * 1. 'Hutional holders of bonds, representing hundreds
TR T " policyholders, what kind of committee would you

b o v - Mr. Hanauer, I sbould like to ask two questions:

1o I umb . +nd you, you believe that the Interstate Commerce
[T n 0 crong in its finding that the bankers had framed up

, “+u do not question that

v Cerposing). And that we constituted ourselves

" I vur aning else. They entirely overlooked, and I am
) » 1wy, because this was a long hearing, but the fact
1 I ...mething we were requested to take in hand
wonnl by n - umittee appointed by the board of directors

NIELL L | U L el |
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of the St. Paul Ruilroad, as to which we did not then, I mean at that
time, according to my best recollection now, have any knowledge,
who came to us and talked over the situation. My recollection is
that we loaned them a liktle money at that timoe, although I may be
wrong about that. We then suggested: “If you want to be able to
present a proper picture, get someone to malke a report”’; and Coverdales
& Colpitts were suggestod, and they stand as Ligh as anybody else,
and Mr. Colpitts is an outstanding expert today on physical examina-
tion of railroads, and was then.  We stated: “That 1s & concern we
think would be a very good sclection, but you make your own choice.”
They looked into the question, and lad that examination made by
Coverdale & Colpitts. The fact that that examination was being
made, or was going to be made, was inunediately given to the press,
so that everybody would know what was going on.  There was no
secrecy.  When the court came in, and when Mr. Miller said: “We
will have to do this thing the right way”, then tho ditcctors asked
us to take this up with the large security holders. That was all in
open daylight.  There was no secreey.

Mr. LowuNtuan. Mr. Hanauer, in addition to your view that the
Conunission’s finding on the evidence before it, that the bankers had
framed up the committec, was wrong, is it your opinion that tho
documents introduced this morning, these documents which were not
known to the Interstate Cominerce Connnission and not in its records,
bear out the Commission’s report on this point, or 1s it your opiniun
that they bear out your contrary view on this point?

Mr. Hanaver. I would not say that the letters brought out hero
this morning have any bearing on it one way or another. DBut 1
should like to add that the testimony further shows that so [ar as
the stockholders’ committee was concerned, that we had nothing to
do with it to speak of at all; that Mr. Harkuess, who was not only a
director but the largest individual stockholder, said he would like to
have Mr. Buckner the chairman of the preferred stockholders’ com-
mittee, and Mr. Buckner selected his own members. It was impossi-
ble, on account of the stock not lwving paid dividends for many
years, to get a list of the real stockholders. They were all in the
names of brokers, and Mr. Geddes, who had been one of the special
committee, did not want to talke the chairmanship. T said to him
that it was up to the board of directors, and 1 thuuk up to him, to
take the chairmanship, but I was not forming any stockholders’
committee. The only thing T was domg was passing the message
along, of Mr. George Davison, a man wlio had had large experience
in reorganizations, and was then the president of the Central Trust
Co., and he had called me up and asked if Le could be of any help.
I said I did not know, but that I would pass his message along. 1
called up—well, was he on the common-stock holders’ cominittee?

Mr. Rosier. Yes.

Mr. Hanavuzsr. I called up Mr. Geddes and told him of Mr. Davi-
son’s message, and I said, “You know him as well as I do, and you
know how able he is and if you want him there is the chance to get «
good man.” It is difficult to find able men, to get them to go on
committees.

Mr. LowenTEAL. Mr. Hanauer, perhaps I got a wrong impression
from what you have been saying.” I got the impression you were
saying nothing in this matter was secret. I was wondering whether
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you think Mr. Bradley’s letter, just introduced in evidence, which
says [reading {rom “Exhibit No. 1939

I am writing thix at the Seaboard Bank and in longhand as Hanauer has asked
me to be very earceful not to let this matter get out—

would give any such indication.

Mpr. [[anavnmr, Well, that was referred to yesterday, the danger of
interests outside of the property we were trying to protect, to have
informmation as to a probable receivership. I am not talking now
about. the reorganization.

Mr. LowentaAL. The question I put to you was, whether that
statement in view of this letter was correct or incorrect.

Mr. Hanaver. The answer to that is, that if you are referring to
the fact that we did not give to the world the suggestion that next
Tuesday, or next week, there is going to be an application for a
receivership, then you are perlectly correct. I am talking about this
thing in a large and general way, and not of what Mr. Bradley, when
he came to me and asked me these questions, might have written to
My, Stedman.

Mr. LoweNtaan. And I am asking you whether the first sentence
in Mr. Bradley’s letter to Mr. Stedman is correct or incorrect.

Mr. Hanvaver. I have given you my answer.

Myr. Lowenrmar. Is it correct?

Myr. Hanvavuzr. T have given you my answer.

Mr. Lowenrtaan, Did you ask Mr. Bradley o be very careful not
t0 let this matter get out?

Mr. Hanavusr. I have no recollection of it at all.

Mr. LoweNnTtrian., Do you deny that you did that? Just let us
have an answer to that question for the record.

Mr. Hanavzsr. T have given you for the record the facts.

Senator TrRuMan. You may proceed, Mr. Rosier.

Mr. Hanavusr. I do not know what you mean by it.

Mr. Rosier. Mr. Chalrman, may I eall Mr. Scandrett?

Senator Truman. Will Mr. Scandrett please come forward?

Mr. Scanorurr. Certainly.

Senator TruMaN. Have you been sworn?

Mr. ScanpreTT. I have not.

Senator Truman. Please bold up your right hand and be sworn.

Do you solemnly swear that you will tell the truth, the whole truth,
nnd nothing but the timth, regarding the matters now under investi-
galion by this committee, so help vou God?

Mr. ScanprerT. 1 do.

Senator TruMan, Just take a seat ut the committee table and give
vour [ull name and connection for the benefit of the committee.

I TIMONY OF H. A. SCANDRETT, TRUSTEE OF THE CHICAGO,
MU WAUK UE, ST. PAUL & PACIFIC RAILROAD CO., AND PRESI-
"I' OI' TIIE CORPORATION, CHICAGO, ILL.

e BCANDRETT AS PRESIDENT OF REORGANIZED ST,
T T T 0K INFLUENCE THEREON OF BANKERS AND THEIR

4 TIVIN

Mro Rostenr, Mre. Scandrett, are you also a director of the Mil-
wat oo Rndlrond ?
o H(" R I Y(\F-.
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Mr. Rosier. Do you know when you were elected a director of
the Milwaukee Railroad?

Mzr. ScanpreTT. I know when I took office, which was January 14,
1928. And I think I was elected a day or two before that.

Mr. Rosmer. Our records, taken from the minutes of the stock-
holders’ meeting and the minutes of the directors’ meeting, show that
you were clected at a meeting on January 11, 1928, Does that
refresh your recollection in any way?

Mr. ScanprurT. It does not, but I have no doubt that is correct.

Mr. Roster. Mr. Chairman, I should like to ofler for the record a
telegram from Mr. Donald C. Swatland to Mr. Scandrett, dated
January 11, 1928.

Mr. Swaine, Mr. Swatland is a partner of yours, is he not?

Mr. Swaing. Yes.

Mr. Rosier. In which Mr. Swatland states this [reading from -

“Exhibit No. 1943"]:

At directors’ meeting this morning you were elected president new St. Paul
Company. Qualifying shares issued in your name. Please wire authority to
sign consent and proxy for stockholders’ meeting today authorizing new mort-
gages, increase in number of directors, election of directors, and other busincss
that may come before meeting.

Senator Truman. The telegram will be received in evidence.

(The telegram referred to was marked “Exhibit No. 1943” and is
included in the appendix on p. 7036.)

Mr. Roster. Then I wish to mntroduce the answering telegram
from Mr. Scandrett of the same date, giving the authority as
requested.

Senator Truman. The telegram will be reccived in cvidence.

(The telegram referred to was marked “Hxhibit No. 1944 and is
included in the appendix on p. 7036.)

Mr. Rosier. Do these telegrams refresh your rccollection, Mr.
Scandrett, that you were elected a director and president on January
11, 19282

Mr. Scanorerr. Well, T haven’t any independent recollection of it,
but, as I have said, I have no doubt that is the correct date.

Mr. Rosier. Mr. Swaine, do you know whether that is the correct
date?

Mr. Swaive. I do not.

Mr. Rosigr. Mr. Scandrett, these telegrams were obtained from
your files. Do you know that?

Mr. ScanorrrT. No; I do not know that, but I do know that a
good many letters were obtained from my files.

Mr. Rosier. I will say, Mr. Chairman, that these documents were
taken from the files of Mr. Scandrett.

Mr. ScanprETT. It seems to me it might be understood that that
date is correct subject to correction, but I have no independent recol-
lection of it.

Mr. Rosier. Who were the directors of the Milwaukee Railroad
at the time when it filed a petition under section 77, at the end of
June 1935?

Mr. ScanprerT. I think I can give you all of them: Mr. Ecker,
Mr. Buckner, Mr. Sparrow, our vice president in charge of finance and
accounting, Mr. Howland Davis, Mr. Fairman Dick, Mr. Byram,
Mr, Swaine.
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Mr. Rosier. And Mr. Greene?

Mzr. ScanprETT. Mr. Josh Greene, of Seattle.

Mzr. Rosier. And yourself?

Mr. ScanpreTT. And myself.

Mr. Rosmer. I think that completes the list. Were any of these
gentlemen directors of the St. Paul Railroad at the time when you
became director and president?

Mr. ScaxpreTT. Yes. I think all of them were on the first board of
directors except Mr. Dick and Mr. Davis. If you have that list there
you can check it up.

Mr. Rosier. I believe Mr. Dick and Mr. Davis were elected to the
board in 1929. )

Mr. Scanprerr. Well, I thought that Mr. Davis was elected a little
bit later, but it was about that time. S

Mr. Rosier. We will go into that matter later. I think it was
sometime the latter part of 1929.' Mur. Scandrett, the documents

“which were just introduced into evidence refer to an authorization and

a proxy which it was requested that you sign, authorizing the election
of directors, and then there was an answering letter in which you
authorized it.

Mr. Scanprrrr. It was a telegram. _

Mr. Rosier. Yes. Do you have any independent knowledge now
that that authorization was used to elect the various members of the
board whom we just mentioned, except Mr. Dick and Mr. Davis?

Mr. Scanprurr. Well, I assumed that it was a formal matter of
organization, to get the new company started. o

Mr. Roster. Do you or do you not know that your authorization and
proxy, which was given for the selection of directors, was actually used
to elect Messrs. Swaine, Sparrow, Byram, Buckner, Ecker, Colpitts,
and Greene? And I believe we left Mr. Colpitts out before.

Mr. ScanprerT. Yes; we did leave him out. No; I did not know
what was done on that. I presumed they held a meeting of the board
and did make these elections.

Mr. Swaine. It was also used to elect three other people at least.

Mr. Roster. And those were—

M. Swaine. Mr. Potter, Mr. Geddes, and Mr. Fisher.

i, r. Rosier. Those gentlemen were not on the board of directors at
th - timo the company went into section 77 in June of 19357 )
Mr, Swaine. But your question was directed to the election in
[~

My Rosier. That is correct, and I am trying to clear up the
i..owd. ‘Those gentlemen were elected sometime in 1928, and had

r -ned prior o the time when .

M . Swain @ (interposing). They were elected at the time of the
others. "T'hey were on the original board.

Mz, Scanvrurr. They were not on the board at the time we went
into bankruptey. '

Mr. Roster. Mr. Chairman, I would like to read from a report ?

I' by an examiner of this committee’s staff, which contamns ex-
trne - Trom minutes of the directors’ meetings of the Milwaukee Rail-

i , Purt XVII, p. 7290.
i . (uently as “‘Eixhibit No. 2005, p. 7060.
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road. Concerning the minutes of the miceting of January 11, 1928,
the report states [reading {from ‘“Exhibit No. 2005"]:

At this meeting the following officers resigned or were elected:

Officers resigning: I'rederick N. Ldwards, Treasurer, and Alfred Mc¢Cormack,
President and Director.

And certain other officers were elected at that meeting, and Mr.
Scandrett was one of these. The minutes of that mecting, Mr.
Scandrett, show that the directors of the corporation on January 11,
1928, were Mr. Alfred McCormack-—do you know who he is?

Mr. Scanprerr. No; I do not.

Mr. Roster. Do you, Mr. Swaine?

Mr. Swamn. To cut that inquiry short, the corporation was
organized by a number of young men, several of whom have since
achicved distinetion, and ono of them is now the chairman of the
Securities and Exchange Commission, but they were the incorporators.

Mr. Lowrntiar., Hadn’t he lelt your law firm prior to the time
whoen the meeting elected directors?

Mr. Swaink. o was one of tho first members of the board of
directors of the St. Paul Railroad.

Mr. Lownnruarn. But he got out of your firm and never returned
until you completod the reorganization of the St. Paul?

Mr. Swamne. I do not know whether he was there on January 11,
1928, but he was one of the original members of the board. I am
simply answering that those were young men who were the incor-
porators.

Mr. Lowentuan. But I am stressing the point that you have
dragged in here, and that is, that he was not connected with your
firm as a law clerk or in any other capacity at the time when you were
putting this through, and did not vote for Mr. Scandrett or the other
directors,

Mz, Swaine. I do not know as to that date, but Mr. Douglas did
work on the St. Paul transaction throughout all the early stages of
the receivership.

Mr. LowenTraL. I will say that we have found no evidence that
your law clerks, including himself, had anything to do with the policy
followed by your firm, or by Mr. Hanauer’s firm in this reorganization.
We have not found any evidence of that kind anywhere.

Mr. Rosisr. Mr. Swaine, may 1 list the names of those law clerks
of your firm who were present at that meeting and voted: Mr.
gdcgorma,clc, Mr. Ream, Mr. KEdwards, Mr. Youngman, and Mr,

ack.

Mr. Swaine. They were all young lawyers in my office.

Mr. LowenTHAL. Do vou find the other name?

Mr. SwaiNe. Not on that particular minute, but I still say he was
one of the original directors.

Mr. Lownntaarn. What was the date of that minute?

Mr. Swaine. I do not know.

Mr. LowenTAaL. Mr. Roslier, what is the date of that minute?

Mr. Rosier. January 11, 1928.

Mr. Lowentaar. You may be interested to Lknow that our
researches have shown that the man you just mentioned had no
connection with your firm at that time.

Mr. Swane, 1 do not dispute the fact that he had left.
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M, Lowrnrian, I think you might well have considered that when
vou drageed in the name of your law clerk.  You may proceod,
Jdv. Raosier.

Mr, Roster. This report ' also shows that on January 12, 1928,
there wins nspoecial stockholders” meeting, at which there were present
cortuin atockholders of the company, who were Mr. Scandrett and four
ol the voung gentlemen I mentioned before, Mr. McCormack being

omitted 1 believe he had resigned, and Mr. Scandrett Lad taken
i plee At that meoting the membaors of the first real board of the
St el or Milwaukee Railroad were elected to take oflice February
14, 1 8, over a month later. Do you have any recollection of that?

A, ScanprETT. 1 was not at that meeting.
A, Roster. You were there by proxy.
A, ScanprErr. 1 was in Omaha at that time.
Mr. RRoster. But you were there by proxy.
Mr. Scanprmrr. Well, if 1T had anthorized that proxy I assume
(IS
Mr. Rosrer. These lacts are subject to correction, aud I want to
et our record clear on that. Mr. Scandrett, up to this time you had
not met any members of the first real board of the Milwaukec, had
you?
" Mr. ScanpruTT. Yes.
Mr. Rosier. Can you tell us about it?
Mr. Scanprerr. 1 had known for years Mr. Potter and Mr,
Colpitts—and if you will just look at that list and tell me?
Mr. Rosigr. Had you met Mr. Swaine? i
Mr. Scanprerr. I think I had never met Mr. Swaine at that time.
Mr. Rosier. Suppose I run down the list. How about Mr.
Sparrow? )
Mr. ScanprErT. Yes; I had known him,
Mr. Rosier. And Mr. Byram?
Mr. ScaNDRETT. Yes.
Mr. Rosier. And Mr. Buckner?
A, ScanpreTT. No.
Mie. Rosier. And Mr, Tcker?
Alr, ScanprETT. No. '
1., Roster. Mr. Colpitts; you said you had met him?
1r SeanprRETT. Yes. I had known him for a considerable number
A) .
1. 1cosgur. And Mr. Greene?
v canpreETT. I had met him. ‘
1 Rosier. Mr. Potter; you said you had met him?
1 CNDRETT. Yes.
. I sien. Have I left anybody out, Mr. Swaine?
et waine, Mr. Scandrett is on the list.
M Rosten. How about Mr. Geddes?
1L SceanoreTT. No.
“1r Roster, How about Walter P. Chrysler?
. vaanpnrirr. I had never met him.

I+ ' v, How about Mr. Fisher?
v . No. i . )
lti, .. Mr. Chairman, I should like to introduce into the

| dwie i from Mr. Hanauer to Mr. Scandrett, dated January
| (L]

Wwoomh C pias “Uxhibit No. 2006, p. 7000,
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Senator TrRuman. It will be received in evidence.

(The telegram referred to was marked “Exhibit No. 1945 and is
included in the appendix on p. 7036.)

Mr. Roster. That was 5 days after you were clected president
and a member of the board. Mr. Hanauer says [reading]:

Hope you are comfortably settled in your new quarters. I am wondering if
you arc coming to New York beforc the cand of the month when I am leaving for
Euro_[])e.as there are a number of things T would like to discuss with you and I
would like also to be able to introduce you to the New York gentlemen who have
been elected directors of the new company.

Mr. Scandrott, could you tell us when you were first approached by
anybody concerning vour sclection as president of the Chicago,
Milwaukee, St. Paul & Pacific Railroad?

Mr. Scanpurrrr. The fivst direct approach, and I cannot fix the
dato, but it was to the best of my recollection in the forepart of
December of 1927.  Now, I should say this: As I have already stated,
I had known Mr. Potter for a considerable period of years, throughout
the time of nis service on the Interstate Commerce Commission, and
I recall casnal meetings with Mr. Potter, but I could not fix the data
of this meeting, but I would say it was within a year of the time when
he was appointed receiver of the old company.

Mr. Rosmer. That would be about when, approximately?

Mr. Scanorurr. Well, T would say sometime in 1926; and we had
luncheon together as I recall it at the Blackstone Hotel, and he was
talking to me generally about what he was doing on the Milwaukee
Railroad, and T was with the Union Pacific at the time, and somewhat
casually in the course of the conversation he brought up the question
of a president of the reorganized company, when it was reorganized,
and said that he would like very much to recommend me if that
would be agreeable to me, or something of that kind. It was quite a
casual conversation, and there was at that time no immediate prospect
of any reorganization. That as far as I recall was the only conversa-
tion I had with Mr. Potter about it. I did learn afterward that Mr.
Potter at some time during the receivership had recommended me
for the position.

Then I have another very old-time friend, Mr. Wood, who is a
member of the firm of Cravath, de Gersdor(l, Swaine & Wood, and
he told me that he was going to say to the members of his firm, who
were active in this matter, that he thought I would be a good man for
the presidency of the company. But as to that, in both cases it was
entirely a personal matter, and I think based very largely on long
friendship. Of course, 1 assumed neither of those men would have
made the recommendation unless they thought I was a fit man for
the position.

Mr. Roster. Mr. Scandrett, did Mr. Wood speak with you about
the question of your selection as president of the new company?

Mr. ScanpreTT. Yes.

Mr. Rosmer. Could you fix the approximate date of that?

Mr. Scanprerr. No; I could not. I would say it was well after
the time when Mr. Potter spoke to me.

Mr. Rosrer. Mr. Chairman, I would like to offer into evidence at
this time a copy of a letter from Mr. Frederick H. Wood to Mr.
Swaine, dated August 7, 1927,

That was approximately 6 months, was it not, before you were
elected president, Mr. Scandrett?
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Mzr. ScanprETT. Yes.

Mr. Rosier (reading {from ‘“Exhibit No. 1946"):

It has occurred to me that as final submission of the St. Paul case approaches
more definite consideration might be given to the Presidency in which case I
wanted o remind you again of my friend Scandrett. Mr. Cravath 1 know has
him in mind but I don’t know in how close touch with the situation he is likely
to be. Colpitts by the way is strongly for him. Of course it would be unwise to
press Hanauer but I don’t want to go to slecp on the job.

Senator Truman. The letter will be received. )

(The letter referred to was marked “Exhibit No. 1946”7 and is
included in the appendix on p. 7036.)

Mr. Scanprrrr. My {riendship with Mr. Wood goes back to the .
days when we were both cub lawyers, I in Kansas and he in Kansas
City, Mo. It was 25 years ago.

Mr. Rosier. Mr. Scandrett, when had Mr. Wood spoken to you
about the selection? Does this letter refresh your recollection as to
the probable date when Mr. Wood may have spoken to you about
your selection as president of the St. Paul? ) ;

Mr. Scanprmrr. No; it does not. 1 would say it was in advance
of this date, but how long in advance I do not recall.

Mr. Rosier. Mr. Chairman, I would like to offer for the record
a telegram from Mr. Swaino to Mr. Wood, dated August 12, 1927, in
reply to the previous letter, in which Mr. Swaine states, in part
[reading from “Exhibit No. 1947"]: :

Matter referred your letter being given consideration downstairs your candidate
apparently favored.

Mr. Swaine, what was the reference to ‘“downstairs?” Can you
tell us?

Mr. Swaine. The office of Kuhn, Loeb & Co. )

Mzr. Rosizr. Your offices were in the same building at that time?

Mr. Swaine, At that time, yes. )

Senator Truman. The telegram will be received. y )

(The telegram referred to was marked “Exhibit No. 1947 and is
included in the appendix on p. 7037.) ]

Mr. Roster. I would also like to offer into cvidence— )

Mr. ScanprETT (interposing). I am not definite on this, but I think
Mr. Colpitts had talked to me about it, too.

Mr. Rosyer. Back in August, perhaps, of 19277

Mr. Scanprerr. Well, some time before there was any ofler made
Lo me. .

Mr. Rosier. By the way, Mr. Scandrett, you had previously been
connected with the Union Pacific, had you not, as vice president?

e ScanprReETT. I had been with the Unioq Pacific in many capac-
! My last position with them was that of vice president.

+ !'or Pruman. You are a railroad operator, are you not?

. tanoireTrr. I started in the claim department, Senator, of the
1 wilie, in 1901. Then I went into the law depm:tmenj; and
< ibeows U7 s until January 1, 1918, when I was also made assistant
e "¢ of the Union Pacific. For about 2 years I was also

with tto -t Pacific, the Union Pacific and the Southern Pacific
. .« . samemanagement. My service with the Union Pacific
w o conlinuous except that during the period of Federal control I was

.1 United States Railroad Administration in charge of traffic in
¢l thoe central western region, under the regional directorship
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of Mr. Hale Holden. Shortly before the end of Federal control 1
returned to the Union Pacific and remained with that company,
becoming vice president in 1925, until my resignation to accept the
presidency of the Milwaukee. I began work for the Union Pacific on
the 1st day of January 1901.

Seu}ator Truman. Proceed. [ just wanted to get that into the
record.

Mr. Rostur. Mr. Scandrett, Kuhn, Loeb & Co. have been bankers
for the Union Pacific for some time, have they not?

Mr. Scanprire. I think they have been.

Mzr. Hawavurn. Could I answer that better, perhaps?

Mr. Roster, If you wish. .

Mr. Scawprirr. Sinee the Union Pacilic came out of reorganization
m 1898.

Mr. Havavsr. That is correct; but it is also correct that T never
met Mr. Scandrett belore Mr. Potter saggested his name.  In fact,
I am sorry to say T had never heard of him, because he was not in
any department of the Union Pacific with which we came in contact.

Mr. Rostur. May I ask you whether you recall that the Union
Pacifie, during the period of the receivership of the St. Paul, back in
1925, through 1928, owned a substantial block of sccurities of tho
St. Paul Co.? -

Mr. Havaver, They owned some St. Paul bonds. I would not call
it substantial iu consideration of the assets of the Union Pacific.

Mr. Lowentoat. You mean, not a substantial portion of their
assets? .

Mr. Havavukr. Yes.

Mr. LowenTiarn. But you do not mmean that they did not own &
substantial aimount of St. Paul bonds?

Mr. Rosier. I would like to offer in evidence a letter from My,
Charske to Mr. Hanauer, dated March 2, 1925. That was before
the receivership of the company in 1925. It i1s marked “Personal”
and reads as follows [reading {rom “Iixhibit No. 1948”]:

At Mr. Seger’s request, I send you herewith list of securities of the Chicago,
Milwaukee & St. Paul Railway Company owned by Union Pacific System Com-
panies.

The enclosed list shows that the total amount of securities owned as
of that time was $6,820,000.

Mr. Hanaver. May I, so as to have a continuity of the situation
at this time, state that after Mr. Scandrett’s name was suggested to
the reorganization managers by Mr. Potter, one of the first things I
did was to go over to see Judge Lovett, who was chairman of the
Union Pacific, and Judge Lovett spoke in the highest terms of Mr.
Scandrett. Te was evidently not very happy about losing Mr.
Scandrett’s services, and possibly jokingly, he said, “You don’t want
a lawyer, do you?”’ Judge Lovett himself having been a lawyer.

Senator Truman, The letter with the attached list will be received.

(The letter referred to, with attached list, was marked “Exhibit
No. 1848” and is included in the appendix on p. 7037.)

Mr. Rosier. I would also like to introduce into the record, Mr.
Chairman, an undated list obtained from the files of Kuhn, Loeb &
Co., of junior securities held by members of the bondholders’ com-
mittee. The list shows the securities held by various members
and there is a note at the bottom of the list as follows [reading]:

K. L. & Co., Union Pacific—
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And it lists the bonds, showing a total of $3,118,000. Then—
K. L. & Co. holdings on the books, French 49%,, 11,831,515.

Senator Truman. The list will be received in evidence.

(The list referred to was marked “Exhibit No. 1949” and is included
in the appendix on p. 7038.)

Mr. Rosizr. Did you cousider, Mr. THanauer, that you represented
in part? the Uunion Pacific when you went on the bondholders’ com-
mittee?

Mr. Havaver. I think it is very likely that Mr. Charske—of
course it was 11 years ago, and the newspapers were full of the situation
with reference {o the St. Paul—was a railroad man and knew what the
situation was, had possiblyv spoken to us of their holdings and kept us
posted. That is quite possible. '

Mr. Rostar., Mr. Scandrett, is it your recollection that Mr. Wood,
of the [irm ol Cravath, de Gersdorfl, Swaine & Wood, was quite
active in behalf of your selection as president of the new company?

Mr. Scanprrrr. I do not know a thing about 1t except that he
told me he had spoken to Mr. Cravath.

Mr. Rosier. o told you he had spoken to Mr. Cravath?

Mr. Seanprmrr. Yos.

. Mi‘. Rosier. Did you state that Mr. Potter was active in your
ehall?

Mr. ScanorurT. I have told you about what Mr. Potter has said
to me.

Mzr. Rosier. Did you understand that Mr. Potter had been active
in your behalf?

Mr. ScanpreTT. I do not think I understood anything about it.
I had had that conversation with him, and I think I was told—I do
not believe, by Mr. Potter; T think this was after T was elected presi-
dent of the Milwaukeo road—that Mr. Potter had urged me quite
strongly for that position.

Mr. Porrerr. I think T can help you on that, I was very positive
in my conviction that Mr. Scandrett was the best man for the job.
I was asked to give my opinion and I unhestitatingly mentioned him.

Mr. Roster. Who asked you to give your opinion?

Mzr. Porrrer. Mr. Hanauer. I recommended him very earnestly,
and I went to Fred Wood and spoke to him. I did not mention
Scandrett, but asked him what he would do if he were called upon to
recommend a man for the situation—and T described the situation—
and he told me, “Why Henry Scandrett, of course, is the only man
for that job’’; and he became as interested as I was.

Mr. LoweNTHAL. Was it your thought, Mr. Potter, that as a result
of Mr. Hanauver’s asking you for your opinion, and your going to Mr.
Wood, that was the way Mr. Wood became interested in the question?

Mr. Porrer. Yes.

Mr. LowenTHAL. That was your understanding?

Mie. Porrer. T know he first became interested, because I brought

1 mabber up to him.  He had not thought of it before.

Me  LoweNTtHaL. He told you that?

ar, Porrer. It was obvious from the conversation.

Mr. LowenTHAL. Do you remember when that conversation was
hcld, Mx. Potter?

M. Porrer. No; I don’t remember.
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Mr. Rosier. With reference to the time that Mr. Scandrett was
actually selected as president?

Mr. Porrer. Oh, it was long before that.

Mr. Rosier. Can you tell us how long? Have you any impression
as to that?

Mr. Porrer. I would guess it was perhaps a year.

Mr. Rosier. You think it might be a year?

Mzr. Porrer. Yes.

Mr. Rosigr. In any event, Mr. Scandrett, you had known Mr.
Wood for a considerable time prior to that?

Mzr. Scanprerr. Yes.

Mr. Swarmve. I think it should be remembered that he had known
Mr. Wood in connection with railroad business. Mr1. Wood had grown
up in the West and been a railroad lawyer until he camo to us.

Mr. Scanprirr. He occupied for quite o number of years the same
position on the Southern Pacific that [ had on the Union Pacific. In
fact, he went with the Southern Pacific shortly after I was required
to relinquish my connection with the Southern Pacific. In other
words, I was required to eloct as between the Union Pacific and the
Southern Pacific, and I stayed with the Union Pacific with which I
had been connected all those years.

Mr. LowenthHaLn, I wondered if you could indicate in what connec-
tion it was that Mr. Hanauer came to you and asked for your opinion
about Mr. Scandrett. Did he tell you, Mr. Potter?

Mr. Porrer. He did not ask me about Mr. Scandrett. My recol-
lection is very definite and there is no question about it. Long before
the termination of the receivership, in conversation that I had with
Mzr. Hanauer, one of many, we spoke about the future of the property.

Mr. LowentaaL. Of the St. Paul property?

Mr. Porter. Yes; as reorganized. The thing that was uppermost
in Mr. Hanauer’s mind was to put in the best and most efficient
organization.

Mr. LoweNnTHAL. Are you now referring to a conversation with
Mr. Hanauer or with Mr. Scandrett?

Mr. Porrer. Mr. Hanauer—I beg your pardon. It was with refer-
ence to the future organization, and he asked me to keep the thought
in mind as to the personnel; and at that time, or shortly after, I told
Mr. Hanauer that I thought the best man I could think of for the job
was Henry Scandrett. The matter dropped, then, for 6 months, per-
haps, and perhaps longer, when one day, shortly before the termina-
tion of the receivership, Mr. Hanauer called me on the telephone.

Mr. LowenTHAL. Who called you?

Mr. PorreEr. Mr. Hanauver. He recalled the conversation in which
I recommended Mr. Scandrett. He said, “We are approaching the
time when the organization must be set up.” He said, “I have talked
to various people interested, the committees, and so forth, about the
new organization, and I find that there is very little known about Mr.
Scandrett. I wish you would write me a letter telling me why you
think he is 2 good man for the job, in order that I may show it to the
other persons interested.” I then wrote a long letter in support of
Mr. Scandrett, a copy of which you have.

Mr. Rosrer. It will be put into evidence a little later, Mr. Potter.

Mr. Porrer. And then I dropped out of the picture, except this,
that shortly after I first recommended Mr. Scandrett—I was very
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intimate with Fred Wood, and I went to his house one evening and
sounded him out on the presidency for a prominent railroad. 1
wanted to get his judgment, to see if hc would recommend Scandrett
to me as I had recommended him; and he immediately jumped at the
same conclusion that I had, that Scandrett was the only man for the
job. Thereupon I think he became actively interested.

Mr. LowentraL., You think that Mr. Hanauer phoned you some
time in the summer of 19277

Mr. Porrer. I do not recall datos, but I should say it was not very
long before the new company was set up. )

Mr. Lownnrman. Within, say, 2 or 3 months of the time the now
company was set up?

Mr. Porrer. I would think so; yes.

Mr. Lowintian. That was the time he phoned you and asked you
to give himm some data about Mr. Scandrett?

Mr. Porrur. Yes.

Mr. Lowsnriman. Was there any discussion at all about Mr.
Byram continuing as head of the company?

Mr. Porrer. Nonc whatever.

Mr. Lowunrian. Was it a forogone conclusion that he would not
be the leader of the company when it was reorganized?

Mr. Porrer. Well, I was very firmly of the opinion that he was not
the man for the leadership.

Mr. Lowentian. Was that the opinion of Kuhn, Loeb & Co. in their
discussions?

Mr. Porrer. I do not know. I never knew about that. I had
heard that Mr. Byram did not want it.

Mr. LowentraL. Did Mr. Hanauer or anybody else from Kuhn,
Loeb give any thought to the possibility of retaining Mr. Byram or
having him retained, or suggesting that he be retained as head of the
company?

Mr. Porrer. I do not think it was ever mentioned.

Mr. Lowentuarn. Thank you, Mr. Potter.

Mr. Scanprerr. I think Mr. Potter misspoke himself when he
spoke about numerous conversations with me.

Mr. Porren. I meant, with Mr. Hanauer.

Mr. LowenruaL. 1 think that was corrected on the record.

Mr. Porrer. I think I do recall my first conversation with Mr.
Seandrett.

Mr. LowentraLn. Do you recall your first conversation with Mr.
Hunauer in which Mr. Scandrett’s name was mentioned?

Mr. Porrer. I do not recall just where it took place or when it was.
I do not know but it was on a trip over the road. I am not sure. But

wero discussing the future. We were all trying to get the property

' ol receivership and get it reorganized, and we were discussing the

ret-up to make the St. Paul strong.

v tor TrRuMAN, Proceed.

{osier. Mr. Chairman, I would like to introduce into the
veartn o Ghis time a list showing the larger holdings of St. Paul bonds
dut o nuary 23, 1925, from the files of Kuhn, Loeb & Co.

vt Troman, It will be received.

vt st referred to was marked ‘“Exhibit No. 1950 and is in-
eliaea in the appendix on p. 7039.)

Vi, Rosier. 1 would like also to introduce into the record at this
i a letter from Mr. Potter to Mr. Scandrett, dated December 22,
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1927, enclosing a copy of a leiter of the same date which you sent to
Mr. Hanauer, Mr. Potter.

Mr. Porren. Yes.

Mzr. Rosizr. Does that refreslh your recollection as to the date—
December 22, 19277

Mr. Porrrr. It would not resfresh my recollection, but having read
that date, that was certainly the date of it. I recall sending him a
copy of my letter. '

Senator T'ruman. The letters will be received.

(The letters referred to were marked “Exbibits Nos. 1951 and 1952
and are included in the appendix on p. 7040.)

Mr. Rosrer. I should like to read a part of the letter from Mr.
Potter to Mr. Scandrett [reading from “ISxhibit No. 19517):

Conﬁdgntially, a conple of years ago Y snggested a man whom I thonghl was the
most desirable one I kunew for an important railroad job. 1 was satisficd some
weeks ago that the place was going 1o be offered to him and that it was scttled so
far as the particular representative of the owners with whom I had spoken was
concerned-—which really mcans so [ar as everyone is concerned.

This representative said to me yesterday that he wished I would tell him just
ri/(})l;‘ll-t I thought he could and should sav 10 associates in justification of the selec-

The representative of the owners who is referred to here is Mr.
Hanauer, Mr. Potter?

Mr. Porrer. Yes.

Mr. Rosizr. When you said, Mr. Potter:

Which really means so far as everyone is concerned

with regard to the selection of Mr. Scandrett, you had in mind, did
you not, that Mr. Hanauer was the one on whom the responsibility
was principally placed to select the president? '

Mr. Porrer. Yes. Mr. Hanauer was the front ol all the activity.
He was i touch with the various committees. He was the man who
gave final expression of the desires on all of those questions.

Mr. LowenTHAL. It was your thought that Mr. Hanauer virtually
had the selection of the presidency in his hands, and that he did
exercise that?

Mr. Porrer. No; I would not say that. It was my thought that
Mr. Hanauer was in close touch with all the cominittees and every-
body interested in the reorganization, and that he was endeavoring to
do all he could to select the best man for the job, who would first be the
best man for the job and satisfactory to everybody, and he was the
representative, as 1t were, of all the interests.

Mr. RosiEr. Mr. Chairman, I would like to offer for the record a
letter dated December 27, 1927, from Mr. Wood to Mr. Scandrett,
marked ‘“Personal and confidentral.”

Mr. SwaiNg. I thought you were going to put the enclosure that
was with this letter, into the record also.

Mr. Rosier. I have offered it in evidence without reading 1t.

Mr. ScaNpDRETT. Are you going to put in my reply? My own
thought was that Mr. Potter was describing a paragon in that letter——

Mr. Porrer. I thought I was, and I thought Mr. Scandrett fitted it.

Mr. LowzntHaL. The letter in which you gave Mr. Hanauer full
details about Mr. Scandrett was some time in December 192729

Mr. Porrer. I do not remember.

Mr. Rosier. December 22 is the date of both the letters.
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Mr. LowsnTaan. Was it about that time that you went to Mr.

Wood and spoke to him on the subject?
hMr. Porrer. No; I talked with him probably 6 months before
that.

Mzr. Roster. For the sake of the record 1 will offer Mr. Scandrett’s
reply to Mr. Potter, dated January 5, 1928; and to complete the record
at this time 1 would like to offer Mr. Hanauer’s reply to Mr. Potter of
December 23, 1927.

Mr. Hanavur., Would you read it?

Mr. Rosier. Yes. [Reading from “Exhibit No. 1955":]

Very many thanks for your two letters of December 22, which T have read with
shefgreatest ol interesl.  They will be very helpful.

Senator Truman. The letters referred to will be received.

(The lotters referred to were marked “Exhibits Nos. 1953 to 1955
and arc included in the appendix on pp. 7042-7043.)

Mzr. Rosiur. There is another letter referred to in Mr. Hanauer’s
letter of Decomber 23, 1927, to Mr. Potter which lias no bearing on
this subject so T will not offer 1t for the record.

Mr. Hanaver. 1 am not asking you to put anythivg in. That
simply shows that 1 was giving it every consideration it deserved.

Mr. Rosiur. ¥ referred, before, Mr. Scandrett, to a letter from Mr,
Wood to you marked ‘“Personal and Confidential.” 1t rcads as
follows [reading from “Txhibit No. 1953”|:

Mr. Hanauer asked me last week for a bhrief statement of your history and I
furnished him with the enclosure. Won’t you please make such corrections,
eliminations or additions as should be made and send back to me?

I have not taken up the matter which we discusscd, first, because I am satisfied
it is all right; second, if it is not, feel sure it can he made so; and third, because I
thought that to agitate it would do more harm than good. Decision is expected
now some time next month.

The decision referred to is the decision of the Interstate Commerce
Comumission on the application for the issuance of new securities for the
company?

Mr. Scanprrrr. 1 think so.

Mr. Lowuntiian. The issuance of new securities under the reorgan-
ization plan?

Mr. ScanprETT. Yes.

Mr. Rosizr. Could you explain for us the first sentence of the
sccond paragraph: “I have not taken up the matter which we dis-
cussed, first, because 1 am satisfied it is all right; second, if 1t 1s not,
feel sure it can be made so.”

Mr. Scanorerr. 1 cannot be sure about it, but my recollection is 1t
was the question of the salary { was to receive.

Mr. LowexTHAL. Do you remember with whom that was taken up?

Mr. ScaxprErr. Where Mr. Wood says: “I have not taken up
(he natter which we discussed?”’

Mr. LoweNTHAL. Yes.

M, ScanprETT. I suppose he meant with Mr. Hanauer.

. LowentHAL. Was that taken up before you were elected
In BN 1
. ScanpreETr, That was discussed at the first meeting I had with

r. anauer.

Mr. LowsNTHAL, Was it discussed with Mr. Hanauver by anybody
olio before that?
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Mr. ScanprETr. Well, T do not know about that. There was
discussion between him and me about it. My recollection is that the
salary was fixed by the board at its first meeting.

Mr. LowenTtHAL. Had you discussed the salary with Mr. Hanauer?

Mzr. Scanprerr. Yes.

Mr. LoweNtHAL. And the amount voted by the board was the
amount which you and Mr. Hanauer had agreed on?

Mr. ScanprerT. We had not made any agreement.

Mr. LowentHan. Imean, what you hiad informally discussed?

Mr. ScanprrTr. My recollection is a little vague, Mr. Lowenthal;
but I think it was exactly or substantially what Mr. Hanauer said
he had in mind. :

Mr. LowentHAL. It was Mr. Hanauer’s suggestion that you were
agreeable to in your preliminary conference with him?

Mr. Scanprerr. I do not think I expressed agreement at the
conference, or disagreement.

Mr. LowenrtuaL. He was the man who made the suggestion as to
the amount?

Mr. Scanprerr. That is my recollcction.

Mr. Hanaver. Isit permitted for me to ask a question?

Senator Truman. Yes. Proceed.

Mr. Ianavsr. I would like to ask Mr. Scandrett if he does not
remember that when we discussed salary, and I asked him what
he thought would be proper, I made some statement as to the com-
pany coming out of the receivership and perhaps it could not pay
all that he might be entitled to. Do you remember that conversation?

Mr. LowenTtHAL. If that is your recollection, why do you not say
so on the record?

Mr. Hanaver. Thatis my recollection; yes.

Mr. ScanprerT. I have no recollection of it. I remember that T
veferred to the salary that Mr. Byram had received as president, and
also as receiver, which was in excess of the figure at which my salary
was fixed.

Mr. Rosigr. Mr. Chairman, I would like to offer into evidence a
letter from Mr. Scandrett to Mr. Hanauer, dated January 2, 1928,
reading as follows [reading from “Exhibit No. 1956"]:

Tt is appropriate that at this juncture I express my appreciation of the con-
fidence you have reposed in me in making so imminent my election as President
of the new Milwaukee road, but I find myself utterly unable to do so. I can and
do say that I ain going to give to the new job all I have, and while I realize I
have much to learn, and that the problems and difficulties will be many, I shall
not take counsel of my fears but approach and carry on the work in the conviction
that with the help I know I will have from you, and from others, the problems can
be solved and the difficulties surmounted. ~ In the meantime all I can say is that
Tam very grateful to you for the confidence reposed in me.

Senator TRumaN. The letter will be received.

(The letter referred to was marked “Exhibit No. 1956 and is
included in the appendix on p. 7043.)

(Senator Shipstead entered the hearing room at this point and took
a seat at the committee table.)

Mr. Rosier. Mr. Scandrett, you were well aware, were you not,
that the ultimate responsibility for your selection as president rested
with Mr. Hanauer?

Mr. ScanprerT. Of course, I had not been in any of the—

Mzr. Rosier. So far as you knew or believed?

RAILROADS AND HOLDING COMPANIES 6833

Mzr. ScanprerT. So far as I knew, Mr. Hanauer was most influential
in that situation. I felt very highly complimented that he regarded
nie, from what he had been able to find out about me, as a worthy man
for the position.

Mzr. Rosrer. Mr. Scandrett, at the same time that you wrote this
letter to Mr. Hanauer you also sent out some other letters thanking
people for “going to bat” for you and getting you this new position,
did you not?

Mr. Scanprerr. I do not recall that.

Mzr. Rosizr. Do you recall that you sent a letter to Mr. de Gers-
dorft, partner in the firm of Cravath, de Gersdorfl, Swaine & Wood?

Mr. ScanprerT. Yes. That reminds me. I cannot say what the
date was, but I remember one time when I wasin New Yorlk, Mr. Wood
said he would like to have me meet Mr. de Gersdorff, and he took us
to lunch; three of us went to lunch together. I do not think there was
any discussion at all at that time about the Milwaukee position. I
think that Mr. Wood’s desire was to have Mr. de Gersdorfl meet me
so he could have some impression of me.

Mr. Rosizr. Mr. Scandrett, may I refresh your recollection? On
January 2, you sent a letter to Mr. de Gersdorll, which I will offer in
evidence, Mr. Chairman, in which you said [reading from ‘“Exhibit
No. 1957”]:

It looks very much as if the presidency of the new Milwaukee road was headed
in my direction. I know from I'red

That is, Fred Wood?

Mr. ScanpreTT. Yes.

Mr. Rosier (continuing reading):

I know from Fred that you have been active in my behalf and I want you to
know that I appreciate more than I can express this evidence of your confidence
in me and in my ability to swing this job. I realize that your activitics have re-
sulted largely from representations made to you by Fred and so it is up to me to
deliver the goods for all our sakes. At this juncturc all T can say ie that I shall not
fail because of any lack of effort and that if I did not believe the opportunity was
great I would not accept the offer.

Senator Truman. The letter will be received.

(The letter referred to was marked “Exhibit No. 1957 and is in-
cluded in the appendix on p. 7043.)

Mr. Rosigr. On the same date you sent a letter to Mr. Cravath,
too?

Mr. Scanprerr. 1 think very likely I did.

Mzr. Roster. Mr. Cravath was senior partner of the same firm?

Mr. ScanprerT. That is correct.

Mr. Roster. I would like to offer into evidence a letter dated Janu-
ary 2, 1928, from Mr. Scandrett to Mr. Cravath, reading in part as
follows [reading from “Iixhibit No. 1958”]:

Advices from Mr. Hanauer indicate that shortly I will be elected president of
the new Milwaukee Road. I have been told that you were one of those who have
gone to the front for me, and I have a lively appreciation of the weight that wes
given to your counsel.

Aud then there is more which I shall not read, Mr. Chairman.

Mr. ScanbprerT. Would you mind reading the whole letter, as long
as you have read extracts from it? It is not long.

LETD8E 89 —pt. 16——8
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Mzr. Rosier. All right, sir [continuing reading from “Exhibit No.
1958”]:

I am going to tackle the job with the conviction that it can be put over, and
while doubtless I will stub my toe frequently, T fcel that with the aid and backing
of my friends, the Milwaukee will take again its rightful placc in the field of trans-
fgo;ﬁ;z}i{:lon. In the mcautime I feel very grateful to you for your efforts in my

enall.

Senator Truman, The letter will be received.

(The letter roferred to was marked “lixhibit No. 1958”7 and is
included in the appendix on p. 7044.)

Mr. Rostun. Another letter, Mr. Chairman, which I would like to
offer into evidence, is a letter from Mr. Scandrett to Mr. and Mus.
Fred . Wood, dated January 4, 1928. It begins “Dear Fred and
Margery”’-—

Mur. Scanorerr. They arce highly personal letters; but I Lave no
objection.

Mr. Rosinr. Do you not helieve that these letters, all addressed to
partners in the firm of Cravath, Henderson & de Gersdorfl, indicate
very clearly whom you felt were in large part responsible for your
selection as president of the St. Paul?

Mr. Scanprrrr. I never had any question at all in my mind that
the recommendations of Mr. Potter and Mr. Wood had much to do
with 1t.

Senator Truman. The final decision, however, was made by Mr.
Hanauer, with all the recommendations.

Mr. Scanprerr. What T started to say was that somebody has to
bring a man’s name to the attention of the people whose responsibility
it is to fill the position. I have learned since from other people that
they were consulted and that they recommended me for the position.
Just what weight Mr. Hanauer and the others whose responsibility it
was gave to what Mr. Potter said or to what Mr. Wood said or to
what Judge Lovett said, or these others, I, of course, do not know,

Mr. LoweNTHAY. Mr. Scandrett, something was read this morning
to the effect that Mr. Wood had said that he had been asked for some
material about you.!

Mr. Scavorurr. That was a brief biography, I think.

Mr. Rosinr. That was a letter, Mr. Scandrett, if I recall correctly,
which made reference to the salary situation by indirection. It did
not mention it specifically.

Mr. Scanprerr. Yes; and attached to that, as I recall it, was a
statement of my business career, and he asked me to make any
corrections it needed.

Mr. LowenTiaL. You knew that Mr. Wood was, during this
period, urging the desirability of having you as the new head of the
reorganized company?

Mr. Scanvprerr. He told me that he had recommended me very
strongly.

Mr. LoweNtaAL. You knew that for some period of time he had
been engaged in urging your selection?

Mr. SCAN’DRDTT I do not know how persistent he was about it,
because Mr. Wood was not active in the Milwaukee situation at that
time.

1 See “Exhibit No. 1953”, p. 7042,

RAILROADS AND HOLDING COMPANIES 6335

Ar, LoweNTHAL. You knew that some months at least before you
« selected as president he had been urging that you would be the
“{ man for that leadership?

Mr. ScanprETT. As I say, I know he recommended me very

ongl

Mrg %om ENTHAL. So, if he had any weight-and his opinions were
regarded as of any value his work was not at all a nullity in bringing
about this result?

Mr. ScanpreaT. Oh, no; I did not intend to give any such impres-
sion, if I did.

Mr. LowenTuar. Is it not your opinion that his worle was very
helpful in bringing abeut that result?

Mr. SCANDm rr. As I say, I do not know how much what one man
snid or what another man said influenced the final result, but I would
think that the statement by a partner in a firm that he was convinced
thal a certain man had the qualifications for the position would be
most persuasive with his partners if they had any reliauce at all on
hiv judgment.

Mr. LowenTaan. And night be persuasive with the clients who
wora active in the situation?

Mr. Scanprerr. 1 think so; yes.

Mr. LoweNtaaL. Thank you.

Mr. Rosier. I would like to offer into evidence a letter from Mr.
Senndrett to Mr. and Mrs. I'red H. Wood, dated January 4, 1928,
which, if Mr. Scandrett wishes me to read, I will read. 1 think, in
(he inlerests of time, T should move along. 1t is a letter somewhat

milnr to the lotters to Mr. Cravath and Mr. de Gersdorff. Am I
¢ veelin that?

Alr, ScanpreTrT. That is all right.

“nutor TroMan. The letter will be received.

(I'ho letter referred to was marked “Exhibit No. 1959 and is in-
bl in the appendix on p. 7044.)

1. Roster. I have a number of letters which bear on the selection
scandrett as president of the reorganized company, some of

~ Vv pen already in the record. I would like to offer the remainder
an . vecord in bulk, with an attached list showing by whom and
m v Lhe letters were written and the dates of the letters. They
e cor from Mr. Scandrett and all except four were written
puim  Tha date of his selection as president of the new company.
Il v e are on the date of lis selection and deal with his actual

! twa, .. director and president.

h © ouek, Would you mind reading the list of the letters?
Il o' oneor two that we would like to hear.

n .- oruan, Here is a copy of that list, if that will help you

vt b0 N, Hanauer].

.. 1. . I'you want us to read any of the letters, we will do so.

1t No.
oo . You say these were all addressed to me or from
1
Moo by s aAan. You have a copy of the list before you, Mr.
wirell, and Mr. [lanaver and his counsel have a copy. Perhaps
Old save time by just offering the letters for the record and then
want speciflically that one be read, we can do that.
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Mr. Rosier. I offer these letters for the record, with the list re-
ferred to.

Senator TrRuMan. They will be received.

(The documents referred to were marked ‘“Exhibits Nos. 1960 to
1989, inclusive, and are included in the appendix on pp. 7044-7053.)

Mr. Rosier. There are, I think, 39 letters and telegrams listed here,
all of which were sent to you or by you, Mr. Scandrett. Qut of that
Muimber eight letters or telegrams were not found in your files. Thirty-
Ohe were {ound in your files, Mr. Scandrett. If you want to check my
Statement on this, you are at liberty to do so. There were 31 of those
etters or telegrams found in your files, and they all bear in some way
O your selection as president and director of the St. Paul. That is
Subject to check by you, Mr. Scandrett.

SCANDRETT APPOINTED TRUSTEE UNDER SECTION 77—EXTENT OF
DISCLOSURE TO COURT AND I. C. C. OF INFORMATION RLEGARDING
EARLIER SELECTION AS PRESIDENT

Mr. Rosier. You recall, Mr. Scandrett, do you not, that there have
ten hearings before Judge Wilkerson, who is the judge before whom
the St. Paul bankruptey proceedings are now pending?

Mr. ScaNDRETT. Yes.

Mr. Rosier. Concerning the appointment of you and several other
gentlemen as trustecs under section 77. Do you recall that?

I. SCANDRETT. Yes.
Mr. Roster. And you testified at those hearings, did you not?
I. SCANDRETT. Y)(;s.

Mr. Rosier. Do vou recall that you were there asked whether you

4d any correspondence concerning your selection as president of the

Uwaukee?

. Mr. ScanprerT. I do not recall. I recall there was some examina-
tlon along that line. I have not the details of it in my mind.

Mr. Rosrer. [ would like to read from the record, Mr. Chairman,
before Judge Wilkerson with reference to the appointment of Mr.

Candrett and two other gentlemen as trustees of the Milwaulkee.
Mr. LoweNTEAL. At that time, Mr. Scandrett, the appointment
4d not been made and the question was whether you were to be

ahpointed ?

Mr. ScanpreTT. I do not know. I do not know what the date was.

Mr. Roster. These hearings, Mr. Scandrett, were held on Septem-
ber 24, October 8, and October 17, 1935. Do you recall that you were
abpointed trustee by order of the court on October 17, 1935?

Mr. ScanprETT. I do not remember the date.

Mr. Roster. Do you remember the date, Mr. Swaine?

Mr. Swainr. No.

Mr. Scanprerr. If it is subject to check, T would say yes.

Mr. Rosier. Of course. I would like to quote to you a portion
of your examination by Mr. Weiss. Mr. Weiss represented some inde-
Pendent bondholders, did he not?

r.ScaNDRETT. Yes;he sostated.
Mr. Roster. This is at page 267 of that record [reading]:

¢ Q. Mr. Scandrett, have you brought with you the correspondence and records
hat led up to your appointment as president?
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No.

. There was some correspondence, was there not?

1 do not recall that there was, Mr. Weiss.

ITave you searched your files?

No. have no recollection of any correspondence about it.

. In other words, all the proceedings prior to your appointment were oral?
Is that what you want to state at this time under oath?

A. Well, that is iny recollection,

Do you roecall that testimony, Mr. Scandrett?

Mr. ScanprerT. No; I do not. Of course what T had in mind was
the offer to me of the position and my acceptance, and that was the
subject of my interview with Mr. Hanauer. My {iles indicated there
was no correspondence in regard to that. I do not know now as to
how I happened to meet Mr. Hanauer at the time I did, whether he
telephoned me or whether he asked me when I was in New York to
drop in to see him. I have not a very good memory for details; I
have a pretty good one for essentials, and that is what I thought was
the subject matter of Mr. Weiss’ questions.

Mr. Rosier. Mr. Scandrett, you were sclected as president and
elected at a meeting on January 11, 1928. 1 want to read again
from part of that testimony [reading]:

Q. Mr. Scandrett, have you brought with you the correspondence and the
records that led up to your appointinent as president?

You did not consider that the tallkk you had with Mr. Hanauer, back
in December, had resulted in your appointment at that time as presi-
dent of the new company, did you?

Mr. Scanprerr. That was what I had in mind; yes.

Senator Truman. Then you either overlooked the files or con-

sidered them of no importance; is not that the idea?
- Mr. Scanprerr. T did not think that those particular letters had
to do with that particular question, because the only one with any
authority who talked to me was Mr. Hanauer, and I had no corre-
spondence with him on that subject. I think subsequently to that
date, when the investigator for the committee was in my office, I said:
“T have this file of personal letters on this subject, which I do not
think are what you want; but if they are, you can have them.”

Mr. Roster. We will come to those letters a little later.!

Mr. Scandrett, do you not think that Mr. Weiss and the judge
would have been interested very much in having these letters, this
correspondence that you had with Mr. Hanauer, Mr. Wood, Mr.
Cravath, and Mr. de Gersdorff concerning your selection as president
and who, you thought at that time, were in part responsible for your
sclectlon as president?

Mr. Scanprerr. T do not know. Mr. Weiss might have been
interested. T do not think the judge was.

Mr. Swaine. As a matter of fact, I think I made the statement
that Mr. Scandrett had been suggested by Mr. Potter. I made an
oral statement to that effect.

Mr. Rosier. We will come to that in a moment, Mr. Swaine.

Mr. Scandrett, Mr. Weiss was questioning you at that time, was he
not, about the factors that contributed to your becoming president of
the new company? Was not that the general trend of the testimony
that he was trying to get out of you?

Mr. Seaxprerr. No. T do not so understand it.

oroPor

TR TH
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Mr. Rosiir. Can yvou tell us what he was trying to find out?
Mr. ScanpruTr. What 1 thought he was trying to find out was the
ircumstances under which the presidency of the Milwaukee Road
was offered to me, and what T had in mind was the time the offer
was made, which was in the conference that T had with Mr. Hanauer
some time in December.

Mr. Rosier. Mr. Scandrett, I want to read to you from a statement
made by the court to counsel lor the independent bondholders after
counsel had asked you for the production of this correspondence. The
conrt said [reading]: :

You have asked him about the correspondence—

Referring to you—- _
and lic says, as I understand it, that there is not any. Is that your answer, Mr.
Scandrett, as to Ietlers relating to your sclection ag president of the new company ?

The Wrrness. Yes. I do not think there is a thing in my files in the way of
correspondence leading up to my cleclion as president of the railroad.

Do you not think that that question of the court and your answer,
Mr. Scandrett, adequately covered the correspondence which we have
put into the record this morning?

Myr. Scanprirr. No; I do not.

Mzr. Rosiur. I will read the question and the answer again. Tt is
by the court. [Reading:]

You [referring to Mr. Weiss] have asked him [referring to Mr. Scandrett] about
the correspondence, and he says, as I understand it; that there is not any. Is
that your answer, Mr. Scandrett, as to the letters relating to your clection as
president of the new company?

The WirnEss. Yes. I do not think there is a thing in my files in the way of
correspondence leading up to my election as president of the railroad.

Do you not think these letters had a bearing on yowr election as
president of this railroad?

Mr. ScanprrETT. I can only repeat, that I did not take it that they
were inquiring for letters that had come to me from personal friends
of long standing in regard to what they had szid or done in my behalf.
I was in no sense a candidate for this position with the Milwaukee.
Road. I was very happy with the Union Pacific; I had been there
for many vears and I had intended to spend my life on the Union
Pacific.  What I thought they were inquiring about was an offer
of the presidency of the railroad by those who had the power to
offer it to0 me; not this correspondence with my personal friends.
As T say, when it later developed that they wanted information of
this character I turned over to Mr. Canton, who was your investigator,
all of these personal letters.

Mr. LoweNTHAL. We will come to that, because we had an 8-
month delay in getting that file from you, Mr. Scandrett. I asked
you a little while ago whether you did not feel that the attorneys
for the bankers, or any of the attorneys for the bankers urging upon
their clients the desirability of your selection as president, would
have some weight, and you thought probably it would have weight?

Mr. ScanpreErT. I would think so.

Mr. LowenTHAL. I wonder whether letters that the people who
were then active in persuading the bankers

Mr. ScanpreTT (interposing). You have apparently one understand-
ing of it and I have another, and I accept in good faith your under-
standing, and T hope vou will accept mine.
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My, LowentHAL, It scemis to me that thirty-odd pieces of corre-
s pondence and telegraphic communications prior to your election as
president, between you and Mr. Hanauer, you and various partners ol
Kuhn, Loeb & Co., and others—

Mr. Seanprrwr. T othink there is no correspondence with Mur..
Hanauer.

Mr. Rosmur, There 1s a letter of January 2.

Mzx. Scanprwrr. That was after the oil'er had been made to me.

Mr. Lowsntnan, But prior to your election as president of the new
company.

Mur. Scannuwwir. Oh, yes.

Mr. Rosien. These hearings took place before the court in Sep-
tember and October of 1935. Do you recall that there wero subse-
quently hearings hefore the Comunission on the ratification of your
appointmont as trustee of the Milwaukee?

Mr. Scanpricrr, Yos.

Mr. Rosusr. And at that time you were again asked whether or
not you had any correspondence concerning your election as presi-
dent of the Milwaukoe. 1o you recall that?

Mur. Scanprerr. b think Mr. Weiss went into the same questions—
that is 1y recollection-—atl the hoaring belore the Commission that he
did at the hearing belore the court.

M. Rosimie. Do you recall when the hearings before the Commis-
sion took place, Mr. Scandrett?

Mr. Scanprwir. No; I do not.

Mr. Roste. Do you recall, My, Swaine?

Mz, Swaine, No; T do not.

Mr. Rosienr. Would you say that 1t was a month or two months or
three months alter the hearings?

Mr. Swainu., I would not say.  You have the record.

Mr. Scanonrwir. The confirmation by the Commission was effective
as of January 1, 1936.  So it would be some tine between Septeraber
and that time.

Mr. Rosten., Do you have any rocollection whether it was in
December of 1935 that your appointment was confirmed?

Mr. Scanpumir. No. | could find out very easily.

Mr. Rosier. Do you recall that Mr. Canton, a member of this
committee’s stafl, approached you in December of 1935 to find out
whether you had any correspondence regarding your selection as
president of the Milwaukee? Do you recail that?

Mr. Scanprury. I do not recall the date.

Mr. Rosier. May 1 read from a letter from Mr. Canton to you of
April 20, 1936, in which Mr. Canton states [reading from ‘KExhibit
No. 1990”]:

In accordance with our conversation had at your office on April 18th, 1 am
wriling you concerning your election as president of the above—

That is, the Milwaunkee—

in the year 1928. _

If you will recall, we had 2 prior conversation on or about December 3, 1935,
regarding the same subject matter. At that time your file No. 112-1928 had
not revealed any data other than the selection of directors. Then, I spoke of
correspondence, wires, and/or memoranda between yourseif and those responsible
for your appointment as president. You had no recollection of such documents,
). lings that the same was brought about by talks had either in person or over the
©.oolne,



6240 RAILROADS AND HOLDING COMPANIES

On April 18, this was again the subject of our conference, and again you stated
that you had no recollection of such documents preceding your appointment and
that you so testified beforc the Interstate Coinmerce Commission in connection
with your present appointment as trustee of the C. M. St. P. & P. R. R. Co.

Before we concluded our tallk, I suggested that you furnish a letter which, in
substance, would confirm the understanding that you had no correspondence,
wires, and/or memoranda pertaining to your appointinent as president. Where-
upon you requested I put the same in writing and that you would be pleased to
respond thereto.

Advantage is taken of this opportunity to express appreciation for the splendid
cooperation and assistance that has been rendered the agents of the committee
by you and your staff.

At that time Mr. Canton was not aware of these letters which were
subsequently obtained from your files, was he?

Mr. ScanorrETT. I do not recall. ITave you a record of the date
that T gave them to him?

Mr. Rosier. Certainly.

Mr. ScanprErr. 1 have had many interviews with Mr. Canton
from time to time.

Mr. LowrnNTuar. Jle was trying to get any such correspondence
from your files on & number of occasions?

Mr. ScanpreTT. I don’t know; I don’t recall about that, Mr.
Lowenthal; but he was in our office getting different files from time
to time. I did not have much conversation with him about that.
I think my recollection is refreshed. I think that he finally came in
to me with some copies of letters that he had taken from Kuhn, Loeb
& Co.’s files. T think it was those files; and T said, “Well, if you want
thesoe letters which transpired between friends of mine, which I did
not think were what you were after, those are in my personal files and
T will be glad to turn the file over to you.” T said, “A good many of
tho letters are purely personal, and I would not think they would have
any possible place in this investigation.”

Thereafter I turned them over to him and he seemed to agree with
me that a number of them really did not have any place in the investi-
gation, but he said his instructions were to get everything, and so, as
I recall it, he took copies of everything in the personal file.

Mr. LoweNtmar. There were introduced into the record this
morning a number of letters to and from you, and telegrams to and
from you, to and from friends of yours, as you testified. Did you get
the impression that there was any one of them that did not relate to
the subject of your hoped-for or prospective election as president of
the St. Paul?

Mr. ScanpreTT. They dealt with what some of my {riends had done
in what they regarded as my interest. But I repeat, Mr. Lowenthal,
that those were all preliminary, and the only significant interview of
which I know is the one I had with Mr. Hanauer in which he definitely
offered me the position.

Mr. LoweNTHAL. Do you feel that communications between your-
self and friends of yours, which show that they were trying to'get you
elected as president of the road, are papers with which the Senate
subcommittee conducting this inquiry could not properly concern
itself and desire to include in this record?

Mr. ScanprerT. They did not seem to me to be very pertinent;
but of course I am not the judge of what the committee regards as
pertinent. As soon as I realized that it was that kind of correspond-
ence that was wanted, I turned it over without any reservation
whatever.
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Mr. lloweNTHAL. You see, it was quite a bit of expense and labor
to tho subcommittee’s staff, and it was an cxpense to the subcom-
- *llee, to have to spend 8 months trying to get documents, or 6
monthy, trying to get documents from your files. :

Mr. ScanprETT. You would not say that that was all that Mr.
Canton was doing during 6 months—trying to get these personal files?

Mzr. LowenTaAL. But where he has got to report back to the head
field office, and they have got to keep on suggesting that he inquire
further, and so on, and then, where the staff, acting under instructions
of the chairman of the subcomnittee, 1s only able to get them because
coples of correspondence between you and Kuhn, Loeb, two or three
or a few documents, were seen in the files of Kuhn, Locb, and then
called to your attention, then, for the first time, we saw your files—
that sort of an incident, Mr. Scandrett, has not been merely one
incident in the work of the stafl, but we have had a great many such
incidents, and they have added great expense to the Senate subcom-
nuattee.

I am not saying that by way of criticism; I just want you to realize
the problem.

Mr. ScanpruTT. Of course, I could have turned over to Mr. Canton
originals and copies of what had been obtained from Kuhn, Loeb &
Co., but I turned over to litm a great deal mere than that. I think
you will find that Mr. Canton also stated—he so expressed himself to
me and I think he did in that letter—that he found the fullest measure
of cooperation thronghout the Milwaukee Railroad.

Mr. Lowentirar. He said so to you in April of 1936.

When did Mr. Canton get those papers?

Mr. Rosier. The letter from Mr. Scandrett to Mr. Canton is
dated July 2, 1936.

Mr. Lowentuan. Two or 3 months later he finally learns that at
the time he thought he was getting complete cooporation he was not
recelving 1t.

Mr. Scanprrrr. He said it to me since thon.

Mr. Rosier. I would like to offer for the record correspondence
bhetween Mr. Scandrett and Mr. Canton of our staff, dealing with the
production of these files. They can be separately indentified later.

Senator TrRuman. They will be recetved.

_ ('The letters referred to were marked “Exhibits Nos. 1990 to 2003”,
melnsive, and are included in the appendix on pp. 7053-7059.)
Mr. Rosier. Mr. Scandrett, may I suggest that you examine

these o little later. I just want to put themn in the record now.

You recall that at the hearings before Judge Wilkerson regarding
your appointrment as trustee Mr. Swaine made a statement purport-
ing Lo indicate how you had come to be selected as president of the

Milwaukee?

Mr. Scanprert. I think I recall something of that kind.

Mr. Rostunr. I would like to read from that statement, Mr. Chair-
man.

Senator Truman. Proceed.

Mr. Rosier (reading):

Mr. Swaine. Well, if you will put me on the stand and examine me I can tell
how Mr. Scandrett was chosen to be president of this company.

The Courr. Inasmuch as this question is raised here, and this hearing was set
for the 24th of September and is not finished yet, I will ask you to state it.
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Mr. Swarmne. At the conclusion of the last reorganization Mr. Byram stated
to Kuhn, Loeb and the National City Company, who were reorganization man-
agers, and, through them, to the various committees represented, that he did not
want to be president of {he reorganized company. Accordingly several of the
committees set about incuiring as to available men.  Numcrous persons were
suggested. My best recollection is that Mr. Scandrett's name was first suggested
by one of your reccivers in the previous receivership, Mr. Mark Potter, who had
known of nim while Mr. Potter was on the Interstate Commeree Commission.
Mr. Scandrett had been before the Conumission raany times while he was con-
neeted with the Union Pacific.  Mr. Potter apparently knew him well. At that
time [ knew it to be the fact that neither Isuhn, Loeb nor the National City
Company knew Mr. Seandrett at all.  Mr. Scandrett told me today that he had
never met thern until he eame down to mecet these representatives of the security
holders. Mr. Scandrett’s name was onc of several railroad men considered by
the several committees, and as they investigaied him they gradually came to the
conclusion that Mr. Scandrett was the hest of the several people under consider-
ation, and they unanimously agreed that an invitation to become president be
extended to him. T can state that under oath because I participated in the
-discussions.

Mr. Swaine. That is still a correct statement of the situation.

Mr. Lowentian. Mr. Scandrett, why was it that no mention was
niade of the fact to Judge Willcerson, when he was being told the story,
that partners of Mr. Swaine, including Mr. Swaiue himself, had busied
themselves in urging the desivability of the selection of yourself as
president and urging it upon the very same man, Mr. Hanauer, upon
whom Mr. Potter urged it?

Mr. ScanpruTr. Why was not the court told about that? If you
are intimating, Mr. Lowenthal, that there was any concealment from
the court, I would have to resent that.

Mr. Lowe~nTasr. What I am intimating is that the court was not
told at this hearing of the activities of Mr. Swaine’s partners and of
Mr. Swaine hlmself although Mr. Swaire was telling the court some-
thing about Mr. Potter.

Mr. Scanprurr. So far as I know, Mr. Swaine had no activitics in
connection with 1it.

Mr. LoweNtaar., There was introduced into the record this morn-
ing the reply from Mr. Swaine to Mr. Wood in August 1927, telling
Mr. Wood, who was then in Wyoming and who had asked about this
matter, that progress was being made, that it had been discussed
“downstairs,” namely, at Kuhn, Loeb & Co.

Mr. Scanprurr. There was not anything in that, as I recall, that
Mr. Swaine was advocating my selection. He was replying to Mr.
Wood, who was doing that.

Mr. LoweEnTzaL. You would gather {from that letter that he had
done something to carry out what Mr. Wood was suggesting?

Mr. ScaNDRETT. 1 thought he was just making a report to M.
Wood as to how he LhouOht the situation stood.

Mr. Lowentian. Would you gather from that that Mr. Swaine did
or did not know that his partner, “Mr. W ood, was urging your selection
as president as early as August 19277

Mr. Scanprerr. I think there is no question but what My, Wood—
I do not know it absolutely, but I should think there was no question
but what Mr. Wood had spoken to Mr. Swaine about it and urged 1t,
What I am saying is that I do not know to what extent, if any—
1 do not know now, and I did not know then—Mr. Swaine advocated
my selection,

1See “ Exhibit No. 19477, p. 7037,
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My, Lowentran. Mr. Scandrett, when there is before the court
the question of the selection of a man as trustee, namely, to be a
cgurt official in a matter ol administering a railroad, and the question
i Taised as to whether that man had been selected as pre&dent by
rcason of any close relationships of any kind theretofore, and the
attorneys for the bankers tell the court about recommendations of
Mr. Potter and do not tell the court about the recommendations of
the attorneys for the banlkers themselves, woulid you not say that the
court had not heen told the whole story?

Mr. Scanprurr. I would not say, by avy possible stretch of the
imagination, that anything was withheld from the court. I think
what the court was interested in was whether mny record ol 8 years as
president of this proper Ly was such that, following the custom ordi-
narily followed, I should he named as a trustee of the property while
it was being administered by the court. T think that was all that the
court was interested i,

Mr. Lowentman. ad the court so told you?

Mr. Scawnormrr. Pardon we. 1 am an officer of the court, but
throughout my connection with this matter, and under the court’s
direction, I have tried to give the court everything that it seemed to
me the court should have.

Mr. Lowunrman. Have you told the court ahout this correspond-
ence with partuers of Kuhn, loch & Co.?

Mr. Seawprerr. No; and I do not think he would be interested
in it. I regard it as entirely immaterial.

Mr. Lowunrman. Is it not the function of the court and the Com-
mission to determine whetlior [acts are material

Mr. Scanprurrr (interposing). I think everything that a party
regards as malerial should be disclosed to the court. I do not regard
this as material at all to the question that was before the court.
You apparently have a different idea. Can we not let it go that
gentlemen may differ honestly on a question ol that kind?

Mr. Lowunruar. Let me ask you what the gentlemen on the
board of the reorganized St. Paul did as soon as they were formed?
Did they select Mr. Swaine as one of the lawyers of the St. Paul
road?

Mr. Scanprerr. Mr. Swaine, Mr. Wood, and Mr. Swatland were
selected as counsel for the board.

Mr. LowentaaL. That is, Mr. Wood, who urged on the bankers,
his clients, that you be selected as president, was promptly selected
as one of the attorneys for the reorganized St. Paul?

Mr. ScaNDRETT. Yes.

Mr. LowentHAL. And Mr. Swaine, his partner, and Mr. Swatland,
another partner?

Mr. ScanprETT. Yes.

Mr. LlowsnraaL. Three partners in the firm?

Mr. Scanoprrrr, Yes.

Mr. Lowgnriasn. Do you know whether or not any of them had been
attorneys for the St. Paul before it went into the receivership of
192519287

Mr. ScanprrerT. I do not know. I had nothing, of course, to do
with the road at that time. But I understand they bad not.

Mr. LoweNtHAL. And two of the results that followed the reorgani-
sntion were that Mr. Wood’s candidate for president was selected
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as president, and several of the attorneys for the bankers who had such
a large part in that matter also became, for the first time, attorneys
for the St. Paul?

Mr. ScanpreTT. Of course, they had been attorneys for the reorgani-
zation managers during the

Mr. LowentHAL (interposing). You mean, for Kuhn, Loeb & Co.
and National City Co.?

Mr. ScanDrRETT. Yes.

Mzr. LowenTHAL. During the receivership period?

Mr. ScanprerT. Yes.

Mr. LowentaaL. And being attorneys for the bankers who con-
ducted that reorganization and who assumed, to use a word that was
used here, the leadership for the reorganization, they just nmaturally
flowed over into the position of attorneys for the company?

Mr. Scanprerr. Well, they are lawyers of very genuine ability,
and of course the knowledge that they acquired of the property of the
company and of its securities was of great value to the company, and
it seems to me that since it was desirable for the board to have counsel
in New York, they were the natural and logical ones to be selected.

Mr. Rosier. I would like to offer one more document for the
record, a letter from Mr. Scandrett to Mr. Pierpont V. Davis, vice
president, National City Co., dated October 4, 1929.

Senator Truman. It will be received.

(The letter referred to was marked “Exhibit No. 2004” and is
included in the appendix on p. 7060.)

Mr. Rosier. Mr. Hanauer, Mr. Davis was a representative of the
National City Co. and acted on their behalf in the reorganization of
the old company?

Mr. Hanaver. Yes. To a very considerable extent in the early
part, Mr. Mitchell was very much interested in that situatiou.

Mr. Rosier. Mr. Charles Mitchell?

Mr. Hanaver. Yes; in the early part.

Mr. Rosier. This letter reads, in part, as follows [reading from
“Fxhibit No. 2004"']:

I have your letter of the 2nd and am sorry there is any doubt about your making
the Directors’ trip. I have just returned from a small luncheon given in honor
of Mr. Winston Churchill, and I understand from his nephew that they were
sailing from New York on October 8h or October 12th.

And then, farther down [reading further]:

If I were to answer for myself, I would say unhesitatingly that we would be de-
lighted to have Mr. Robinson make the trip with us if you cannot do so, but there
might be a doubt as to whether each of the directors would feel the same way,
and this trip I regard as theirs. I look upon you and Mr. Hanauer as ex officio
members of the board.

Mr. Scandrett, did Mr. Hanauer and Mr. Davis frequently go on
inspection trips of the railroad with the other directors, or did they
ever take such trips?

Mr. Scanprerr. When I came to the property I thought it would
be highly desirable if we could have an annual directors’ trip. There
were not very many of them. A good many of my old railroad friends
discouraged me from undertaking to do it, saying that I would find
when the time came that all of the directors would beg off because of
being too busy to make the trip. But we were very successful in 1928
and 1929. I think we had about three-fourths of the directors on
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the annual directors’ inspection trip. I invited Mr. Hanauer and
Mr. Davis to make both of those trips with us. Apparently Mr. Davis
did not make this one in 1929. I am quite sure he made the one in
1028. Mr. Hanauer made the one in 1928, and I am not so sure

Mr. Hanavrr. I have only made one in my life.

Mr. Scanprurr. I thought it was very desirable to have the bankers
of the company get that bird’s-eyc view of the operations of the com-
pany and learn what we were trying to do in improving the operations
of the company; and so I invited them. I said “ex officio members
of the board.” Ol course that was a pleasantry.

Mr. Rosier. You say that was a pleasantry—‘“ex officio members
of the board”’?

Mr. Scanprurr. Yes. I had a high regard for both of them and for
their ability. As I say, I thought it was quite desirable that they
make those trips with us.

Mr. Rosier. Mr. Chairmman, I would like to introduce in evidence
at this time a copy of the report by a member of the committee’s
staff, containing extracts of minutes of directors’ and stockholders’
meetings, which was referred to carlier this morning.!

Senator TrumaN. The report will be received. )

(The report referred to was marked “Exhibit No. 2005 and is
included in the appendix on p. 7060.) o

Senator Troman. Whether it was accidentally or intentionally, it
seems to mec that certain very material facts were kept {from both the
court and the Commission, as the record has shown this morning, that
I think both the attorneys for the bankers and you, Mr. Scandrett,
should have referred to the court and to the Commission. I think
our record has also shown conclusively this morning that Kuhn, Loeb
& Co. were in absolute control of the reorganization from start to
finish; that they named the board of directors, the president, and had
complete control of the St. Paul Railroad after 1t started to run.
They were ex officio members of the board. )

Mr. Scanprurr. I regret very mucl, Mr. Chairman, that you think
| was derelict in any respect.

The CrArRMAN. I am not accusing you of any wrong doing, but I
think certain facts were concealed from the court and the Commission.

Mr. Scanprrerr. There was no intention of concealment; I can
agsure you of that. )

Senator Truman. The Committee will take a recess until 1:30
o'clock this afternoon. )

(Whereupon, at 12:30 p. m., a recess was taken until 1:30 p. m. of
the . .me day.)

1 lnpen, . 6823, of seq.



