
iNVESTIGATION OF RAILROADS, II0I1DING COMPANIES 
AND AFFILIATED COMPANIES 

THURSDAY, DECEMBER 9, 1937 

UNITED STATES SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON 

INTERSTATE COMMERCE, 
Washington, D. C. 

The subcommittee met a.t 10 o'clock a. m., pursuant to adjournment 
on yesterday, in room 412, Senate Olfice Building, Senator Ha.rry S. 
Truman presiding. 

Present: Senator Truman. 
Present also: Max Lowenthal, counsel to the committee; George 

Rosier, assistant counsel to the committee; and Lawrence Brown, 
executive assistant to the committee. 

Senator TRUMAN (presiding). The subcommittee will corne to order. 

TESTIMONY OF FREDERICK H. ECKER, CHAIRMAN OF THE BOARD, 
METROPOLITAN LIFE INSURANCE CO., NEW YORK CITY; TES­
TIMONY OF MARK W. POTTER, FORMER RECEIVER OF THE 
CHICAGO, MILWAUKEE & ST. PAUL RAILWAY CO.; AND TESTI­
MONY OF ROBERT T. SWAINE, OF CRAVATH, DE GERSDORFF, 
SWAINE & WOOD, NEW YORK CITY-Resumed 

FACTORS CONTRIBUTING TO 'l'HE ST. PAUL BANKHUPTCY IN 1935 

Senator TRUMAN. Mr. Rosier, you may proceed.� 
lVlr. ROSIER. Mr. Swaine, the Milwaukee Railroad came out of� 

receivership sometime at the beginning of 1928, did it not? 
Mr. SWAINE. In January of 1928. 
Mr. Rosnm. And in June of 1935, the railroad went into 77, did 

it not? 
Mr. SWAINI~.  That is right. 
Mr. ROSIER. At the time it filed its petition under section 77 the 

railroad company, or the debtor, also filed a plan of reorganization 
with the Intcl'st,ato Commerce Commission? 1 

Mr. SWAINE. It filed it first with the court, and then with the 
Interstate Commerce Commission. 

. Mr. ROSIER. That was toward the end of June of 1935? 
Mr. SWAINE. My recollection is that it was on July 1, or I believe 

June 30. 
Mr. ROSIER. On June 30, 1935? 
Mr. SWAINE. Yes. 
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Mr. ROSIER. And hearings were held on that plan before the Inter­
state Commerce Commission in August of 1935? 

111'. SWAINE. Yes. 
111'. ROSIER. At those hearings, Mr. Swn,ine, you represented the 

.debtor, I believe? 
Mr. SWAINE. Yes. 
Mr. ROSIER. In support of the plan? 
1lfr. SWAINl~. Yes. 
lvfr. ROSIER. Do you recall that in the opening stn,tOlucnt you made 

to the Commission you enumerated certain factors which, as I eOllstrue 
them, contributed to the bankruptcy of the company'? 

Mr. SWAINE. V1cll, I remember that I H!n,de a statement, but if 
you have it I would much prefer thftt you would quote from the stn,te­
ment than that I should attempt to repeat something I said 2 years ago. 

Mr. ]{osnm. May I state what I believe they were? 
111'. SWAINE. I would prefer that the statement go into the record 

11ere as I mn,de it and not as you may construe it. 
Mr. ROSIER. Well, I can--
Mr. SWAINE (continuing). If you have it there, why not read 

from it'? 
Mr. ROSIER. I will read from it. 
The debtor is a prod net of the reorp;anization following the receivership, wbich 

lasted from 1925 to 1928. * * * Its fixed charges, as a resLllt of tbe reorgani­
zation, hac! heen reduced from something over 20 million dollars to something less 
than $12,500,000, an amount which was well helow the lowest amount which the 
groperty hact eyer .earned as the system which it now is, that is, since the Puget 
;::;OUIlU reurvalUwtJOn. '.' * * In thc first two years of Its operatIon, It pro­
duced remarkable opcrating resuJt~.  having income availahle for interest all fUllded 
debt of over 30 million ool]ars in 1928 and of nearlv 30 million dollars in 1929. Its 
descent from this condition of prOi'perity was rapd. Its caJ'nin~s  dropped in 
1930 to $17,900,000, in 1931 to $9,000,000, and in 1932 to an operating deficit 
of nearly $300,000. 

I am skipping Borne of this, Mr. Swaine, and if yon feel you oeght to 
supply it for the record I will be glad to have it put in. [Ren,ding:] 

This decline-­

'That is, in operating revenues-
forced the board of directors to recognize, after the 1932 operating deficit, that 
there was at least a possibility that a reorganization of the capital structurc would 
prove necessary. And following that operating deficit the members of the 
bo~rd  of directors and the execut.ive officers of the company, and its counsel, had 
been thinking almost continuously of the problem of the financial structure of 
the property. That problem was accentu!1ted to the board Dot only by the fail­
,ure of income to sustain fixed charges-

And that was one of the difficulties, was it not? 
Mr. SWAINE. What do you mean? 
Mr. ROSIER. That is, of the failure. 
Mr. SWAINE. That was the difficulty. 
Mr. ROSIER. That was the principal difficulty? 
Mr. SWAINE. That was the difficulty, not--
Mr. ROSIER (interposing). May I continue reading: 
That problem was accentuated to the Board not only by the failure of income 

to sustain fixed charges, but also by rea,son of the fact that provisions which in 
the reorganization had been inserted in the mortgages for the protection of the 
'bondholders became a severe burden upon the company. 

1\'11'. SWAINE. They were not contributing causes of the receiver­
IIhip, bllt they were problems that would have to be taken care of in a 
l'lI(ll'j.(lLnization. 

Mr. ROSIER. That was the problem which--
Mr. SWAINE (continuing). They had nothing to do with bringing 

about the 1935 default, but--
Mr. ROSIER (interposing). It had caused a considerable burden 

upon the compn,ny and required some adjustment? 
Mr. SWAINE. Not a financial burden up to that time. The burden 

was prospective at that time. 
Mr. ROSIER. At the time you filed your plan in 1935? 
Mr. SWAINE. If you are taJking about the equipment problem, the 

burden was still prospective. If you are talking about the cumulative 
adjustment interest, it had no effect at that time. That was a prob­
lem that would lutve to be taken carB of in a reorganization. 

Mr. ROSIER. The accumulation of adjustment interest was how 
much. 

Mr. SWAINE. I have forgotten. You have it there, I take it. 
Mr. ROSIEH. Reading from the statement you made: 
The third concern was the piling up of the adjustment mortgage bond interest, 

which by July I, 1935, had reached the sum of $47,500,000 due. 

Does that refresh your recollection? 
Mr. SWAINE. If I said that that day, then I knew it that day and it 

was probably right. 
:Mr. ROSIER. Mr. Swaine, is it your opinion that the accumulation 

of 47;{ million dollars on July 1, 1935, on the adjustment bonds, 
would have had to be taken care of in some way? 

Mr. SWAINE. It would not have had to be taken care of until 1975. 
Mr. ROSIER. Which was the maturity date of the bond issue? 
Mr. SWAINE. Yes. And if earnings had come back that would not 

have been a problem. You have mised the question, and it has 
been raised here seveml times, and, Senator Truman, you have 
repeatedly stated that the purpose of this investigation is to get 
facts-­

Senator TRUMAN (interposing). That is true. 
Mr. SWAINE. Then I am going to take that statement at its face 

value, and I will go on and give some data that I think you should 
III \.V 0 as a part of your record. You have asked me what was the 
('lI.lIKO of this receivership, and I think I am entitled to make a state 
w('IIL ill the light of the innuendoes-­

,1\1.'. f,()WJ;;NTHAL (interposing). Mr. Swaine, how long will that 
rlt,nl,I'iIIIlIlL take? 

1\11', SWAINK I do not know how long, but it will be largely lTl 

HI,nUHl i"ld fOI'JIl. 

]\.1,', Lmn:N'I'IIAI,. Will it take as much as half an hour in time? 
Tvll'. ~WA I NI':. I do not think so. 
MI'. !.O \V 1':N'I'llA I,. 'Well, now-­
MI'. SWAIN]': (intot·posing). I think this should go in. 
S(lIIn-Lor TRUMAN. Very well. Put that in the record. I want to 

h01t1' it.. 
MI'. SWAINE. Senator Truman, I think fairness requires that I be 

nJlownc! 1,0 Ht.at,O what that situation was, especially in the light of all 
tlln nl'I'W1ll.1.iol1:-\ Lllll.t have hoen made or infel'red t.hn.t t.he receivership­
1'11/.ualf,11I1 fl'UllI nn i,"propOI' (~1I.1)il;HI  Hl.l'lld,III·(\ 
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Senator TRUMAN. You may proceed, I said. 
Mr. SWAINE. All right. The St. Paul Railroad, beginning in 1910 

and down to the date of the 1925 receivership, had income available 
for interest in these amounts: in 1910, $30,000,000; in 1911, $32,000,000; 
in 1912, $24,000,000; in 1913, $33,000,000-·and you will understand 
that I am only reading millions of dollars, while there were hundreds 
of thousands of dollars following. But I want to conserve time by 
speaking in round flgures. 

Senator TRUMAN. You will put that documelJt in the record, will 
you? 

Mr. SWAINE. Yes; so that you may have the exact figures. I will 
say that this statement shows gross revenues, operating expenses, 
taxes, total operating expenses and taxes, income available for 
interest on funded debt-·ma tured and unmatured-and fixed interest 
on funded debt. 

Now I will go ahead with the figures where I left off: In 1914, 
$28,000,000; in 1915, $26,000,000; in 1916, $32,000,000; in 1917, 
$21,000,000; in 1918, $23,000,000; in 1919, $24,000,000; in 1920, 
$22,000,000; in 1921, when the road came out of Federal control and 
had had imposed on it the expenses the Director General bau put on, 
$5,000,000­

Mr. LOWENTHAL (interposing). Mr. Swaine, have you been sworn? 
Mr. SWAINE. Yes, I have. 
Mr. LOWENTHAL. All right. 
Mr. SWAINE. And in 1922, $12,000,000. And what I say is the 

truth without my being sworn, I will say, Mr. Lowenthal. 
Mr. LOWENTHAL. An right. 
Mr. SWAINE. And in 1923, $19,000,000; and in 1924, $18,000,000; 

und in 1925, $16,000,000; and in 1926, $18,000,000; and in 1927, 
$14,000,000. 

Now, it was in the light of that earnings record, and I have not 
averaged these figures, but I dnre say the average is well above $20,­
000,000, and that 1925 plan as originally drawn contemplated but 
about $10,000,000 of fixed charges, and as modified by the Roosevelt 
committee it contemplated fixed charges of under $13,000,000. And 
if you have been following the figures you will see that the earnings 
recoTd shows that the fixed charges nnder the 1925 plan, were earned in 
Bvery year except the year when the property came out of Federal 
control, and the year immediately following, when there was a very 
slight deficit. 

Now, the first year after the property came out of the 1925 reor­
ganization, 1928, the earnings were $30,000,000; and in 1929 they 
were $29,000,000; and in 1930 they were $17,000,000; and in 1931, 
$9,000,000; and in 1932 there was an operating deficit, Then they 
went back in 1933 to $8,500,000; and m 1934 to $7,000,000; and 
dropped ltgain in 1935 to approximately $4,000,000. 

Now, that is the record of net earnings available. And if you will 
look at the matter of gross earnings in comparison with income 
availa.ble YOll will see thtt in 1916 the property hltd $105,000,000, 
out of which it saved $32,500,000 for interest. In 1936 the property 
had $109,000,000, and was able only to return $11,000,000 for interest. 
In 1937, estimating November and December, because we have not 
got the actual figures yet, the gross is $108,000,000, and we are able 
to take down for income available for interest, only $7,000,000. 

UAILIlQADS AND HOLDIKG COl\lPANms 

Nuw, jllst so that you can visualize that a little better, I have put 
if III j.!'mph form, and I think any fair-minded man who will look at 
11111 (, gl'nph will see two things: First, that the 1925-28 reorganiza­
I,illll was a conservative reorganization in the light of the earnings 
!'o<:ord; and, secondly, that the reason why this property went into 
receivership was the state of facts following 1929 which no human 
being could possibly have contemplated in the period from 1~25  to 
1928. This graph shows a line of gross revenues, and it shows a line 
of expenses. So that by taking the difference between expenses and 
gross revenues, you will see the income available for interest. 

At the bottom I have traced out on the graph income available for 
interest, and I have also shown three sets of lines: the first line show­
ing fixed chargcs up to the 1925 receivership; and, secondly, a line 
showing fixed charges nnder the plan as it was finally consummated 
in the 1928 receivership; and the third line shows the proposed fixed 
charges under the 1\);;l5 plan. 

Since the committee sn.ys it W:1.nts fn.cts, I should like very much 
t.o have both t.110 graph ltnd the statisticilJ table I have furnished, 
made a part of the foeord at this pain t. 

Senator TnuMAN. That wi)) be done. 
(The documents referred to were marked "Exhibits Nos. 2044 and 

2045" and are included in the appendix on p. 7086 and facing p. 7090.)1 
Senator TRUMAN. You may now proceed, Mr. Rosier. 

WEAKNESS OF CAPITAl,� STRUCTURE SET UP .,IN 1925 PLAN-DANKERS' 
KNOWLEDGE THEREOF 

Mr. ROSIEH. Mr. Eeker, thero has been some testimony on this 
reeord, to the effect n,s I understa,ncl that testimony, that if it had not 
been for the moclificntion resulting from the compromise with the 
Roosevelt-Iselin group of s(\eurity holders, tho compallY might have 
heen able to stay out of ba,nkmptcy, a,t lOfLst up to the present time. 2 

Am I correct in tha,t stntomont? 
Mr. ECKER. That statement has been made, and I am in accord 

with it. 
Mr. ROSIER Those modifieations resulted in the fixed charges of 

the company being increased by the sum of $2,300,0007 
Mr. ECKER. Incren,sed by $2,300,000 a year. 
lvlr. ROSIER. You were ltt the time of those modifications the 

(,Imil'man of the bondholdeI's' protective committee? 
M 1'. II~crum. Yes. 
1\11', I\.n;-;IER. That was the most important protective committee 

III 1111\ I !I:!.;; 28 reorganization, was it not? 
[\11', II;cl\lm. It was an important one, certainly. 
[\'11'. ((.0:':11':11.. 'Wouldn't you say it was tho most important one? 
Mr.I·:"I(I':IL I Wiluld say so; yes, sir. 
M", H,m:) I':", It included among its members representatives of 

'K,dlll, Lon!> & ('n. and the National City Co., 11r. Hanauer, and 
f\.h. Clll1r!(\s ?-/li(.clicll't 

M·I'. ECKJ':H. It ha.d those, and in addition to them it had represent­
ll(,iv(lR of illsj,itut.ions which were the largest bondholders. 

J lhlt\ HI II 1111flPll'III P llfnf sLl1.i\1llPllt sublnitted by tv!r. Swaine, TIcarings, Part XVII, p. 7230, printed 
JlIlIn." 7I1k~.1111  j'I':\i1ihll. No. :~"<!m."  
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Mr. ROSIER. Mr. Ecker, your committee consented to the modifica­
tions of the plan in November of 1925, did it not? 

Mr. ECKER. If that is the date; yes; the committee did consent 
reluctantly. 

Mr. ROSIER. Did you at that time consider the effect that the 
modifications would have 0)1 the capital structure of the new company? 

Mr. ECKER. We did. I say, we accepted it reluctantly, but on tho 
basis of the past earnings of the property, as has been testified to here 
by Mr. Swaine, the committee felt justified in accepting it, and 
together with the reports that had been made to us by well-known 
experts whom the committee had engaged to study the property and 
to make forecasts of what the earnings would be in their judgment. 

Mr. ROSIER. Who were those experts? 
Mr. ECKER. Coverdale & Colpitts. 
Mr. ROSIER. Did you consult them at the time this modification 

was made as to whether or not there was an adequate margin of 
safety if the fixed charges of the railroad were jacked up by $2,300,OOO? 

Mr. ECIo.m. I have no doubt we did, but I could not testify to it 
now. 

Mr. ROSIER. Do you recall that at the time you promulgated the 
original plan in .June of 1925, that Coverdale & Colpitts wrote a 
letter which was included in the plan itself? 

Mr. ECKER. Well, if it is there of course I accept it. 
Mr. ROSIER. It is in the plan, as I think you will find on page 23) 

Mr. Swaine. 
Mr. SWAINE. Of the original plan? 
Mr. ROSIER. Yes. 
Mr. SWAINE. Yes; I now find it. 
Mr. ROSIER. Mr. Ecker, would you take a look at the plan and 

follow me? 
Mr. ECKER. All right. 
Mr. ROSIER. On page 24, you will note, next to the last full para­

graph-and, incidentally, this letter is dated .June 1, 1925, at the time 
when the original plan was promulgated. 

Mr. ECKER. Yes. 
Mr. ROSIER. I quote from it: 
We have carefully studied the plan of reorganization which has been prepared 

by you. In our opinion, in the light of the knowledge which we have acquired 
of the whole situation, it adequately meets the financial problems of thc St. Paul 
system. 

It is apparent that the first requisite of any plan of reorganization must be to 
provide a means for financing these necessary capital expenditures and to bring 
the fixed interest charges well within the prospective earnings. These ends the 
plan accomplishes-­

And then it goes on to describe them as you will see. 
Mr. ECKER. Yes. 
Mr. ROSIER. Do you know whether Coverdale & Colpitts were 

approached in November of 1925, at the ti'me the modifications were 
made, to write a similar letter with respect to the charges proposed 
under the modifications to the plan? 

Mr. ECKER. I have no recollection of it. They may have or may 
not have been. I assume that it was a matter of so much importance 
it was discussed with them. 

Mr. ROSIER. You do not know whether they were asked to write a 
leUer about that? . 

M ". ECKER. I do not. 
JVI,', ROSIER. This document which I have in front of me and which 

il'l <:lLlled, "Plan and Agreement, dated June 1, 1925, with modifications 
of plan dated November 19, 1925," 1 is one complete document, con­
taining both the original pln,n anclletter of Coverdale & Colpitts, and 
the modifications of the plan that occurred in November of 1925. 
It contains no subsequent letter of Coverdale & Colpitts with regard 
to the modifications, does it? 

Mr. ECKEH. I assume it does not if it is not there. 
Mr. ROSIER. Mr. Swn.ine, do you know whether it contains a letter 

on that subject from them? 
Mr. SWAINE. I do not know. I have not looked for it, but I do 

find a statement on page 2 of the modifications: 2 

That the reorganized company should have moderate fixed interest charges and 
a financial structure that will enable it to raise the money from time to time 
required for capital purposes-

and so on. And following clown I find: 
All these requisites are mct by the modified plttn. Under the modifications, the 

position of thc financing mortgage is unehangcd. Whilc fixed interest charges 
are increased by $2,309,508, they arc well within present carnings as well as the 
lowest estimates of future earnings. 

Mr, ROSIER. But there is no letter from Coverdale & Colpitts on 
the modified plan? 

Mr. SWAINE. I cannot tell you whether Coverdale & Colpitts wrote 
a letter or not. I know that Mr. Colpitt,s was consulted, but whether 
he wrote a letter or not you would know better thn,n 1. 

Mr. ECKBR. Is there an estimate of enrnings in the record, :Mr. 
Swaine? 

Mr. SWAiNE. I do not know. Since you went into this matter and 
say you want the facts, I think it would be well to make the report of 
Coverdale & Colpitts a part of your record. 

Mr. ROSIER. We think it is too large. 
Senator TRUMAN. We can take it by way of reference, and the com­

mit.toe when it meets will consider it, and if they think it should be 
donn they will order it done. You may proceed, }vIr. Rosier. 

l"d 1', ROSIER. Mr. Ecker, do you know how long prior to the actual 
dll.l,(\ whon the modifications were agreed on-and they were agreed 
on, lI.c\ 'yOIl will note from the plan, a copy of which you have before 
yO!l, Oil November 19, 1925-do you know how long before that the 
nOg'oj,ill.l,iolls were going on between your committee and the reorgani­
;t,lI.tion JlIlll1llg'm's and other committees, and the Roosevelt-Iselin com­
mittees? WOllld it be matter of a month or 2 months? 

Mr. gCKlo:Jt. I wouldn't attempt to say how long, but there had 
heen nOg'otiat.ioI18. 

M1'. 1{oSIER. Mr. Chairman, I should like to offer for the record at 
this time n, telegmm from Mr. W. W. Colpitts to W. H. Coverdale, 
dated Noyember 3, ]925. 

Senator TRUMAN. It will be received in evidence. 
(The telegram referred to was marked "Exhibit No. 2046" and is 

ine1udod in the n,ppendix on p. 7090.) 
I flllli1:t\flllonl,ly onterocl os "Exhibit No. 2280" Hearings, Port XVII, p. 7492. 
, Jldd. 
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Mr. ROSIER. Would you say that at the time you were considering 
the modified pl:m, or may I read this in orelor to refresh your recollec­
tion [reading from "Exhibit No. 2046"]: 

PreliminD,ry study of change in St. Paul plan leads me to believe it will weaken 
plan in that safeguard against lean years will be lessened unless offset by rate 
increases, which of course problematical. Will study change further today and 
wire a definite opinion later. Expect to arrive office Thursday. 

I am sorry that I haven't an extra copy of this tr.legnun to furnish 
you. 

Mr. ECKER. I have heard it read. 
Mr. RosmR. Had you seen a copy of that telegram before today?
Mr. ECKER. No. 
Mr. SWAINE. It must be obvious that it weakened it, and Mr. 

Eckel' so testIfied 2 weel<s ago. Of course it weakened it to add 
$2,300,000. Everybody was reluctant to have that weakening, but 
the fact that it was weakened docs not mean that it made it weak. 

Mr. RosmR. May I read from a memorandum, by G. W. Burpee to 
Mr. COlpItts, dated November 4, 1925? Mr. Chairman, I am only 
going to read an extract from tho memoranllum, but am ofl'ering the 
entire memorandum for the record. 

Senator TRUMAN. The memorandum will be reeOlved 'in evidence. 
(The memorandum referred to was marked "Exlllbit No. 2047" and 

is included in the appendix on p. 7090.) 
Mr. ROSIER. I read as follows: 
I am attaching copy of a memorandum on the results of the proposed modifica­

tion of the St. Paul Reorganiiw.tion Plan. This memorandum was prepared 
after considerable discussion with Mr. Coverdale. You will notice from the 
conclusion in paragraph 0, that I have not attempted to state any categorical
conclusion. 

I talked to Lewis Strauss-­

He was a partner in Kuhn, Loeb & Co. was he not, 'NIl'. Swaine? 
Mr. SWAINE. I do not tbjnk he was a partner in the firm. 
Mr. ROSIER. Is he the Mr. Strauss who is a son-in-law of-­
Mr. SWAINE (interposing). It is pronounced S-t-r-a-u-s-s. 
Mr. ROSIER. Well, is he a son-in-law of Mr. Hanauer? 
Mr. SWAINE. That is right. 
Mr. ROSIER. I continue reading: 
I talked to Lewis Strauss, on the telephone this morning, and told him that you 

expected to be in the office tomorrow. Kuhn, Loeb & Company realize that the 
proposed modification will seriously weaken the plan but wish Coverdale & 
Colpitts to say whether the plan is likely to fail on account of the proposed 
modification. It looked to Mr. Coverdale andrne, after going through these 
figures, as if they might get away with the change, although it greatly reduces the 
margin of safety. Mr. Kahn will, undoubtedly, want to talk to you about this 
before you write the letter and Mr. Strauss will probably expect to hear from you 
sometime tomorrow. Kuhn, Loeb are, of course, extremely anxious that no ink­
ling of this get outside but rumors have already appeared in the press. 

Mr. Ecker, were you at one time in 1925, at or about the time that 
the modifications were being discussed, in Novem bel' of 1925, were you 
aware of this memorandum or of any opinion from Coverdale & Col­
pitts to the effect contained in this memorandum, namely, that the 
modifications would result in a weakening of the plan, or to quote: 
"will seriously weaken the plan" and "they might get away with the 
change, although it greatly reduces the margin of safety?" 
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Mr. ECKER. I have no recollection of having information of these 
specific statements. But I cannot see how thoy could do otherwise' 
than say it would weaken the plan. 

Mr. ROSIER. Mr. Ecker, the reference is "to seriously weaken the 
plan." And, again, that "they might get away with the change"--

Mr: SWAINE (interposing). Wait a minute, Mr. Rosier. This is 
an interoffice Coverdale & Colpitts memorandum, as is shown, so how 
cOll1(l we know about it? If you have a further memorandum, why 
don't you bring it out? If there is any such memorandum it will best 
show what Coverdale & Colpitts, the authoritative people, knew 
about it or said. 

MI'. Rosnm. :rvfr. Chairman, may I sti1te that I have been unable 
to find any memorandum on the agreement following this mem0ran­
dum, and I assume therefore that there is no such memorandum on the 
modifications of the plan, that there was not any memorandum written. 
But if you can supply the subcommittee with a copy of such memo­
randum, Mr. Swaine, I would be glad to have it. Incidentally, at this 
time I should like to state, that Mr. Colpitts, the mcmber of the firm of 
Coverdale & Colpitt8., to whom this memorandum was written-and 
he wrote the previous telegram-was requested to come to the hear­
ings this week, but he said ho had a very pressing engagement in 
Louisiana, and that on account of that pressing engagement he re­
quested us not to have him down here. It was as a result of that 
request that we permitted him to remain away from this hearing. 

Mr. ECKER. It is my recollection that Coverdale & Colpitts were 
'\OIl.sulted on everything that you have presented, and this seems to 
confirm that. 

Mr. ROSIER. But you do not recall that they wrote any letter such 
liS is referred to here. If you will refer to the memorandum you will 
note that it states [reading from "Exhibit No. 2047"]: 

Mr. Kahn will undoubtedly want to talk to yon about this before you write 
the letter-

Mr. ECKER. I have no recollection of such a lotter being written. 
I do know that they were consulted. 

M·I'. ROSIER. Do you know whether at any time prior to the actual 
1'''I'IIII1.[;ion of the new company, in January of 1928, either the Inter-
Inil' ( \owmerce Commission or the court, or any other body, was in­

r""IIl'.d Ihat in the opinion of the experts who had been engaged by 
I Ill' 1'"llllliolders' committee, of which you were the head and chair­
Illl~ll,  Ilmi. the modifications in the plan would seriously weaken the 
pi 11111 ',' 

1\1,', 1';4'III'il\. T have no such recollection of the word "seriously't 
1'l'inV IIHI'd. I IIfll sure they could not do otherwise than say it would 
WI'lI.1,(111 I·lin 1'111.11. 

1\111'. HOHII!;\!. 1)0 you have a recollection that any statement was 
IIlII.dll 1,1'111. il. Imd w('l1kened the plan, or that the plan was weak, by 
J't'li f\ll I I "f I.lilli. I'II.I',V? 

'Tvl r. I':c,um. N(); it was not weak by reason of that fact. It neces­
Ilt~l'i1y  \V<'I\.Jwlwd it, ll-nd it was for that reason we were reluctant to 
lI,tlj'jjpl. I.hl' lllodificu,tions. But we felt justified in doing it because we 
WI'I'lI d"Mil'olis of completing the plan of reorganization; there had been 
u. I'lllld !lnlll or I'olltroversy about it, and it was our judgmpnt, hased 
II Jill II 1111\ IlltH!' ('al'll illl2:s of the property Ilnd the forecn,sti-\ llIade hy 
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these experts, that we were justified in the circumstances in accepting 
the modifications. 

Mr. ROSIER. Mr. Ecker, are you familiar with the fact that Mr. 
Hanauer, sometime in 1926, in testifying before the Senate Committee 
on Interstate Commerce, and in answer to a question propounded by 
Senator Couzens, referred to the St: Paul plan-and this was in 1926, 
after the modifications had been agreed to-as a very sound plan of 
reorganization? 

Mr. ECKER. Of course, I have no knowledge of that. 
Mr. ROSIER. Mr. Swaine, you were hero I believe sometime in tho 

early part of November, with Mr. Buttenwieser, in connection with 
the Missouri Pacific matter? 

Mr. SWAINE. Yes. 
Mr ROSIER. Do you recall that an excerpt from Mr. Hanauer's 

statement before the Senate committee was introduced into our 
record, I believe as "Exhibit No. 1G31"? I 

Mr. SWAINE. I have no recollection of that. 
Mr. ROSIER. You say you have no recollection of that? 
Mr. SWAINE. No. 
Mr. ROSIER. May I state for the record at this time, Mr. Chairman, 

that that is an exhibit in our record? 
Senator TRUMAN. All right. 
Mr. ROSIER. Would you say, Mr. Ecker, that you were or were not 

familiar with that statement of Mr. Hanauer? 
Mr. ECKER. I do not recall it. 
Mr. ROSIJ~H.  Mr. Chairman, I also want to offer for the record an 

excerpt from a letter written by Mr. W. W. K. Sparrow to Mr. 
Hanauer, dated December 17, 1925, approximately a month after the 
modifications had come out. 

Spnator TRUMAN. It will be received in evidence. 
(The letter referred to was marked "Exhibit No. 2048" and is in~ 

cluded in the appendix on p. 7093.) . 
Mr. ROSIER. In this letter Mr. Sparrow states: 
I do not think the tinkering with the plan, while you were away. has strength­

ened it at all. Giving the disturbed bondholders 20 percent in fixed interest­
bearing securities I think has the opposite effect and really does not give the 
bondholders anything more than they already had. Of co\lI'se , getting the 
R01sevelt opposition out of the way has been helpful, particularly in the investi· 
gation hearings now taking place. 

Senator TRUMAN. Mr. Swaine, I have examined this statistical 
table. Have you any way of informing the subcommittee what per­
centage of the operating expense goes to labor, and what expense goes 
otherwise? 

Mr. SWAINE. It is shown on the graph as nearly as I could get it. 
It is pretty difficult to just pull out the labor. I tried to incorporate 
that information on one of the lines of the graph, and did it as best I 
could, but it is an approximation. 

Senator TRUMAN. I was just personally interested in it. 
Mr. SWAINE. Wages separately are not shown, but I took out items 

that would not involve that sort of thing, and gave you a line that 
shows what was most affected by wages. It has other factors there, 
Answering your question, I thought you would be interested in that; 
and I tried to get it, but was told it would take 2 months to get it out, 

I See Heerings, Part XIII, appendix, p, 6819. 
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Senator TRUMAN. Probably you could get it for us sometime in the 
future. 

Mr. SWAINE. They said it would take a force of men 2 months to 
segregate wages and just give the wages alone. 

Senator TRUMAN. All right. You may proceed, Mr. Rosier. 

DIRECTOR POTTER'S COWI'ENTIONS THAT THE MANAGEMENTS FAILED 
TO EFFECT ECONOMIRS THROUGH COOPERATION AND COORDINATION 

Mr. ROSIER. Mr. Potter, you became a director of the reorganized 
company in 1928, did you not? 

Mr. POTTER. Yes. 
Mr. ROSIER. The reorganized company, as Mr. Swaine has said, 

had earnings in 1928 and 1929 which were adequate to meet the 
interest charges? 

Mr. POTTER. I do not recall the figures, but that is my recollection. 
Mr. ROSIER. In 1930 do you recall whether the earnings declined? 
Mr. PO'I'TER. I do not recall that now. 
NIr. ROSIEn. You do not know whether the company was able to 

oarn all its interest charges, including fixed and accumulated contin­
gent charges, in 1930? 

Mr. POTTER. I would not make a statement in that regnrd. 
Mr. SWAINE. It is all shown on that table I just introduced. I just 

read the round figures in millions of dollars, but it is shown on that 
statistical table in complete figures. 

Mr. ROSIER. I think the Ligme you read was about $17,000,000. 
Would that conform with your recollection, about $17,000,000? 

Mr. SWAINE. Yes; something over $17,000,000. 
rVlr. ROSIER. Assuming that that figure is approximately cor­

!'od·-
Mr. SWAINE (interposing). It is almost $18,000,000, being $17,­

110] ,ODD and some odd cents. 
Mr. ROSIER. That was not a sufficient amount of earnings to meet 

hol,lI fixed-interest charges and cumulative contingent-interest charges, 
IVII,:: it, Mr. Potter? 

r\'ll'. POTTER. I have no recollection of that. 
tv),', ~WAINE. It paid 1?f percent that year. 
1\1", HOKllm. Isn't it true that both fixed and cumulative interest 

ClIIIII'I~jlH  \\'111'(1 n.pproximately $22,000,000? 
MI', Hw,\ 1N I':. That is my recollection. 
MI'. H,4 H~III:Il" Mr. Potter, in 1930 do you recall advising with the 

I'I'IIHidlllll, or' 1.1111 directors of the board concerning effecting possible 
.\l'llll\lIl1i(\H ill 1.11(1 operation of the St. Paul Railroad property? 

1\4 I'. PO'I"I'lo:Il, Tlln,t subject was up frequently and almost continu­
"lIv 1I,j, ('.1\(\ III(~(',l.ill~':K ill one way or another. 

~il!'.  I{osn:l{, Ho[.ween what general dates, would you say, Mr. 
I 'oI.Lo!"/ 

Mr'. P()'l"l' 1m. 011, most of the time. Generally, I will say, there was 
IL flllllillg' or <:oncern on my part, at least. I remember that at one 
Ilinlt l , lI,fL(I!, Imvillg discussod certain policies with the president and not 
Ill\lt,,~  111.111 1.0 <:Ollvillce him that a certain line of action was required, 
1 did 1IIIIId /I, (\OIllIl1I111ication to the directors on the subject. 

1\11 114111111111. H.y Lhe president, you mean Mr. Scandrett? 
1\11'. 1'1111"111111. )'mol. Some months In.tel' I think I sent another one. 

II lIu,1I /III 1.1 In JII 
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Mr. ROSIER. You sent a series of communications, did you not? 
Mr. POTTER. Yes; I think, finally a third, all of which you have. I 

do not remember the dates. I think I have them here with me, as a 
matter of fact. 

Mr. ROSIER. By the way, Mr. Potter, do you recall that sometime 
in 1927, while you were still receiver of the property, but before you 
became a director of the reorganized company, the Chicago, Mil­
waukee & St. Paul opposed a merger or unification project for the 
Great Northern and Northern Pacific? 

Mr. POTTER. The receivers opposed it?� 
Mr. ROSIER. The representatives of secmity holders opposed it.� 
Mr. Po'rTER. I do not recall at the moment. I recall the subject� 

being up; I do not lecall j list what was its nature. 
Mr. ROSIER. You do not recall whether it was 01' was not opposed? 
Mr. POTTER. It would be a guess, but I would say it was opposed. 

It seems to me that is my recollection. 
Mr. ROSIER. Do you recall whether or not it was opposed, among 

other things, on the ground that greater economies, or at least as 
much economy could be effected, if the unification did not go through, 
by cooperation and coordination between the Great Northern, the 
Northern Pacific, and the St. Paul? 

Mr. POTTER. My recollection is perfectly clear about that now. 
My recollection is perfectly clear that a policy of cooperation and 
coordination which could and, I thought, should be accomplished 
without reorganization would be preferable. If that is what you are 
trying to get at, that is my recollection. 

Mr. ROSIER. Can you tell us just what you mean by cooperation 
and coordination? 

Mr. POTTER. That is a great big job. 
Mr. ROSIER. Briefly. Would you say that it would include, for 

example, consolidation of terminals such as the use of one terminal 
by several railroads instead of several terminals? 

Mr. POTTER. Yes; it would include a great many things. Funda­
mentally and basically it would have been an arrangement for the 
division of traffic and earnings, with the idea that the traffic would 
move irre3pective of ownership of lines over that route which made 
for the greatest economy; and that would take traffic away from 
certain lines which, under the competitive conditions, were striving 
for it, and they would have to be compensated for surrendering it. 
My opinion was, and the results of my study were, that if that policy 
had been pursued all of the carriers, including those that surrendered 
traffic, would be very much better off, and in the end the policy would 

. make for enhanced value of securities, better earnings, better wages, 
and lower freight rates. That was the basic principle. That carried 
with it, of course, plans with respect to shops. It contemplated that 
the repairs for all of the lines would be made in the most efficient 
shops, which would be run at maximum capacity. Expenditures for 
maintenance and operation of shops would be greatly reduced. It 
meant that the lines of greatest efficiency and economy would be used 
pTcferentially, which, I recall, in our case meant that the St. Paul 
electrified lines would be used more extensively and with great benefit 
to all concerned, to an extent that would have proven that the elec­
trification of the St. Paul extension was a good thing for all of the 
lines; and the policy meant that an enormous amount of disgraceful 
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('()JllJletitive solicitation for traffic, which is nothing in the world but 
/III 1\{l'ort of one competing line to steal businef6 from another, and 
tIleD for the other to steal it back, would have been stopped. 

Mr. LOWENTHAL. May I interrupt you for just a second therp.?� 
Mr. POTTER. Certainly.� 
Mr. LOWENTHAL. Do'I gather that your thought is that the solici­�

tntion does not increase the total volume of business for the railroad 
industry as a whole, but merely results in the shifting of existing 
business from one road to another, and then back again?

Mr. POTTER. Exactly.� 
Mr. LOWENTHAL. Thank you.� 
Mr. POTTER. And it meant that the extravagant display of freight� 

and traffic offices in the large cities would all be shut down. 
:Mr. LOWENTHAL. Would you briefly indicate what that involves,

thflt kind of display? 
Mr. POTTER. You know better than I do. You know that on 

l'ifth Avenue in New York the St. Paul has a very expensive office, 
which I was largely to blame for. I favored doing it because other 
lines had them, and we were forced to. On the block above, the 
Northern Pacific and the Great Northern had offices. Everybody 
was compelled to go in and do things because the other fellow did. 
We were compelled to be wasteful and extravagant and foolish 
because the other fellow was; and there was no cooperation, no intelli­
I!r.nt effort being made by the management to stop those crying sins. 
That is what I had in mind generally. 

Mr. LOWEN'rHAL. There was a reference here a day or two ago to 
l\, report by the Federal Coordinator of Transportation transmitting 
It report of some of the staff on the sllbject of fisca:l agencies, giving 
Howe of the smaller economies that might be effected. I wondered 
if you had had occasion to read that report. 

I'vlr. POTTER. No; I do not think.! did. I had it, but I do not think 
I 1'I'lid it. You say it was dealing with fiscal agencies? 

""". LOWENTHAL. Yes; a recommendation made to the board and 
1'lllIlIlllInicated by him to the regional coordinating offices, that the 
I',dll'fI"dH have a jointly established agency operating at cost, instead 
.11 "H.vlflr~ hnnks and trust companies in New York for the performance
IIr """'lIill financial services. Perhaps you have heard of the report? 

~  11 I '(I'I'Tlm. I do not recall it. That is a pretty big question, and 
I \\ lIlIld h" ~lad  at some time, at the proper time, to give you my 
"pill"llI 11111,0 HllCh operations. I would not want to do it in a moment. 

~'"  I,ow l<:N'I'IIAL. I did not want to interrupt you. Proceed. 
"II', 1'11'1"1'1':11" I think I have answered your question. I could 

WI 1111 fill' h'"II'H. . 
MI', HWAINlil. We have had our own fiscal agency. We have not 

1\lIlplll.\'lId lilly hllllk or trust company as fiscal agents. 
MI'. LlIWI'IN'I'IIA1.. It deals with many things besides that technical 

tlll'lll trfiH(~nl 1Ig-(·II(~Y." It d.eals with the use of trust companies as 
1I101'(,'~111'.(\  tr'IIi-lI,l'l'H, IlJld so on. 

M ". I'(YJ"I'l':II. I am willing to admit that I was thought to be a 
1'/'lIl1k, IIl1d I think. probably the thought was right, on the subject of 
(\nol)p"ntion n.nd coordination. I got on the bad books of every 
1'lIill'lIl1l! (\X(\(~ut.ivc in the United States. The only man who kopt mo 
elll 1.11/\ "Ililmlld Ilnd gave me an opportunity to mn!w t.llII.f. fig-llf, WIIH 
,11"'111110 111I1I1J.1I('1·. 
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Mr. LOWENTHAL. 'iV'as Mr. Eastman also on the bad books, for 
some similar reason? 

Mr. POTTER. No; I do not think so. I think all the railroads had 
a lot of confidence in Eastman, and I think they considered at the 
outset that he was going to do some great things. Dut the trouble 
was that at the last moment the Congress put a provision in the 
coordination bill which stopped intelligent progress and made eCOll­
omies impossible by not allowing reduction in the item of wages. 

Mr. LOWENTHAL. Mr. Potter, on the subject of fiscal agencies, if 
you have time-I do not know whether it would be possible for you 
to do so, before the he,aring on the St. Paul matter is concluded-but 
we have a copy of that report available if you care to peruse it after 
the session today. 

Mr. PO'fTER. I would be glad to peruse it at any time, and I will 
be glad to give you my impression. There is nothing about this 
railroad situation that I am not willing to talk about and give you 
my views on. I have been working on this subject for 25 years. 
I began this idea of cooperati6n and coordination when I was presi­
dent of the Clinchfield road and had relations with the Southern 
Railway, the Atlantic Coast Line, the Seaboard and the Louisville 
& Nashville. I made suggestions along that line which would have 
been very constructive and helpful, but I was blocked because the 
big systems said they, could not afford to admit that the Ii ttle Clinch­
field could haul traffic cheaper than they could; and I never got any­
where. I took the receivership of the St. Paul Road mainly for the 
purpose of getting a chance to have a crack at those practices, and 
I continued as director for that purpose, and I fought in season and 
out of sonson with everybody, particularly with the railroad execu­
tives, to that end. About the only support I had was Mr. Hanauer. 
He cOll1d have kicked me off if he had wanted to, but he did not do it. 

Mr. LOWENTHAL. Off the board of the St. Paul? 
Mr. POTTER. Yes. He did not ask me to go on the board. 
Mr. ROSIER. You say he asked you to go on? 
Mr. P01'TER. No; I did not say he asked me to go on. If this is 

the proper time I would like to put this all in. Probably this is not 
the proper time for it. But I wish, after you get through, you would 
give me an opportunity to tell you about the railroad picture as I 
saw it. 

Senator TRUMAN. We would be glad to have that. 
Mr. POTTER. I would like very much to do it. With that under­

standing, I will just answer your questions as briefly as you wish. 
Mr. ROSIER. At any rate, you did send a series of letters to Presi­

dent Scandrett and to other members of the board concerning your 
views on what could be effected and should be effected by way of 
cooperation and coordination? 

Mr. POTTER. Yes. 
Mr. ROSIER. Those letters, would you say, were sent as early as 

1930 and 1931? 
Mr. POTTER. The first one here was sent April 23, 1931. 
Mr. ROSIER. I have here a letter dated December 15, 1930. Per­

haps you have not a copy of that letter. Just to fix the date I will 
offer that letter into evidence. Those are excerpts from the letter 
that you have there. 
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Mr. POTTER. I remember, now, writing that letter, and it was 
because Scandrett lmd I did not agree that I wrote to my directors. 
Thpt is a fact. 

Senator TRUMAN. The letter will be received in evidence. 
(The letter referred to was marked "Exhibit No. 2049" and is 

included in the appendix on p. 7093.) 
Mr. LOWENTHAL. That is regarded as entirely proper practice, 

is it not, for one of the directors to communicate with all tho others 
as to his views? 

Mr. POT'l'ER. Oh, I think that would be a director's right and, 
perhaps, duty. 

IvIr. ROSIER. I have offered the entire letter for the record. 
Mr. POTTER. I did not stop to consider proprieties very much. 

I wanted results, and I think it was all right. 
Mr. LOWENTHAL. I think you are right, Mr. Potter. 
IvIr. POTTER. Thank you, sir. 
Mr. RosmR. Mr. Chairman, I would like to offer into evidence at 

this point a, letter from Mr. Potter to Mr. Scandrett dated May 25, 
1931, on this general subject. I will offer the entire letter into 
evidence and read certain excerpts from it. 

Senator TRUMAN. The letter will be received. 
(The letter referred to was marked "Exhibit No. 2050" and IS 

included in the appendix on p. 7096.) 
Mr. ROSIER. I will read from the third paragraph [reading]: 
I do not want to be regardeo as riding too hard. I am much concerned over 

the present situation. If I could feel that good times were going to return speeriily, 
I would not he so perplexeo. I am apprehensive that net earnings are going to 
remain down for a long period-

This was in May 1931, that you wrote this letter, Mr. Potter? 
Mr. POTTER. Yes. 
Mr. ROSIER [continuing reading from "Exhibit No. 2050"]: 

II. period through which certain carriers may not be able to live and so long as even 
1.0 Illenace the financial structure of the Milwaukee. If there is anything I can 
do, 1 want to do it. I perhaps have a desi,re to get in the clear and be in position 
I., I HII.Y I did all I could. 

M I'. POTTER. Why not read the next sentence, while you are 
1'lmdillJ!.'? 

I'vl,'. I{OSIER [reading]: 
I ".\1111.1' j,rlieve a legitimate desire to be helpful is my most important impulse. 

rlill fnlt very seriously about this problem, did you not, Mr. Potter? 
MI'. l'o'I"J'ER. Indeed I did. 
MI'. H.OSIER. You felt that this was the only way in which the rail­

"o"d:l, IIl1d the Milwaukee, could keep alive through the depression 
1111111111 wlti(~h you foresaw at that time might continue for a long 
Ii IIII"t 

1',,11'. 1'1I'1"I'lo:H. Yes; and what I suggested for a long time had been, 
1111'11 \\'1114, nlld 1I0W is, and always will be the problem; and whether 
I,llI' ,',dll'nll,dfl liv(\ or die economically depends upon how that very 
Cltll\~I"1I11  i~1  ~lIillg  to be worked out. And on that point I think, 

"IIII,tell', 1.1111.1. 'y0llr committee is the last hope for the carriers. 
lI'mlolll' 'l'I(IIMAN. T hope we can arrive at some solution. That 

I \,II.\' \V1l Jl,1'l\ I.l'ying' to get information. 
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Mr. POTTER. I would like to help you, and I think I can if you will 

give me tbat opportunity. 
Senator TRUMAN. We will give you that opportunity. 
Mr. ROSIER. Mr. Potter, at or about that time the carriers were 

applying fora rate increase, were they not? 
Mr. POTTER. Yes. 
Mr. ROSIER. You did not feel at that time that the carriers were 

doing all they could in the way of paring down expenses, did you? 
Mr. POTTER. I certainly did not. 
Mr. ROSIER. And you felt the same tiling was true of the Milwau­

kee, of which you were a director? 
Mr. POTTER. Yes; and of every other railroad in the United States, 

particularly the stronf; railroads who did not need any help. 
Mr. ROSIER. Mr. Chairman, I would like to read from f\, letter 

from Mr. Potter to Mr. Pierpont V. Davis, dated January 12, 1931, 
and introduce the entire letter into the record. 

Senator TRUMAN. The letter will be received. 
(The letter referred to was marked "Exhibit No. 2051" and is in­

cluded in the appendix on p. 7098.) 
Mr. ROSIER. Who is Mr. Davis, Mr. Potter? 
Mr. POTTER. Mr. Davis then was a vice president of, I think, the 

National City Co., which was one of tbe companies in the Nn.tional 
City Bank outfit. He was the man who went along in the reorganiza­
tion work in a manner somewhat similar to that in which Mr. Hanaller 
functioned for Kuhn, Loeb & Co. The two institutions were joint 
managers. 

Mr. ROSIER. I would like to read excerpts from the letter, of which 
you have a copy in front of you, Mr. Potter, beginning on page 2, the 
last two paragraphs [reading from "Exhibit No. 2051"]: 

I believe that within their proper function railways operating with proper 
cooperation can meet the competition of other facilities and survive with increas­
ing prosperity. Critics of railroads, who -are Clamoring for lower rates, really 
could say more than they do say if they knew what to say and how to say it. 

Mr. LOWENTHAL. From what portion are you Teading now-on the 
first or second page? 

Mr. POTTER. It is on the second page. 
Mr. LOWENTHAL. 'Where on the second page? 
Mr. POTTER. Next to the last paragraph. 
Mr. LOWENTHAL. Thank you. 
Mr. ROSIER (continuing rending from "Exhibit No. 2051"): 

There is a lot in the notion that with proper management present rates are not 
too low but in fact are too high, and that with proper management even lower 
rittes could be put into effect while a fair return would provide for all. You aptly 
Bay that present conditions "present a challenge to railway management." 

Some time or other the facts will come out. If they are not reco/!nized and 
corrected by the carriers, they will be discovered by others and other :neans 
to correct them will be found. Carriers can be managed privately with proper 
coordination. If they do not so cooperate, I believe government ownership will 
be the inevitable end; and disliking government ownership and disbelieving in 
it as I do, I have become convinced that under government ownership the roads 
can be operated more successfully than they are being operated today. 

Mr. Potter, what is it that the public does not know, that you 
know, that is referred to in that letter? Will you just straighten us 
out on that? 

Mr. POTTER. I can give you a brief answer, but I would like to go 
into it more fully that I can at this time. 

KUllator TRUMAN. We want you to go into it fully; but make your 
IMIMwer as brief as you can. 

Mr. POTTER. I had in mind the general inefficiency of tbe railroads 
in their collective relation in rna tters of operation. The railroads 
iI1dividu~  were operated with greater skill than at any time there­
tofore. We had more skillful and competent railroad managements 
than we ever had for an individual property. We had better manage­
ment than we ever had. But in the collective relation, and taking 
the industry as a whole, the railroad industry, in my judgment, is 
more inefficiently operated than any other industry in the country, 
with the possible exception of the bituminous-coal industry. That is 
what I had in mind. 

I have not tried to be a reformer, and when anybody bas asked my 
opinion he hilS gotten it, and it has been that. You will observe that 
this letter was written because of the reason shown in tbe first pll.ra­
graph, in which it is stated [reading from "Exhibit No. 2051 "J; 

It was yery kind of you to eend to me your letter of the 9th, inClosing a study 
which you have just completed. 

Except for the receipt of his letter, my letter would probably never 
have been written. 

Mr. LOWENTHAL. Mr. Davis himself was not a member of the 
St. Paul board, was he? 

Mr. POTTER. J'\o; he was not a member of the St. Paul board, but 
he was very happily referred to by Mr. Scandrett as a sort of all 
ex-officio member. 

Mr. LOWENTHAL. He was an official of the company wilich had been 
one of the two reorganization managers in the 1925-28 reorganization? 

Mr. POTTER. Yes. May I just Sl1Y one more word right there? 
Mr. LOWENTHAL. Yes. 
Mr. POTTER. I was sorry to see the criticism of that reference, 

"nx-officio director." This was the fact. The National City Co. 
nllt! the Kuhn, Loeb outfit had been the spokesmen, as it were, for the 
vnrious committees. Someone had to be the head and lead. After 
('ollference with these various committees the reorganization plan 
wnH worked out and put into effect. Those two concerns had a lot 
IIf rnsponsibility. When we carne to operate under that plan, I, as 
Il dimctor, was very eager to keep their feet in the water just as far 
1111 I could, !l.nd I was delighted to have them sit in and help us carry 
Ihtl rOl'ponsibility. And that is all they did. 

Hf'lIutor TRUMAN. Do you believe that this same situation would 
11,1 ~ply to the present application for rate increases? 

tv! r. POTTER. Do I what? 
S('lllttor TRUMAN. Do you believe that the situation referred t'J in 

l,hiH liM,cr of yours,-of January 12, 1931, would apply to the present 
II pl'lil'lI Lion of railroads for a rate increase? 

M I'. l'OTTER. I want to be guarded in answering that. I will answer 
ii, Utili wily. The need for eooperation is just as present; the resultmg 
Wlltlt,lIti lire just as great. VThether, notwithstanding that fact, there 

1 IIII/Id for a rate increase I am not in position to determine. vVhether 
II, hi fllllHihlc to bring about this coordination promptly, particularly 
\\ illl I II" ]ll'Osent attitude of the Congress toward labor, particularly 
wil,11 L1liH L don't know how to cbaracterize it with an adjective, but 
thill Illllllllll1'0 that labor has witb Congress-whetber it is possible to 
e10 1,lu\ l'ilthL t,llillg, I do not know. I have a very distinct idea as to 
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what ought to be done, but I do not want to judge the other fellow; I 
do not want to blame the Congress or the Commission. It may well 
be that thl?re is need for a rate increase. But I do say that in my 
judgment if the right policies had been pursued in the past you' would. 
have had a gradually descending rate basis instead of an i.ncreasing one. 

Mr. LOWENTHAL. Apart from the problem of labor to which you 
refer, tbere are economies such as those thn,t I thinl, Y1U ITJcmtioned, 
by way of illustra.tion, economies in sohcitatiJn, whether those would 
increase in a smaller or larger amount, could they not be put into 
effect anyway?

Mr. POTTEn. No; they could not. Theoretically they could, but 
they could not, practically, for this reason. Pnder the present com­
petitive system evory road management has uplm it its duty to fight 
for business. It cannot voluntarily surrender to some other line. It 
cannot shut its doors or reduce its activities; and it never can unl0ss 
and unt.il yon have agreements for the routing of tra.ffic and for the 
division of cn,rnings, which will accomplish aU the savings and, !l.t the 
sn,me time, take care of the lIDes which need revenue. The trouble of 
it is ineffi.eiency, extmvagance, and waste. You have got to tackle 
those problems, and you will never get anywhere until you do. 

Senator TRUMAN. Proceed. 
Mr. ROSIER. Mr. Chairman, I would like to ofreI' for the record a 

letter from Mr. Potter to each member of the board of directors of 
the Milwaul,ee, dated May 18, 1932, and I would like to read certain 
extracts from it. Do you have a copy of that, MT. Potter? 

Mr. POTTER. Yes;Ihave. 
MT. ROSIER. This letter is addressed to each member of the board of 

directors, is it not? 
Mr. POTTER. Yes. 
Senator TRUMAN. It will be received. 
(The letter referred to was marked "Exhibit No'- 2052" and IS 

included in the appendix on p. 7101.) 
Mr. ROSIER [reading]: 
I have felt that perhaps I had pressed too hard to bring about reforms that 

woukl be beneficial to our company, and that I would make no further effort. At 
the moment, however, I have a feeling that I am not justified in abandoning the 
cause. 

There is a rule of law to the effect that where directors are p;uilty of neglect in 
failing to perform their duties, they may be held liable to the corporation for 
damages in suits brought by stockholders on behalf of the corporation. It is so 
clear to me that there is a lot that can be done to forestall disaster and prevent loss 
to shareholders that I am a bit apprehensive that this rule may be used against us. 
It certainly puts it up to us to do everything we can. 

Mr. Low ENTHAL. Would it be a fair thing to say that that, in 
effect, said to the directors that if they did not do their job with 
reasonable care they might be sued for failing so to do? 

MT. POTTE R. That was the thought I wanted to bring to their 
attention; yes.

Mr. LOWENTHAL. Thank you, Mr. Potter. 
MT. ROSIER (continuing reading from "Exhibit No. 2052"): 
Some months ago I gave notice that I intended to ask for a joint committee' 

representing the Northwestern lines to study cooperation. 

The Northwestern lines are the Great Northern and the Northern 
Pacific. Were there any others, MT. Potter, that you had in mind? 

MT. POTTER. Read the sentence again. What was the sentence? 
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I'vll'. ROSIER (reading): 
Horne months ago I gave notice that I intended to ask for a joint committee 

ftlprcsenting the Northwestern lines to study cooperation. 

M1'. POTTER. Now, you l1sk me what? 
Mr. ROSIF.\R. What were the Northwestern lines? 
M1'. POTTER. The Northern Pacific, the Great Northern, and, I 

tltink I had, in mind, the Burlington 11lso. 
M1'. SWAINE. And the Chicago & North Western? 
M1'. POTTER. The Chicago & North Western; yes. 
M1'. ROSJ:ER (continuing reading from "Exhibit No. 2052"): 
At the board meeting I deferred pressing the motion for this because there 

seemed to be a feeling that such action by the board would embarrass the presi­
dent, and because of the assurance of the president that he would endeavor to 
bring about the appointment of such a committee, and that he could do as much 
without the resolution as with it. 

Whl1t was the meanin~  of the reference to the possibility of embar­
mssing the president, M1'. Potter? Do you recall? Why would the 
nction of the bOl1rd in passing a resolution for the appointment of a 
joint committee embarrass the president? 

Mr. POTTER. I hardly know how to answer that. I think probl1bly 
1 felt that if the board took it into its hands and that for him to go 
to the other lines and say, "The board has directed me to do so and 
HO" would not be as pleasant to him as to go to tbem, us it were, of 
his own initiative and suggest it. That was the thought I had in mind. 

M1'. SWAINE. May I interpolate here? 
Senator TRUl\1AN. Yes. 
Mr. SWAINE. I think Mr. Scandrett at thl1t board meeting said 

IIlI ldready had numerous conferences with Mr. Kenney and },1r. 
1)ollllelly-­

l\t[r, ROSIER. Who were they? 
1\'11'. SWAINE. They were the two presidents of the two northern 

lilJI'nlooking toward this very study; and, as M1'. Potter will remember, 
IIIl' Ill.lldy was made. 

1\ II'. I(OSIE'R. Mr. Potter, this letter is dated May 18, 1932, almost 
II \ ,\1/,1' II.lld a half after the first letter which I put into the record, 
""11111 I )cw(\mber 15,1930, was written? 

1\ II I '11'1"1' 1m. The one to Scandrett? 
1\ II' I( flHIIi;Jl.. Yes. This particular letter of May 18, 1932, WUS 

II I 1I1''''lI.ll(llll. n. year and a half after the first letter which I introduced 
Ihl, 1l1"l'lIillf~'(  

1\11. 1'11'1"11)1,11" Boing the letter addressed to Mr. Scandrett? 
.IVI,·, 11,1/1110:11.. Yes. 

II', l'I/'I"I'lllIe Yes. 
lVI,', 1\ 1)/11 I~'t. Did you feel at the time you wrote this letter that fLlly 

IUlri1l1l1l III' ~(\lIl1ill(\  dfol'ts had been made to effect economies by coop­
(11'11.1.11111 It.lld t:ool'dil\ntion up to that time, May 1932? 

MI'. 1'0""1'11:1{ • .r would not. say that I did not think any serioll:-l 
(\fl'orti'l IIU.d boen made; no. I think Mr. Scandrett was handling Lho 
Il""LI.P/' 118 Ito t.hought it ought to be handled. I even contempla.l.(ld 
/,1111 11()H:-libility that he might be right about it. But I felt thoro WIl:\ 

11111, (\1l0tlg-It being done. That is why I wrote tho directors. I IVII:! 

1110"," 11.1I1.I'IIl(\r1 t.han Scandrett was. SCltndrett. had a [(\('.lillg' 1,1111 t, 
I~ood t.illl(lH W(\.I'II C'.oming bade 1111(1 wo ought IlOl. to prPHH looo IIlI,rd, 
IIl1d l.IlI~t, l.IlC~ (,hilll~ to do WlI.:-l 1,0 lIInillloaill (~ordin.l /'(\In.l.ioll:-l nlld 1111 
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tactful, and in the end all would turn out right. He was not so appre­
hensive as I was. 

Mr. ROSIER. Mr. Potter, in 1932, you may recall-and I believe 
Mr. Swaine so testified this morning-the comp!1ny had an operating 
deficit? 

Mr. POTTER. I do not remember. 
Mr. ROSIER. Is that correct, Mr. Swaine? 
Mr. SWAINE. That is correct. 
Mr. ROSIER. I believe that is shown on Mr. Swaine's graph. 
Mr. SWAINE. It is shown on both the graph and the table. The 

red line goes above the black lines. 
Mr. BnowN. Not in 1932. 
Mr. SWAINE. Yes; up at the top [indicating]. 
Mr. ROSIER. Mr. Chairman, I would like to introduce into evidence 

a letter from Mr. Potter to Mr. Swaine dated June 1, 1932. 
Senator TRUMAN. It will be received. 
(The letter referred to was marked "Exhibit No. 2053" and is 

included in the appendix on p. 7104.) 
Mr. LOWENTHAL. As I read the excerpts from your letter of May 

18, 1932, to all the directors of the road, you seemed to have the 
opinion that the operation of the roads under the Director General 
had proven desirable in certain respects, as shown in certain desirable 
practices and lessons, and had not been really the failure that it has 
sometimes been caned. Is that a fair inference? 

Mr. POTTER. It would be hard for me to speak approvingly of the 
Director General's handling of the railroads, but I did feel that there 
was a whole lot of virtue in certain things he did, that he ought to be 
credited with. I did not think that the handling of the roads by the 
Director General at all indicated that the railroads could not be run 
bv the Government. 

. Mr. LOWENTHAL. I was thinking of the sentence on the second 
page of these excerpts, in which you say [reading from "Exhibit 
No. 2052"]. 

Make no mistake ahout it, a Director General can run the roads far more 
efficiently than they are now being run. 

Mr. POTTER. Yes. I say that right now, with very great emphasis. 
Mr. LOWENTHAL. Thank you, Mr. Potter. 
Mr. POTTER. But I would not say it can be done with the kind of 

Director General that we had then, working in an atmosphere of 
politics and political ambition. 

Mr. LOWENTHAL. What did you think of Mr. Eastman's suggestion 
on that general subject? 

Mr. POTTER. I do not recall that. What was it? 
Mr. LOWENTHAL. Well, perhaps that is getting a little far afield. 

We will perhaps come back to that later. 
Mr. POTTER. It would be hard for you to get any criticism of Mr. 

Eastman out of me; and yet Commissioner Eastman has very decided 
limitations when it comes to handling railroad problems. He ought 
to have a little more of the McAdoo in him. 

Senator TRUMAN. Proceed. 
Mr. ROSIER. Reading from the letter of June 1, 1932, Mr. Chair­

man, from Mr. Potter to Mr. Swaine [reading from "Exhibit No. 
2053"]: 

I think it nlt.o"l'th~r  likl'lyt:llnt T /l.m ~l.l\\(~ HO fILl' !"H it!I!IH'IlI'(' wi.th. 1;1In HI.. l'lLu! 
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'VI hlwing ridden too hard. You are in a very different position, and in one 
wlmre you will be listened to. 

* * * * * * * 
Our president overstressed-in fact magnified out of all proportion the labor 

l\lId the difficulties in connection with cooperation. In fact, cooperation will 
ICHsen labor and difficulties. All of the difficulties of the railroad today are due 
to their independent competitive operation, and to their endeavor to get ahead 
against one another. Cooperation means simplification, not complication. It 
mcans ease, not labor. 

* * * * * * * 
Our President has had and has wasted the biggest and best opportunity that 

ever came to the railroads. He should have been the leader in the plan which 
has been adopted in England. If and when disaster comes to our country, and 
that disaster is certain, unless something is done, the president and general 
managers will bear all the blame--except such as may attach to the directors for 
not insisting upon proper action. 

Mr. SWAINE. I think it only fair that the entire letter, rather than 
excerpts from it, be introduced. 

Mr. ROSIER. It has been introduced, J\fr. Swaine. 
Senator TRUMAN. Tn each case the entire letter has been introduced. 
Mr. POTTER. I think that, and I wanted it particularly with 

r(\fnrence to one of my letters here [rom which you rend excerpts. 
Mr. ROSIER. The complete letter is already in evidence. 
Mr. SWAINE. Of course you appreciate that when you pick a para­

grnph out, without the paragraph in front of it, it may be given a 
dirrllrent atmosphere. 

Mr. LOWENTHAL. May I go back to your letter of May 18, ]932, 
whore you referred to the fact that there might be quite a few receiver­
"I,ips? "Receiverships seem inevitable." Do you find that? 

Mr. POTTER. Yes. 
Mr. LOWENTHAL. As a matter of fact, you were in the highest 

tmRI) prophetic on May 18, 1932, when you wrote that letter. That 
WIIM just before the period when they began to flood into the courts, 
nlih'llilds going into receivership and bankruptcy? 

Mr. POTTER. If that is your opinion, I have no desire to quarrel 
willi it,. 

1\ I.,. LOWENTHAL. You would agree with that? 
1\ II'. I'OTTER. Perhaps that is true. 
t\l,', IloBIER. Do you recall that it was at or about that time that 

11111 rVlilwu.ukee went to the R. F. C. for a loan, in 1932? 
1\ I", I'O'I"L'ER. I do not recall that. 
1\1,'. I(oAII~R. Is not that correct, Mr. Swaine? 
Mr. HWAINE. Yes. 
MI'. l'O'I"I'II:1t. I know I pointed out at one time that if the Milwau­

II/Ill l'uut! would bring about cooperation, they would greatly strengthen 
thl\jl' JlO!:1itioll with the R. F. C. 

llllNmHtNING EFFORTS TO PERSUADE POTTER TO DISCONTINUE HIS 
CHARGES 

TvII'. I(Ol'\1I111L Mr. Chairman, I would like to offer for the record a. 
1lIIl1ll' e111,t,jlt! ,JIIIlO 2, 1932, from Mr. Swaine to Mr. Scandrett. This 
WII~  wl'it t.1II1 IIJCor the previous letter which we have just introduced, 
rl'lIl1l M", Pol,\,(\1' to Mr. Swaine. 

'illi/,"I' '1IltUMAN. The letter will be received. 
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(The letter referred to was marked "Exhibit No. 2054" a.nd IS 
included in the a?,pendix on p. 7106.) 

Mr. ROSIER. 1.he letter reads as follows [reading}: 
I am beginning to get considerably worried about our record on the question 

()f cooperation. Potter ha's just written me another letter, hotter and more 
extreme than any of the past ones, and I have very little douht that he has been 
talking to some of the members of the Interstate Commerce Commission-

Mr. POTTER. But I had not. 
Mr. ROSIER (continuing reading): 

and that they are being thoroughly indoctrinated with his view of what is hap­
pening or rather what is not happening. Would it not be helpful if we had a talk 
about the matter-a leisurely one, over a highball, and not one subject to the 
pressure and interruption of a few minutes in a business day? If you agree, 
won't you and Bert-­

That is Mr. Sparrow? 
Mr. SWAINE. Yes. 
Mr. ROSIER (continuing reading from "Exhibit No. 2054"): 
If you agree, won't you and Bert plan to come out to my farm with me either 

the evening of June 21, before the Executive Committee meeting, or the evening 
()f June 22, before the Board meeting! 

Mr. POTTER. I suid that I had not talked to some of the members 
of the Interstate Commerce Commission. I want to chnnge that. 
I did talk frequently to members of the Commission, und I think on 
some occllsions I wrote to the members of the Commission and was 
guilty of the presumption of suggesting to them certain lines of action; 
but I failed with them about as ignominiously as I did with the 
railroad. 

Mr. LOWENTHAL. You do not think you indoctrinated them at all? 
Mr. POTTER. No, sir. 
MI'. ROSIER. Mr. Swaine was too apprehensive-­
MI'. SWAINE. No; I do hot think that is a ffljr statement. I do not 

know wrrether you are going tointToduce the rest of my correspondence 
or not-"-

Mr. ROSIEn. I fl.ffi gOiIlgtO introduce a good portion of it. If you 
feel that 1 ought to introduce any others, I will be glad to put them in. 

Mr. SWAINE. I think Mr. Potter was very much unaware of what 
our people were doing along that line, and I do not believe that when 
MI'. Potter said there was no intelligent effort being made he intended 
to indict the management of the St. Paul, because the management of 
the St. Paul, I think, at that time was doing more than any other 
railroad management that I had any contact with, to try to develop 
coordination projects with the other railroads. There \-vas a disagree­
ment as to method. I felt that MI'. Potter was making a record 
which was very unfair, both to our management and to the board, and 
giving- the impression that things were not being done which were in 
fact being done at the time. I agreed-I think Mr. Potter will recall, 
and I had said so in one of the letters--I agreed entirely with Mr. 
Potter's basic idea, and I was, within my limited capacities on the 
board, doing all I could do to press for study of these coordination 
projects, and very much more was being done than MI'. Potter's 
letters would indicate was being done, or even this testimony here 
this morning would indicate was being done, Mr. Scandrett, I think, 
should be brought here again, no matter when the time may be, to 
show to your commit,too exactly what was being done in the way of 

RAILROADS AND HOLDING COMPANIES 6957 
(·.ool'dination studies at that time; and I think when he does appear he 
will demonstrate that we were doing very much more than Mr, Potter 
I.llOught we were going to do. 

SenlLtor TRUMAN. He will be given that opportunity, The reason 
J\(\ is not here today is that he was called out of town on account of an 
operation. 

MI'. SWAINE. I know. I think, however, that some time in the 
future ho should have an opportunity to tell you what he was doing 
at this time. 

Senator TnuMAN. He will be given an opportunity to do that, 
Mr. POTTEn. I just want to say this, Senator, that it has been 

perfectly obvious that my letters deal with the picture that I saw. I 
<.10 not recall what Mr. Scandrett was doing. But I would not have 
written those letters without a purpose. I think the purpose is shown 
hy the letters. They were friendly letters; they were fraternal letters ; 
they were not written with the idea that they were going to be brought 
Ollt in this hearing, and I never had any idea that they would be 
hrought out. I wrote them because it was my duty, as I saw it, to the 
]Jl'operty and to the directors. If there was something being done 
tltlLt I did not know about, I am sorry that I did not know about it. 

'r-,tfI'. LOWENTHAL. You were entitlcd as a director to know every-
I,JliJl~  that was going on, were you not? 

Mr. PO'I'TER. Thn,t was my theory of it. 
JVIr. SWAINE. The president was reporting at the board meetings. 
S(',na.tor TRUMAN. Proceed. 
Mr. ROSIER. I would like to offer in evidence a letter from Mr. 

:";waine to 1-fr. Potter, dated June 14, 1932, in answer to Mr. Potter's 
10/./.01' to MI'. Swaine of June 1, 1932. 

~";onator  TRUMAN. It will be received. 
(TIJ c letter referred to was marked "Exhibit No. 2055" and IS 

i, .... llIdod in the appendix on p. 7106.) 
1\ I r. ROSIER. The letter reads as follows: 
" rc·ply to your letter of June 1 has been delayed by reason of the presllure of 

1101' I'llIhl ...rn~ of another railroad than the St. Paul. 
" \111 1""1 \mow, I am in agreement with you upon the principle that there should 
I"' 1111111' or "oQperation between our railroads and that undue executive jealousies 
11I~1I  I III I,hc' past frequently prevented cooperative efforts which were otherwise 
""11i 11'11.1111,1" Hnd wise. However, I feel that you are not giving the St. Paul 
t· .. '1111 I "Ii 1I,t1nquate credit for what they have been and are doing. I think, too, 
1111, I \I 1i11l· Ih"y lOay appear to you to be magnifying the difficulties, you appear 
j 0 1111 111 (1I11t1, I c:onfess, sometimes to me) to be minimizing the difficulties. They 
111'11 11,01, t1~ \'1111 int.imated in one of your letters, seeking instances in which there 
''l~IIIII,1  I... ,,"(,p,'ration, but, I am entirely certain from my own personal observa­
tIi"" 111'10 tlll/","ltI.ly seeking instances in which cooperation will be possible and' 
!I11111/·. 1>1" II' 1111110::1. t.o effect such cooperation. I felt that Mr. Scandrett's oral 
,,1.,Li,I'IIII'!II, HI, 0111' l:Lst, meeting showed real progress along this line, and I have 
,", dOIlI,1. 1,lml. I,,, will be able to report more progress at our next meeting. 

'l'IJiIl i'i OliO or (.110 letters that you referred to, Mr. Swaine? 
Mr. ~w A I N I.:. Yos. That is substantially what I just said, 
M /', H,OKII.;H. ])0 you recall whether you had had your meeting 

oVIIl' n. lJil;l1h!dl nt that time? 
Mr. ~WATNE. Yes; I still remember that. 
M I'. H.osll'm. Do you Imow whether or not any other members of 

1.1111 Ilon.l'd wel'O present at that time? 
Ml', HWAINI':. Tho'y were not. No, apparentJy not, Tho letter 

yllil Ilfl 111\ jllHI. l'(\l\.c! was .hlllo 11, WitS iIi lIO!.'? 
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Mr. ROSIER. Yes.� 
Mr. SWAINE. No; my highball meeting was June 21.� 
Mr. ROSIER. Mr. Chairman, I would like to introduce into the� 

record a letter from Mr. Swaine to Mr. Ecker. That is, Mr. Frederick 
H. Ecker. The letter is dated June 14, 1932, the same date that Mr. 
Swaine sent the previous letter to Mr. Potter. 

Have you a copy of the letter, Mr. Ecker? 
·Mr. ECKER. I have not; no. 
Mr. ROSIER. Have you a copy of that letter, Mr. Potter? 
Mr. POTTER. No. 
Mr. ROSIER. Have you, Mr. Swaine? 
Mr. SWAINE. Of what? 
Mr. ROSIER. The lettor of June 14 to Mr. Ecker; a letter from you 

to Mr. Ecker. 
Mr. SWAINE. Are you giving it to me now? 
Mr. ROSIER. Yes. Those are excerpts from it. 
Senator TRUMAN. The letter will be received. 
(The letter referred to was marked "Exhibit No. 2056" and IS 

included in the appendix on p. 7107.) 
Mr. ROSIER. The letter reads as follows: 
I have been somewhat diRturbrd about the record Mr. Potter i~  making in the 

St. Paul Board on the question of cooperation between the St. Paul and competing 
lines in its territory. Herewith is a letter which I have received from him, 
together \vith a copy of my reply. Will you be good enough to return Mr. Potter's 
letter after you have read it. 

I am also sending you a copy of a memorandum prepared by Mr. Sparrow in 
reply to Mr. Potter's lctter of May 18 addressed to the Board. 

Of cOllrse all the members of the Boarn, including the two operating executiveR, 
are anxious to effect whatevcr cooperative arrangement with other roarlf; may he 
in the interests of the St. Paul, and from my contact with the situation r think 
Mr. Scandrett ann Mr. Sparrow are makin!{ sincere efforts tonisCO\'er anrl work 
out such arran~ements.  It is therefore to be regret ten that Mr. Potter Rhould" 
continlle to inrlicate that he thinks nothing iR being rlone, both hecausc it i!' harm­
filIon the recorrl ani because his attitune tenns to inspim a defensive state of mind 
in the operating officers which is much less conducive to getting results than 
would be commennation for what they are doing. 

I think it would be helpflll, if you cOllld finrl time, with all your many other 
pressing engagements, to lunch with Potter some day in the hope that yOIl might 
be able to "get him on the track." If you think my presence wOllld he helpful I 
will be glan to join you whenever at your convenience you can arrange it. 

Mr. SWAINE. This is a species, Senator, of what I said the other 
day, when I said I conceived it to be the lawyer's job not to be the 
motivating force, but to try to give direction to forces of different 
people that were good. I was trying to bring about cooperation within 
the board and amOf.\g" the officers instead of.antagonisms that were 
developing.

Mr. ROSIER. You were a director yourself, Mr. Swaine.� 
Mr. SWAINE. Yes.� 
Mr. ROSIER. Be"sides being counsel.� 
Mr. SWAINE. Yes.� 
Mr. POTTER. If that letter pointed to a duty on Mr. Ecker's part, 

he failed to perform it, because he never made any effort to get me 
"back on the track" or interfere with me in any way. 

Mr. ROSIER. Do you recall, Mr. Potter, whether he succeeded in 
persuading you not to write any more letters on the subject?� 

Mr. POTTER. Mr. Ecker?� 
Mr. ROSIER. Yes.� 

Mr. PO~_TER. He never endeavored to. 
MI'. SWAINE. I would like, Senator Truman, to have made a part. of 

/,110 record the memorandum of Mr. Sparrow in reply to Mr. Potter's 
ItlLter of May 18, which is referred to in this letter. 

Mr. POTTER. May I have a copy of it? I am sorry, I have never 
AOOIl it. 

Mr. ROSIER. That is May 18, 1932? 
Mr. SWAINE. Yes: Mr. Sparrow's memorandum of May 18. 
Mr. ROSIER. I will offer that for the record. 
Senator TRUMAN. It may be received. 
(The memorandum referred to was marked "Exhibit No. 2057" and 

is included in the appendix on p. 7107.) 
Mr. SWAINE. I do not think the memorandum is dated May 18. 

I t is a memorandum in reply to Mr. Potter's letter of May 18. 
Senator TRUMAN. Have you any other copies? 
Mr. ROSIER. This is the only copy I have of that. 
tlenator TRUMAN, Very well. Put it in the record. Do you want 

1.0 Hee it, Mr. Potter? 
Mr. POTTER. I should like to have a copy of it, yes. Mr. Sparrow 

WIIS very cordial to my endeavors on the subject of coordination, and 
ill nne of my letters here, excerpts of which you have put in-­

Snnator TRUMAN. The whole letter has been put in. 
.MI·. POTTER. I referred to an activity of Mr. Sparrow's as a very 

fill<1 one, indicating what should be done. 
Sonator TRUMAN. Proceed. 
Mr'. ROSIER. Mr. Chil,irman, I shonlcl like to offer for the record a 

"'OilY of a letter from Mr. Ecker to Mr. Swaine, dated June 29, 1932. 
H(l11ator.TRuMAN. It may be received. 
(Tho letter referred to was marked "Exhibit No. 2058" and is in-

c'hulnt! in the appendix on p. 7112.) 
MI'. ROSIER, Do you have a copy of that, Mr. Ecker? 
M r'. ECKER. No, I have not. 
M I'. ROSIER. This letter is in response to the letter from Mr. 

HWlI.ill<1 to Mr, Ecker of June 14, 1932 [reading from "Exhibit No. 
'11"'-("1: 

I 11\~1I1'1l herewith the correspondence with Mr. Potter which accompanied 
11111 1,,11111' of June 14th. " 

I IlIlv" hurn so busy with other matters that I overlooked te1lin~  you of the 
111111,1,,'1111 ",,11.11 Mr. Colpitts ann Mr. Potter after the last Milwaukee board meet­
IIII' It I\',\rj l~  Il;ood opportunity to talk over the whole situation and for me to 
'''Hll " I"1"1,,,,1.,,, to Mr. Potter's letters. 

Iii Iii" j"lllr"O of the conversation he (Mr. Potter) said he felt convinced that 
1111 h' 11"llld III' l~("'complished  by the committee that had been appointed, con­
111.111111 III 1I1/'I'l'liI'"I.atives of the railroads, and that his efforts had not accomplished
lb,- "'"lIlh II' 111,,1 hoped for. It was his conviction that millions of dollars could 
I", ~hl',·01 It til" nmt.lm' were undertaken in the right way. 

II" ,lid 1111 \' t1mt hc was through writing, that he would not send any more 
l'lf t ,'l-~  1111,1."1 I.lmU 

1111 you "/I/lltll (,hll.t letter, Mr. Ecker?� 
1\,11', 11)IlIUI:IC. ThiH refreshes my recollection, yes.� 
1\11'. Itll/muIt. Dons it refresh your recollection, Mr. Potter?� 
MI', l'o'I"r'lm. I think I was wrong in saying that I had no conversa­�

I,ioll wil,h Mr. Ecker. Of course, that is true. I think now I recall a 
"1l1 IVI\I'l-ll\(,ioll , but I recall very distinctly that Mr. Ecker did not 
III/ilill lilly 11/l'OI't to tone me down or call me off. 
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Mr. SWAINE. The whole letter is going in? 
Senator TRUMAN. The whole letter is going in. 
Mr. Ecker, did this situation with Mr. Potter have any influenco 

on the regulation of the board proposed in the Missouri Pacific plan, 
which required three directors to initiate business? 

Mr. ECKER. I do not recall that it did. 
Senator TRUMAN. I thought this might have had some influence on 

that. 
Mr. EClCEn. No; but every member of the board-and I can speak 

for myself-gave the most serious consideration to Mr. Potter's 
suggestions. I have known this man for 25 years or more. 

Senator TRUMAN. I was just thinking about whether this effor~  of 
Mr. Pottor's, which had evidently caused everybody so much worry, 
was tho roason for the provision in the Missouri Pacific regulation 
which roquired three directors to initiate business. 

:l'v1r. EClmn. I do not know that it was. 
Mr. LOWEN'I'UAL. In the St. Paul board every director was allowed 

to spoak as fully as he liked, and to mako any motion he wished? 
Mr. ECKren. I can only speak for myself. I never had any hesita­

tion, and I never saw any on tho part of anyone else. 
IVir. LOWENTHAL. Is it usual in boards of directors that any and 

every cirector is permitted to make any motion he desires, or to 
initiate or bring on any business he would like to bring before the 
board? 

Mr. ECKER. Surely. 
Mr. LOWENTHAL. Is it your view that that is a sound practice? 
Mr. ECKER. So far as I have experienced, it is a sound practice. 
Mr. LOWEN'l'HAL. You have had a great doal of experience on 

boards of directors? 
Mr. ECKER. So far as I have had experience, that is true. 
:1'.11'. LOWENTHAL. And on the boards of rather large companies. 
Mr. ECKER. In some instances; yes. 
Mr. LOWENTHAL. Mr. Ecker, has your attention been called to the 

fact that in the Missouri Pacific reorganization plan that was under 
discussion before this committee some weeks ago there was a provision 
that so far as the ordinary directors of the company were concerned, 
no ordinary director could bring on a motion or initiate business, and 
tlw,t before ordinary directors could bring business before the boa.rd, 
they would have to sign a written petition to that effect, and have 
three of the directors sign it? 

Mr. ECKER. I am not familiar with that provision, nor do I Imow 
its purpose. 

Mr. LOWENTHAL. It was referred to at the hearings some weeks 
ago as an attempt to impose a gag rule on individual directors. l 

Mr. ECKER. I am not acquainted with that. You are telling it to 
me for the first time. 

Mr. LOWENTHAL. It was a plan that was agreed to by a committee 
on which the Metropolitan Life was represented by one of its vice 
presidents. 

Mr. ECKER. That is true; but while matters of general policy and 
any matter that may be considered of sufficient importance is brought 
to my attention, that particular thing was not. 

I See Bearings Part XIV, p 607l et seq. 
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1I1111~ICtll!I.'mS  IN EFFECTING ECONOMIES THROUGH COOPERATION AND. 
COORDINATION-BURDENSOME MORTGAGE PROVISIONS 

1\·1 r. ROSIER. Mr. Swn.ine, do you recall that it was at or about the 
litlln of these latter letters we have rea.d-that is, around the summer of 
I H:~~ ·that the northern roads did get together with the Milwaukee, 
nlld did make very substantial efforts to effect economies through 
1'llI'!IOl'ation? 

M·['. SWAINE. They have been trying to get together for some time. 
(\,1,'. Lowenthal referred, for example, to the matter of coordination 
wi tli the two northern lines. I Imew that the St. Paul had been try ing 
In arrange some coordinating arrangement with respect to terminals 
wiLli the northern lines for a number of years, but the two northern 
li'I('s had a competitive advantage over the St. PaLll, and they were 
1IIIwiliing to enter into such a coordina.~ing arrangement. I say that 
ill flO criticism. Under a competitive system I suppose they were 
hOlilld to take adva.ntage of the sHperior terminals that they had. 

Take another illw:;tratioll. vVe needed new yard facilities in Chi­
('II~().  'Ve knew that the Chicago & Northwestern hn.d a yard ealled 
1.110 I'roviso Yard, which was cOllsidembly better than it needed, much 
gmnl,er capacity than it needed. vVo made every effort to effect 

OIIW kind of a coordinating arrangement with the Chicago & North­
w"sLnrn for the use of the Proviso Yard. There again, they felt 
I.lInt they had a fine competitive facility, in Chicago, and that they 
HllOllld not give it to us on nIl] terms, except, as I remember, on the 
!l:lbi8 of our paying a vel)' large illUlJul'Llun of the charges on that. 
i.<'l'Iliinal, and that made it prohibitive. 

Allother illustration: The Chicago &: Northwestern had put in a. 
filM/' Iivestock service from Omaha: to Chicago. I think there are 
111'/. lilies from Omaha to Chicago. There is the Northwestern, the 
I{o('.k Island, the Burlington, the Illinois Central] and the St. Paul, 
1"'1'111 Omaha to Chieago. They put in a very fast livestock service. 
fl'Oli1 Omaha to Chicago. Everyone of the five roads immediately 
II id I " Well, we will havc to meet that competition.]] To meet that. 

"t1III(I('j,ition required heavier rail, heavier ballast, and new locomotives. 
\" 1111011 as I heard about that, I went to Mr. Scandrett about it, and: 
! 111111111 I.bat Mr. Scandrett was already on the job. I do not remem­
I,!II filiI ('XIH:t date, but I think it was about this time, or it may have 
IUII'II 1.t'l'ol'e. I found that Mr. Scandrett was already on the job, to. 
"I' / r \\ 1\ (~()lIld not do something to stop the initiation of five services 

\dll'lI 11](\ sLlIdies showed that there was not business enough for five 
"1" 1(l1I~1. That meant terrinc capital expenditures on the part of 

1'111,11 or Ulose five roads. I know of my own knowledge that Mr. 
HI'lllId 1'1\1.1, did everything he could to do something about that, but 
I", 1'lIl1ld not., because the Northwestern said] "We have got the jump 
1111 ,11111." You cannot criticize the Northwestern. They were in 
1.11/1 11I1i:illl',;H Co compete for that traffic, and if they developed the idea 
"r rUlli, :HII'l'il\(\ and made the capital expenditure necessary to put in 
1,1111 rll:lI, H(ll'vic('., under a competitive system they certainly were. 
JllliI.jrtl1d ill Jloldillg' thcir advantage. But that does not say that we, 
WeI/'(1 ",,1, I.l'yillg' to minimize it, and trying to avoid having to meet it. 
VVII filltdlv did 1I1('.et it. 

M 1', H.;,:lIlfl,l. Did. j;h('. ot.her rond.s meet it? 

IllUlllI 1111 III. In III 
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Mr. ·SWAINE. I, think they _all did. I do ,not know that all·five of 
them did. I know the Buriington did, and I know we did something 
about it. 

Senator TRUMAN. So far as your experience with coordination and 
~ooperation  has gone, there seems to be only one way to have it done, 
and that is by legislative action which will relax a great many of the 
barriers to it now. . 

Mr. SWAINE. I think you have got to have legislative action which 
will make it easier. 

Mr. ROSIER. Mr. Swaine, referring to barriers, is it fair to say that 
one of the barriers is the provision in the mortgavf's of the various 
railroad companies which prevents or makes very difficult the release 
-of parts of lines, portions of railroads, and the tllking over of joint 
trackai!e rights or leasehold rights in other railroads? 

Mr. SWAINE. That is true as to some classes of coordinative 
,efforts. It is not true of terminals, for example. It would not have 
been true of an attempt to pool traffic in some way on this freight 
thing. I think that was one of the suggestions. I cannot remember 
the details, but I think one of the suggestions was that since the 
Northwestern had gotten itself in a position to handle this fast com­
petitive business-and I think the Burlington was well under way­
that the fast traffic should be handled by them, and the slow traffic 
taken by some of the other roads, and that the traffic be pooled, 
along the lines of Mr. Potter's idea. The point you made, with 
regard to the difficulties about the mortgages has to do with places 
where, in the competitive era, railroads built parallel lines. 

For instance, going into Council Bluffs, Iowa, the Rock Island 
und the Milwaukee run for a great many miles-I cannot tell you the 
exact mileage-I should guess 20 miles, right alongside of each other. 
From a business standpoint it seems silly. Mr. Potter is quite right 
about that. It seems silly that they should keep up these two lines 
for that distance of 20 miles. You will find places like that all over. 
We run right alongside the Northern Pacific, out through the West. 

Senator TRUMAN. You did cooperate with the Rock island on your 
<1.ouble track into Kansas City.

Mr. SWAINE. Yes. That is one that we succeeded in working out. 
It was one of the cooperative arrangements we studiecl at this time. 

On that question, when these mortgages were created the bond­
holders wanted a lien upon a system which was an entity, which was 
an entirety. You will find, in the older mortgages, and in the mort­
gages which came out of this very reorganization, the so-called main­
'stem covenant. 

Mr. LOWENTHAL. When you speak of the bondholders and the 
·creation of these mortgages as of what period are you speaking? 

Mr. SWAINE. I am talking about the period up to about 1932 or 
1933. In fact, I think you will find in practically every corporate 
mortgage that is extant now, a similar provision. 

Mr. LOWENTHAL. I was wondering if what you said applied also 
to the Ecker committee in the 1925 plan. 

Mr. SWAINE. Yes. 
Mr. LOWENTHAL. Thank you.
Mr. SWAINE. Not only to them; it is universal. I cannot swear 

to it, but I think you will find it in the New York Central mortgage, 
with which other bankers and other lawyers had to do. It was the 

RAILROADS AND HOLDING COMPANIES 

universal custom to put into those .mortgagesm.aiustemeovcnants. 
By that I mean a covenant that the continuity of the main lines 
,yould not be broken up, so that if a railroad went into receivership 
the bondholders would not wake up and find that they had some 
pif'ces of detached line, with an intervening piece of line that had 
belonged to some other carrier which had gone into bankrupky, and 
as a result of that the receivers or trustees in bankruptcy had repu­
,diated the traclmge agreement on that intervening line, leaving the 
bondholders utterly at the merry of the receivers of the bankrupt 
estate. Do I make mv point clear? Practically fl.]] railroad mort­
-gfl,ges contain this main-stem covenant. V\llen we started out to 
try to work out cooperatiYc arrangements in respect of parallel 
Jines such as I instanced going into Council Bluffs, we found that 
the coyenfints of the mortgages would not permit us to llbandon 
the various lines that had to be abandoned in order to produce that 
,arrangement, because you could not substitute a trackage contract 
for a fee line when the bondholders recognized that that trackage 
contract would be subject to repudiation by the receiver in bank­
ruptcy of the line which gave the trackage contract. 

In the earlier days it was thought that the necessity of maintaining 
the continuity overrode the economy factors that would lie in coordi­
nation. If yon look at the 1935 St. Paul plan you will find that M.r. 
Potter's ideas had borne fruit, because the board of directors of the 
St. Paul decided that at least so far as the board of directors was 
concerned, the desirability of effecting these coordination arrange­
ments was more important than maintaining continuity, and one of 
the modifications which we said we were going to make in our mort­
gages was a provision which would allow us to do this very thing. 
But I still point out to you that ,that puts the bonclholders under: the 
disadvantage that might result from having detached pieces of line, 
Perhaps M.r. Ecker would not like it. 

Senator TRUMAN. Could not the Commission compel railroads to 
go ahead with their agreement, even if they did go into receivership? 

Mr. SWAI'<E. No. . 
Senator TRUMAN. Could not the law be so modified that that could 

\1(1 done? 
Mr. SWAINE._ I have substantial doubt whether Congres.c; could 

'('ompel any railroad, a.fter ba.nkruptcy, to give a trackage right on 
t,IlI'IllS that had been agreed upon previollsly, because I think it might 
b(1 depriving the owners of that piece of property of their property 
without due process. 

Mr. ROSIER. Mr. Swaine, instead of a trackage right, how about 
I,!lo f1uestion of a joint interest i.n a part of the line of the railroad? 

iV1 r. SWAINE. If you have studied this file, you will notice that 
I,hl'ollgh.out all these efforts that was what I was trying to effect. 
I I~IIVO  Ill! opinion that despite the main-sti"m covenant, an undivide(l 
ol!o·llIdf interest in one of these lines could be substituted for lUI 
(11l1,im illtnl'O~t, becau,:;e I thought that was a fee interest and could 
IH11, !lo (lisLllrbed. That is, it was a tenancy in common. But thn 
dilli.nll!Ly there was that the other fellow had mortgages that his 
l'O\lIlH(\1 told him would not let him give us an undivided one-half 
ill l.e'I'OAf'.. 

Mr. H.w:\uo:u. At this point, Mr. Chairman, I should like to intro­
dll('l\ illt,o t.1l(\ 1'lwonl a letter from Mr. Swatland to Mr, Sparrow, 
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dated April 12, 1933,bearing on the question that Mr. Swaine testi­
fied to. 

.Senator TRUMAN. It mlly be received. 
(The letter referred to was marked "Exhibit No. 2059" and is 

included in the appenoix on p. 7113.) 
M.r POTTER. Mr. Chairman, may I say a word here now, that I 

am afraid I will forget? 
Senator TRUMAN. Go ahead. 
Mr. POTTER. T do not want anything I have said to be a eriticism 

of Nfl'. Scandrett. 
Senator TRUMAN. vVe understand that. 
Mr. POTTER I want to go further. Mr. Scandrett WllS and is my 

very dear 'personal friend. When I left the Commission I invited him 
to come to New York and become my partner. That is what I 
thought of him. He would have come if the Union Pacific had not 
increased his salary ltnd made him vice president. You have seen 
what I thought about him, when I recommended him to Mr. Hanauer. 
I thought he was the man to uproot this old practice; and I want to 
say to you that Mr. Scandrett wonld not have been pleased by any­
thing in the world more than to find himself in accord with me. He 
would have been delighted to adopt my ideas, but Mr. Scandrett 
would not do anything that he did not think was right for any living 
human being. It was just an honest difference of opinion between 
him and me. He may have been right. I did not think so, and I 
do not think so. 

Senator TRUMAN. I think the record amply shows what you think 
of Mr. Scandrett. There is no intention on the part of {,he committee 
to enter into any personalities. All we are trying to get are the fllcts 
and figures for the benefit of the Congress. 

Mr. SWAINE. Is this whole letter going in? 
Senator TRUMAN. This whole letter is going in. 
Mr. SWAINE. It shows that other counsel disagreed with my opinion 

that an undivided one-half interest could be substituted. 
Mr. POTTER. I think all this talk about banker control is folderoL 

It is not worth a halfpenny in the way of a solution of the great rail­
road problem. You are on the right track, and you will get some.­
where if you keep this up.

Mr. LOWENTHAL. Mr. Swaine, when you say that other counsel 
held a different opinion, you mean your partner, Mr. Swatland, and 
you held somewhat different views?

Mr. SWAINE. No; I do not mean that at all. If you look through 
this entire letter, you will find that another firm of lawyers, repre­
senting one of the trustees, had a little different view. 

Mr. ROSIER. I think it was the Great Northern that Mr. Swatland 
was discussing.

Mr. SWAINE. It was an attempted coord,ination with the Great 
Northern. 

Mr. LOWENTHAL. I got the impression that Mr. Swatland in this 
letter was indicating that it might be possible to get rid of restrictive 
provisions in the mortgages by going into bankruptcy under section 77. 

Mr. SWAINE. Yes; I agree entirely with that. I have not the slight­
est doubt that I saw and approved this letter before it was sent out. 

Senator TRUMAN. Proceed. 
Mr. ROSIER. Mr. Chairman, I should liko to offer for tho reeoro a 

<,.on\7 of Qxtl'f\.cts from vo.rious loj,j~(\I"R l\.1HI f~('I(,~I'I1.J)JH. Tho lirRt, OlW if!. 

an extract from Mr. Sparrow's letter of December 23, 1927, to Mr. 
:Swatland. The second is an extract from Mr. Swatland's letter to 
Mr. Sparrow of December 28,1927, in answer to the first letter. The 
third is a telegram from Mr. Swatland to Mr. Sparrow, dated Decem­
ber 29, 1927. 

Senator TRUMAN. It may be received. 
(The extracts referred to were marked, collectively, "Exhibit No. 

2060" and are included in the appendix on p. 7114.) 
Mr. ROSIER. These letters, Mr. Chairman, deal with the preparation 

of the new mortgages of the St. Paul, under which the new company 
began to operate in 1928, and they show that Mr. Sparrow was alive 
to the burdensome provisions which subsequently went into the 
mortgages of the St. Paul and indicated that they would be a hindrance 
to cooperation and coordinative efforts. 

The extract from Mr. Swatland's letter to Mr. Sparrow of December 
28, 1927, reads as follows [reading from "Exhibit No. 2060"J: 

The main stem provisions of the release articles are necessary. The mortgage 
ougbt to be a floating charge on the enterprise but not a floating chao ge on a 
floatinp; enterprise. I Will, however, eTl(!el1vor to get Mr. Hananer's consent to 
changing the provisiOll so as to permit the substitution of joint interests, or 
trackage rigllts, or leasehold interest, etc. for owned lines. 

The telegram from Mr. Swatland to Mr. Sparrow, of December 
29, reads: 

Hanauer would not agree modification of main stem provisions. 

Mr. Swaine, you have stated before thaG a great many of the 
illfficulties which yOIl had in connection with coordination and 
cooperation were due to the fact that other lines also had mortgage 
provisions which prevented the abandonment or release of property, 
similar to the provisions in your mortgage. 

Mr. SWAINE. It was the universal custom, and that was undoubtedly 
why Mr. Hanauer would Qot consent. The institutional bondholders 
were accustomed to having a mortgage on an entity. Just as Mr. 
Swatland says, they were not willing to have a lien on a floating 
enterprise, an indeterminn,te enterprise. 

Mr. Rosmn. Mr. Ecker, do you recall whether this particular 
problem was presented to you in 1927, the date of these letters and 
telegrams? 

Mr. ECKER. No; I do not recall, but it is quite possible that it 
was, and my thought about it at that time would be the same as it 
if; now, that in looking at the security for the mortgage we should 
have a property which would be, as Mr. Swaine has described it, 
1m entity, having perhaps the same thought about it as the holder 
of a mortgage on a piece of real estate, that if we had the real estate 
H~  f;ccurity, we would want it all. We would not want to take the 
J'isk of having some important part of it taken out in case of difficulty. 

Mr. HOSIER. Mr. Ecker, you remember Mr. Swaine's statement a 
lit.t.lo while ago that in the plan which was filed with the Commission 
ill I n;)!), the new plan-which has subsequently been abandoned­
J)l'OVi:-;jOll was made for relaxation of these restrictive provisions with 
1'(\1ol1)(~(·t,  t.o the mortgage. You were a member of the board at the 
jilin Lhn,f, plan was filed, were you not? 

IVI,·. JI:CK rm. Yes. 
rv!,·. 1()~IIt:H. Dl<l you support that particular provision as it went 

ill{.u Lhll plnu'! 
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Mr. ECKER. I do not recall it. It would be my desire to do every· 
thing that would bring about a better situation, and recognize that 
in the railroad field there are broader questions, sometimes, than tho­
mere technical protection that a mortgage gives on a specific property. 

Mr. LOWENTHAL. Did you yield on that point to the other directors? 
Mr. ECKER. I do not recall it, but I know that that would be my 

disposition. If, in the protection of the interest that we have there. 
something of that kind should be done, I would be sympn the tic with 
it-sympathetic with doing anything that would aid the situation. 

Mr. SWAINE. Senator Truman asked me if this exhibit which I put 
in showed the amount for wages. I have since consulted some of the 
accounting offiC'ers and they advise me that about 60 percent of th(!} 
figures indicated by the red line on that graph represent wages as such. 

Senl1tor TRUMAN. We will take a recess until 1:30. We will meet 
at that time in the Interstate Commerce Committee room in tho 
Capitol. It is on the gallery floor of the Senate Chamber. 

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

AFTERNOON SESSION 

The subcommittee resumed the hearing at the expiration of the 
recess, at 1:30 p. m., in the hearing room of the Senate Committee on 
Interstate Commerce, in the Capitol, Senator Harry S. Truman 
presiding. 

Senator TRUMAN. You may proceed. 

TESTIMONY OF FREDERICK H, ECKER, CHAIRMAN OF THE BOARD, 
METROPOLITAN LIFE INSURANCE CO" NEW YORK CITY; TESTI­
MONY OF MARK W, POTTER, FORMER RECEIVER OF THE CHI­
CAGO, MILWAUKEE & ST, PAUL RAILWAY CO,; AND TESTIMONY 
OF ROBERT T: SWAINE, OF CRAVATH, DE GERSDORFF, SWAINE 
& WOOD, NEW YORK CITY-Resumed 

POWER OF SHIPPERS TO� ROUTE TRAFFIC-UNWHOLESOME EFFECT ON 
RAILROAD EARNINGS 

Mr. BROWN. Mr. Potter, in this morning's testimony you said that 
a railroad "cannot shut its doors or reduce its activities; and it never 
can unless and until you have agreements for the routing of traffic 
and for the division of earnings," and so forth. I believe thi~  com­
mittee is interested, possibly from a legislative point of view, in those 
matters, and I wondered if you could give a litHe more detail about 
what you mean by the routing of traffic. How large a factor is that, 
to your mind, in the railroad picture? 

Mr. POTTER. I can tell you what I have in mind. I do not know 
whether I can give you figures. Under the competitive system 
various routes are competing for traffic, competing with one another­
the long route, the short route, the efficient route and the inefficient 
route. 

They are all striving to get business, and they are soliciting traffic 
from the producers of the traffic, and they are fighting one another. 
Every important shipper has dozens of traffic people running to him 
all the time. 
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Mr. BROWN. May r interrupt just at that point to get clear on the 
"I\(lord: Does the shipper have the power to route his traffic? 

Mr. POTTER. Yes. 
Mr. BROWN. There is no question as to that whatsoever? 
Mr. POTTF-R. That is subject to modification. The Commission 

has certain powers; but by and large the right of the shipper to route 
his traffic is gen('rally recognized. That naturally results in a division 
of the traffic. The shipper will give the traffic at one time to one 
road and at another time to another road, depending largely upon 
friendships and relations that may be built up. 

Mr. BROWN. Ml1Y I interrupt again? If a shipper is only on one 
road does he have the power to route his traffic beyond the interchange 
point? 

Mr. POTTER. Yes. That means in actw:tl practice that the traffic 
moves over hundreds of different routes, in fact. You would be 
IImazed to see the way the traffic moves in this country. It is just an 
(~conomic  absurdity, the way it is moved. It is moved that way 
Iweause each railroad is fighting- for its life; each traffic man is fighting 
for his position, to hold it. They won't give up the traffic or allow 
it to go to some other road unless they are protected in ~iving  it up. 
Therefore the way to run the road efficiently is to deCide how the 
I.mffic ought to move economically, ignoring ownership. 

Mr. BROWN. May I interrupt again? You say they won't give it 
lip. Do I understand that to mean that where, for instance, railroad 
A terminates at a certain point and it can physically interchange with 
milroads Band C, either one, to the same point of destination, rail­
roll.d A has the power to decide whether it will turn over the traffic 
1.0� railroad B or to railroad C? 

Mr. POTTER. In the absence of routing instructions by the shipper; 
yo,:!. 

Mr. BROWN. And is not the traffic usually routed by the shipper? 
Mr. POTTER. Yes; a very large part of it is; perhaps most of it is. 
Mr. BROWN. I suppose it frequently happens that railroad A which 

llI'ivintl.tes the traffic, though routed by the shipper, makes an arrange­
'lllllll, with railroad C, and then induces the shipper to route over rail­
Illltd (), and if railroad A desires to change the routing for some 
"1'1\111111, they go back to the shipper and say "Change your routing 
111111 I'ClIIL(~ over railroad B"? 

M", I'O'L'TER. Yes; that is done all the time. 
MI', !SnowN. Is it your opinion that at least with the majority of 

1I11\c1illlll sized shippers the railroad's request as to which Wfl.y they 
"ill 1'0111;(, the traffic is determinative? 

M I'. POTTER. I would not want to say that. 
1'\'1". BltOWN. Is it influential? 
~  I.. , I'n'I"~lm. They are making requests of that sort all the time, 

ur ('t1I1I'fHI. 

1'"1,,, B1l,(IW N. Do you think they are influential with the shippers? 
II' l'l)'I"I'lm. Oh, yes; very largely. 

t"II' Bn(l WN. Do you think they would be influential with the great 
1lilljlMk, lilw Armour and Swift and the steel people? 

MI'. PO'I"I'fl;l1.. That would go into a great many things that go to 
11111 Vil'llllllHlIlMI-I of the practice. What influence would cause Armour 
I... 1'11111,11 ',I'II,lTill ifl AOlllcthin~ that I clo not know. 

f\fJ- UllllWN. IlhwII~(\  lily intermptioliR. 
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IVIr. POTTER. The thought I had in mind was that you will never 
:get away from this routing over expensive routcs until you get into 
,a position where you can say to a shippers, "No matter how this 
tmffic goes, whether you route it for me or against me, I am going 
to get a share in the earnings, which are and will be increased by 
Touting the traffic over the economical route." 

Mr. BROWN. A pool, in other words? 
Mr. POTTER. I would not call that exactly a pool. It is in a sense 

a pool, but it is what the Transportation Act calls and authorizes as 
an agreement between carriers for the routings of traHic and the 
,divisions thereof. A pooling is a littlr, bit different, perhaps, but they 
:amount to about olle f1nd the same thing. 

Mr. BROWN. To mf1ke sure I understand you: You spoke about a 
more expensive route. Say there are four routes between point X 
-and point Y. They cost the shippcr the same? 

Mr. POTTER. Yes. 
Mr. BnowN. It may cost one of the railroads a good deal more to 

haul that freight than it would cost another one? 
Mr. POTTER. Yes. One may be fl.ble to handle it for, say, 40 cents, 

and it might cost the other 80 cents. 
Mr. BROWN. Do you think that is a strain and burden on interstate 

commerce? 
Mr. POTTER. Yes, de('idedly, because it unnecessarily increases the 

,cost to the shipper of handling the aggregate traffi.c. 
Ml'. BROWN. Do you consider that so, Mr. SWRine? 
Mr. SWAINE. I am not a traffi.c expert. 
Mr. BROWN. No; but itS to the law point, the extra cost to some 

railroad to haul freigllt that another railroad could haul cbeaper-do 
you consider that a strain and a burden on interstate commerce? 

Mr. SWAINE. I just do not know enough about the problem to 
pass an opinion about either the factors of the LlUsiness or the result 
involved. 

Mr. POT'I'ER. The Transportation Act goes very much furtller, in 
answer to your question. For instance, the Transportation Act 
provides that in the division of through rates, that is, the rate from 
the point of origin to the point of destination, where the tmffi.c moves 
over several lines, the roads may agree upon divisions of each line. 
If they fail to agree, tho Interstate Commerce Commission may fix 
the divisions. 

Mr. BROWN. May I interrupt a~:ain?  Am I correct in believing 
that the division is the proportion of the through rate that one railroad 
takes? 

Mr. POTTER. Yes. It is referred to in common parlance as divi­
sions. The act provides that in fixing divisions the Commission may 
take into consideration not merely service and relative service, but 
the necessities of the ('arriers. That was put in the act of 1920, and 
the strong carriers claimed that that WflS unconstitutional and revolu­
tionary, The first case thfl,t came up under that law was a case brouvht 
up by the New England raiJroad:s asking the Commission to give them 
a larger proportion of the through rate than would be suggested by 
the mileage or service rendered by the lines. There was an awful 
fight over that case. The CommisEion, in the first place, decided 
it against the New England lines. I happened to be on the minority 
sid(" and I dissented. Later the New England lines applied for a 
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"('hearing before the Commissioll, and it was granted, and on the 
mllearing one of the Commissioners changed his vote, and the in­
1:l'cased divisions were accorded to the New England lines, not based 
on service but on necessiLies, because of the need to mold the rate 
structure so as to preserve the transportation agencies that the public 
needed. On the rehearing, as I say, the Commission decided it the' 
other way. One of the Commissioners switchod, and the Commission 
increased the divisions to the New England lines. 

That raised pandemonium. The strong carriers said everything 
that you could say about a body, about the Interstate Commerce 
Commission, and they said the courts would brush it aside overnight. 
They fought it and took it to court. It was tried in New York, and 
then by the Circuit Court of Appeals and by the Supreme Court of 
the United States, ftnd the Commission's decision was sustained in 
every court. 

If you are in terested on the question as to how far the Commission 
can go in regulating divisions nnd the handling of earnings in order to 
sustain all the flg-encies, read Ml'. Justice Brandeis' opinion in the New 
England Divisions case, and it is all tIlE' "bible" you will need. The 
principle of that decision can be applied to work out a proper relation 
among all the carriers 

Mr. BROWN. You believe it can be applied to routing also? 
Mr. POTTER. Yes. 
Mr. BROWN. Under the present law, Ml'. Potter, you stated, I 

believe, that where the shipper routes, his routing governs in general, 
with a few modifications? 

Ml'. POTTER. Yes. 
Mr. BROWN. Where the shipper does not route, who has the power 

to route? 
Mr. POTTER. The carrier of origin, the initial carrier. 
Mr. BROWN. Absolutely and unqualifiedly at the present time? 
Mr. POTTER. That is tIle prn.ctice; yes. 
Mr. BROWN. I believe you also testified that to a very considerable' 

oxtent the desire of the railroad influences the routing as designated by 
I.he shipper--the desire of the originating carrier? 

Mr. POTTER. Yes. 
Mr. BROWN. Do you think that the COInmission should have power 

1.0� !'Onte all traffic, whether routed by the shipper or not? 
Mr. POTTER. I think so; yes. 
1\1'1'. BROWN. What principles of routing would you lay down for 

j,ho Commission to apply? 
Ml'. POTTER. If I were to guide in the matter of legislation I would 

WHIII. to give it pretty careful thought and work it out with consider­
H,I dn ('nrc. The basic principle is the public interest. 

rvl r. BROWN. Would you care to comment on defini..'1g public inter­
11111, nil,\' further? 

rvl,.. PO'I'TEll. I would not undertake to do so now; no. But my 
idem i>\ to lmndle the traffic of the country over the most efficient and 
1l1',()lIO)lIj(:nJ and least wasteful route. It requires that there be ap­
Il lind to Lho railroads the ordinary principle of sound business that 
nPJl!'jn>\ j"o everything else except the railroads today. 

M ", Hlt<lWN. :1\11'. Swaine, have you any comments on Mr. Potter's 
I.lIld,iIlIOIl,\' (.IlIlL you care to make? 

1\11.,. :-!WAINI':. No. 
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FURTHER DIFFICULTIES IN EFFECTING ECONOMIES THROUGH� 

COOPERATION AND COORDINATION� 

Mr. BROWN. Mr. Swaine, you discussed this morning the question 
'Of trackage and common tenancy. Do you feel that is a large prob­
lem still in the railroad situation? 

Mr. SWAINE. I do not understand your question. 
Mr. BROWN. Many ot the questions this morning were directed to 

possible economies, particularly in connection with the Milwaukee, 
and you testified considerably about joint trackage and trackage 
rights. My question is directed back to that testimony. 

Mr. SWAINE. I think there are a great mOJlY places throughout the 
United States-St. Paul is just one of many-where there are parallel 
lines which furnish a capacity beyond the rcquirements of any present 
traffic, and if one of those lines could be abandoned and the traffic of 
both properties carried over a single retained line, considerable savings 
in operation could be effected. I gave you one of the obstacles, wnich 
is a legal one, because that happens to be my approach. But reference 
was made to another obstacle that I think is perhaps even more serious 
from a practical or, shall I say, political angle, and that is that every 
,one of these projects involves a cutting down of labor, and you find 
intense opposition. 

Senator TRUMAN. And it also involves, to some extent, if it were 
'carried to its logical conclusion, the cutting down ot the official families 
of railroads as w<>ll as of labor? 

Mr. SWAINE. Not if you just took pieces of track; and that, I take 
it, is what the counsel is talking about now, just taking little pieces of 
track. I do not understand you to suggest an abandonment of an 
'entire system. 

Senator TRUMAN. Suppose you had coordination of the Northwest­
,ern lines, as was suggested by Mr. Potter this morning: that would 
necessarily involve it, would it not? 

Mr. SWAINE. If you have complete consolidation; yes. But I am 
talking about-­

Senator TRUMAN (interposing). Naturally it affects everything in 
'connection with the road, labor as well as everything else, does it not? 
I think we have got to stare that squarely in the face. 

Mr. SWAINE. Consolidations would undoubtedly eliminate a great 
'deal of railroad officialdom; and maybe that is one of the reasons why 
it has not made as much progress as it might have. But coordinations 
do not involve officialdom at all. They involve the men who work on 
the track, maintenance-ot-way employees, and that sort of employees. 

Senator TRUMAN. What I have in vicw as a member of this com­
mittee is a solution of tnis problem, if we can arrive at it, no matter 
what it takes, because the transportation system of the country is one 
,of the most important things we have, and it must be saved. I am 
trying to save it and keep the railroads from becoming a problem for 
the Government. That is the only thing I have in view. 

Mr. SWAINE. Mr. Potter this morning pointed out one of the obsta­
des to the coordination efforts, and that is the provision in the act 
itself that none of these arrangements shall involve any reduction of 
labor beyond the amount employed on a certain date. 

Senator TRUMAN. We have got to meet the situation squarely. 
Mr. SWAINE. The primary objective is to save labor; and if you 

cannot save labor there is not much point in making it. 
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Senator TRUMAN. That is the reason I was asking you this morning 
how much of the overhead operation of the railroad was labor. 

Mr. SWAINE. About 60 percent. 
Mr. BROWN. If it were on a very large scale it would also mean 

shrinking the rate base, would it not? 
Mr. SWAINE. Yes. 
Mr. BROWN. And that is regarded askance in some quarters, as 

well as shrinking the job base, shall we say? 
Mr. SWAINE. I suppose so. 
Spnator TRUMAN. Proceed. 
Mr. BROWN. Do you feel it would be in the public interest, Mr. 

Swaine, for the Interstate Commerce Commission to have broader 
powers than it now has to compel the granting of trackage or com­
mon tenancy rights for joint terminal facilities, or whatever would 
be callcd for by the needs of the occasion? Let us leave out for the 
moment the praetical prOblem of dealing with the management and 
with labor, and let tiS just consider whether in your mind it would be 
abstractly more desirahle, if you wanted to do these things, to have 
more powcr than anyone now has to do them. . 

Mr. SWAINE. Well, I do not know whether to give the power of 
complllsion would do it.. Probably, yes. I think that the first thing, 
however, should be to remove the obstacles to voluntary action. 
Maybe that is because of my general philosophical antipathy to com­
pulsion and the belief that businp.ssmen cun work out their problems 
if they are not unduly obstructed. I think the first effort should be 
to remove obstructions, subject always to the Commission's power 
to regulate what they do when it is affected by a public interest. -

Mr. BROWN. As I recall your testimony, there were two conerete 
(',ases, one of whir.h depended on the legal interpretation of the mort­
~ages  in regard to the entrance to Council Bluffs. That is correct, is 
It not? 

Mr. SWAINE. Yes. 
Mr. BROWN. The other, in regard to the use of the Northwestern's 

y!trd in Chicago, woulrl appear to be something in which a club over 
1.110 J\' orthwestern would have been useful to you. 

Mr. SWAINE. You run into a very difficult legal question there, a 
(1llllRtitutional question. The Northwestern had built that yard at 
'III expense of some $16,000,000. We, the Milwaukee, were anxious 
1.11 g(·t the use of that yard on a basis of our use and-I do not know 
jWolt, how to put it-on a wheelage basis, on a charge per car in the 
.YlLrd. The ~orthwestern's  attitude-and I want again to say that 
I.lIiH is not critical; perhaps I would probably have done the same 
Ulillg' if I had been in their situation-was that they had spent 
lalli,()OO,OOO on this yard, and they said, "If you are going to use it, 
IIl1d 'yom usc is half the use, you must pay half of the cost of carrying 
$ lli,()()(),OOO," although our use of it, under the then-existing traffic 
I'lIl1dit iOllio!, business being low, might not have been worth to us more 
tllIlII 1,11(\ interest on two or three millions of dollars, not the interest on 
IflH,()(){),OOO. 

I 11,111 1I0t at all sure that to give the Interstate Commerce Com­
IlIiHHi1l1l th(l power to tell the Northwestern that it had to let us use 
1,1 lid, $ lli,()()O,OOO investment on the basis of what it was worth to us, 
"IlI,ll(lj' 1.1111.11 wlmt it cost the Northwestern, would have been valid 
II' \\ i!-lCI hllHiuesR wise, I mean. I certainly would not want to Sll,y 
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offhand, V\<-ithout giving it a lot more thought than I can give it here. 

Mr. BROWN. Have you any comment on that, Mr. Potter? 
Mr. PO'I'TER. My comment exactly coincides with Mr. Swaine's. 
Mr. BROWN. Mr. Swaine, moving to another subject, merely 1,0' 

clarify the record in regard to the two exhibits that you introduced 
this morning, the chart and statistics of earnings of the Milwaukee,! 
I notice that for the years ]91S, 1919, 1920, and ] 921 you hav0 
included approximately $SO,OOO,OOO of funds from the Fedoral Gov­
ernment. That is correct, is it not? 

Mr. SWAINE. That is right. That includos the return from Federal 
control. 

Mr. BROWN. ClI.n you briefly state on what condit-ions those-
moneys were recoived from the Federal Government? 

Mr. SWAINE. That was rental paid for the road. 
Mr. BnowN. Whn,t was the basis of the rental? 
111'. SWAINE. Past en,rnings experience. 
Mr. BROWN. So that the earnings and fixed charge covern,go for 

those years I1re not as shown on your chart--
Mr. SWAINE (interposing). Do you mean, actnal earnings by the 

Director General? 
Mr. BROWN. Yes. 
Mr. SWAINE. I do not know. My associate tells me that those 

figures that you are talking about now are in the footnote. 
Senator TRUMAN. Just for the record and for the benefit of the­

reporter, I would like to get the names of the two gentlemen who are 
with you. 

Mr. SWAINE. R. J. Marony, vice president of the St. Palll and 
financil11 representative of the trustee, o,nd the other is my assistant, 
Mr. Gilpo,tric. 

Mr. BROWN. As I understand this cho,rt, these figures at the bottom, 
of coverage of fixed cho,rges-this top purple line [indicating], the 
second from the bottom line, includes the rental payment from the 
Federal Government? 

Mr. SWAINE. Yes; for those 4 yeo,rs. 
Mr. BROWN. And tho,t wo,s not based on opern,tions for those years? 
Mr. SWAINE. No; because the road was substantially operated as 

an entire Federal system. 
Mr. BROWN. So tho,t in considering the past fixed charges on the 

St. Paul, do you not think it might be wise to make some allowance 
for the fact that in those years--

Mr. SWAINE (interposing). I had a notation on the figures. 
Mr. BROWN. The notation shows no correction or adjustment of 

the curve as a result of that. Is it not possible that the actual coverage 
of fixed charges on the bo,sis of operations of those years was not so 
great o,s your chart shows? 

Mr. SWAINE. The figures are there. If you want to make a sep­
arating line in there, you can draw another line to show the other set 
of figures. 

Mr. BROWN. But in estimating future earnings in the light of past 
earnings, is not that correction essential? 

Mr. SWAINE. I do not think SO, because I think the character of 
operations during Federal control was so different from the character 
of operations under private operation.. 

1 See "Exhibits Nos. 2014 and 2045," appendix, p. 708 
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Mr. BROWN. Just to touch upon a subject which I believe the 
committee will go into later, it became necessary, did it not, to write 
down the vo,lue of the equipment of the St. Paul by 35 or 36 million 
dollars? 

Mr. SWAINE. Mr. Wilson, who is the controller of the trustee, tells 
me it was $31,000,000. 

Mr. 131wwN. During the same years the St. Paul retired several 
million dollil,l's worth of equipment which ho,d not been fully depre­
ciated; is not tlll1t correct? 

Mr. SWAINI~. Yos. That is part of the retirement. I do not know 
the dotl1ils of all this. 

Mr. BnowN. Would you give us those figures, Mr. Wilson, o,nd 
would you idontify yourself for the record? 

Mr. ·WILSON. I will have to get them; I do not have them [referring 
to memol'l1nda]. 

Mr. BnowN. If you can just give round figures it would be suffi­
,cient. 

Mr. WILSON. I find I have not the figures. In 1934 we retired 
.about 5,GOO units of equipment. 

Ml'. BnowN. In the 3 or 4 years prior to that you retired a good 
many million dollars worth of equipment, did you not, charging it to 
profit find. loss? 

Mr. SWAINE. That was the $31,000,000. 
Mr. BIWWN. That was the $31,000,000? At the same time you 

wrote down, did you not, the value of the equipment? 
Mr. tV lL::;Ol'L The $31,000,000 Wa::; not eharged to profit and loss. 

It was charged o,gainst the equitv in the no-par stock. 
Mr. SWAINE. As I understand it, you are getting into technical 

accounting questions which I do not purport to understand, but I 
think I can give you what I think the board understood was happen­

ll1vlr. BROWN. Excuse me just a moment. We do not really at this 
time want to go into that question. We o,l'e going into it later. 

Mr. SWAINE. I know; and that is why I want to bring out that it 
,does not ho,ve anything to do with it. That was really a revaluation 
of the property. When the company started out in 1928 it had a 
certain amount of equipment and put a figure on its books. A few 
years later it became apparent that that figure was wrong, and it 
was reduced; and, as Mr. "Wilson says, it was my understanding at 
the time that the amount was charged to investment in capital ac­
count. It was in effect a revaluation, and as I understand and under­
stood at the time, the effect of that was to reduce the stated value 
of the no-po,r value common shares, and it had nothing at all to do 
with the earnings of the property after 1928. 

Mr. BROWN. I understand. But why was the figure too high in 
J928? 

Mr. SWAINE. Partly because at that time it was thought they did 
Ilot have too much equipment-indeed, we thought we did not have 
,ollough. It turned out that in certain lines there was more than 
ollou~h  equipment, and locomotives were put into white lead and stood 
,1111 t.ho tracks, and it turned out not to be as valuable as we thought. 

MI'. HnowN. Is there not another factor in there, Mr. Swaine? 
MI'. ~WAINE.  Whfit do you mean? 
1v1,'. BJtOWN. Tho low deprecifition rates of the past. 
lVI r'. SwA I N I,:, 'I'/ill (~Olll  mi:-;sioll rO(11I i rod !H\Il.viol' dopro('.inLioll. 
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Mr. BROWN. But aside from the Commission's requirement, is it 

not your own opinion that the depreciation in the past had been too 
low? 

Mr. SWAINE. I have not given adequate study to tell that. 
Mr. Wilson, counsel asks us whether depreciation in the past had 

been too low. You can answer that better than I can. 
Mr. VVILSON. Depreciation on new equipment is now approximately 

the same as it has been since about 1925. I think that was the date 
of the Colpitts report. )

,: Mr. SWAINE. You mean, after the Colpitts report the depreciation 
rate increased? 

Mr. WILSON. Yes. 
Mr. BROWN. About how much-by two or three times? 
Mr. WILSON. The depreciation on equipment acquired in the reor­

ganization. The rate oJ depreciation on the old equipment was some­
what raised. 

Mr. BROWN. Was it raised very considerably? 
Mr. WILSON. I would not say it was mised considerably. It was 

raised-I think I can give you those mtes. 
Mr. SWAINE. Would you like a readjustment of the income over 11 

back period based upon an application of the depreciation rates as 
later put into eiTect? 

Mr. BROWN. I think it would be more useful than this statement 
[indicating) ; yes. 

Mr. SWAINE. I do not know that it would be any more useful, but I 
can get an additional statement which will show the earnings during 
those years had the rates of depreciation been in efl'ect which are now 
in effect. l 

Senator TRUMAN. We will appreciate it if you will do that, Mr. 
Swaine. 

Mr. SWAINE (addressing Mr. Wilson). Will you see that those are 
furnished? I have got to ask the trustees for that. I have no control 
over that, you understand. 

Senator TRUMAN. This committee will ask the trustees to furnish it 
for the record. 

Mr. ROSIER. Mr. Chairman, I would like to ofreI' in evidence a group­
of 23 letters, bearing on the subject that was discussed this morning, 
the subject of cooperation and coordination, and ask that they be 
separately identified. 

Senator TRUMAN. They will be received. 
(The letters referred to were marked "Exhibits Nos. 2061 to 2083," 

inclusive, and are included in the appendix on pp. 7115-7138.) 

THE POWER CONTRACTS-MR. COLPITTS' FEE 

Mr. ROSIER. Mr. Ecker, do you recall that at some time shortly 
after the company came out of reorganization in 1928, some time after 
that the new company was able to revise certain power contracts? Do 
you recall that? 

Mr. ECKER. Yes; I do recall that. 
Mr. ROSIER. The question of those power contracts had been one' 

of the subjects of inquiry in the Commission's investigation of the 
St. Paul in 1925 and 1926, had it not? 

1 This data, as later rurnished, was marked "Rxhibit No. 22;)7" and is included in tho ap(JC'lltlix 011 p. 
7088 irnmediatoly followiJ1~  I'Rxhihit. No. 20-1-1." 111 t hiR (~(lnJl(~d  ion fi(~O  Ilt\I\I'itll~S,  1~i1rl.  X V 1.1., 1'.7.1:10 
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Mr. ECKER. I have some recollection of that; yes. 
Mr. ROSIER. Do you recall that some time in 1929 and 1930 the 

company was able to obtain a revision of those power contracts? 
Mr. ECKER. I have a recollection that there was a revision. The 

exact details of it I cannot tell you without referring to the records. 
Mr. ROSIER. As a result of that revision the amount of money that 

the company had to pay for its power was less than it had been 
previously? 

Mr. ECKER. I understood that the revision was advantageous to 
the railroad. 

Mr. ROSIER. Do you recall, Mr. Ecker, that independent engineers 
were engaged by the company to determine which of several plans for 
the revision of those contmcts would be more advantageous to the 
railroad company? Specificially, was Coverdale & Colpitts--

Mr. ECKER (interposing). My recollection is that Coverdale & 
Colpitts were consulted and made studies and reports. But, again, 
I would like to go by the record rather than by my recollection. 

Mr. ROSIER. Mr. Ecker, do you know of your own knowledge 
what work Coverdale & Colpitts did in connection with those power 
contracts'? 

Mr. ECKEIt. Beyond the fact that they made a study, no. 
Mr. ROSIER. Mr. Colpitts, by the way, at that time was a member 

of the board of directors? 
Mr. ECKER. He was. 
Mr. LOWENTHAL. Was Mr. Colpitts one of the men who was put. 

on the board shortly after or at the time of the reorganization in 1928? 
Mr. ECKER. I could not tell you what time he came on. It may 

have been right from the beginning. The record would show that,. 
and of course I would accept the record. 

Mr. ROSIER. I think the record so shows. That is the fact, is it not, 
Mr. Swaine? 

Mr. SWAINE. Mr. Hanauer so testified. 
Mr. ROSIER. Did you know that the organization of the new com­

pany, the opemting' staff, had itself done a lot of work in connection 
with the revision of those contracts? 

Mr. ECKER. Only this, that we were impressed by the capacity of 
the organization that had to do with operating the road over the 
electrified sections, and while I have not a distinct recollection of what 
they had to do with this change in the contmct, it is my impression 
that they were a part of the investigation that was made at the time, 
which led to the amendment of the contract. 

Mr. ROSIER. Do you by any chance recall how much Mr. Colpitts 
WlIS paid for his work in that matter? 

Mr. ECKER. I do not recall. 
Mr. ROSIER. Mr. Chairman, I would like to oft'er for the record a 

letter from Mr. Scandrett to Mr. Colpitts, dated January 3, 1930. 
Senator TRUMAN. It will be received. 
(The letter referred to was marked "Exhibit No. 2084" and is 

included in the appendix on p. 7140.) 
Mr. ROSIER. The letter reads as follows: 
As requested in your letter of December 30th, I am enclosing herewith voucher 

clhock in favor of Coverdale & Colpitts for $20,000 in payment of bill for se!"vices 
Alld IlXPOllBCS in connection with the power contract matter. 
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Does that refresh yOUl' recollection at all, Mr. Ecker, that he 
received $20,OOO? 

Mr. ECKER. No. That must be 7 or 8 years or more ago, and I 
would not remember that detail. If I was present at the meeting 
when that was authorized, I undoubtedly voted for it. Again I 
would have to go by the record as to whether I wn.s there. 

Mr. ROSIER. I would like to oIrer for the record, 111'. Chairman, 
n.nothcr lettcr from Mr. Scn.ndrctt to Mr. Colpitts, tbted thc same 
·dn.tc, January 3, 1930. This is n. copy of the Ol'ig-inn.llctt<?r found in 
Mr. Colpitts' files. The letter is dn.ted the same date as the previous 
l('tter that was introduced, and is addressed to "Dear 'Val tel''' n.nd is 
signod "Henry." 

Senator TnuMAN. It will be received. 
(The letter refcrrod to was marked "Exhibit No. 2085" and IS 

included in the appendix on p. 7BO.) 
Mr. ROSIER. The letter reads as follows: 
Because your letter of December 30th calls for an exprcssion of my opinion 

·about the bill of your firm for services in connection with 0\11" powe!" COli tract 
matt.er, and because our long friendship m",J;cs it our duty to at all times be 
'absolutely frank amI calldid with each other, r <.lIll telling you thn,t the bill is \lIllch 
larger than I anticipated it would bo. I. of comse, do llOt 1<llow how nlueh time 
was cxpcnded nor how much expense incl1l'rccl by your organizaLiou and if I did it 
might change my opinion. 

Before I presented to the Board the proposn,!s for a new contract a great deal of 
work had been done by our officers and there had been extended negotiations with 
-officers of the power companies in whirh I, to some extent, participated, III point 
of fact the negotiations had been so extended that the power companies would not 
have a/';I'l:(~cl  tv allY sulJstalltial modification of their different pJ'oposals and tile 
work of your firm resolved itself largely into the question of which of the differcnt 
pronosals seemed to be the hest for the Railroad Company. 

The report prepared by yom firm was an excellcnt one :end thc recommendation 
,of the report was to accept the proposal which I alld the othcr offICers felt was the 
best basis for the new contract. While I do not anticipate any qucstion will 
.ever be raised as to the propriety of our action, if it is we will be fortified in having 
the opinion of your firm. Even though no question is ever raised, it is a satisfac­
tion to me to have our opinion so fortified. 

I would have liked to have had an opportunity to go over this personally 
with you in advance of payment of the bill, but because of your request for 
prompt payment I have not waited to do so. As I have stated above, I of course 
do not know the amou nt of work which was done by members of your organiza­
tion, and in the last analysis the man who does the job and knows just what has 
gone into the doing of it is in the best position to say what it is worth, and so r 
am leaving it entirely to you. I have written you as I have because I know that 
you would want me to tell you just how the bill impresses me. 

Mr, LOWENTHAL. Mr. Potter, did you know at all of this corre­
spondence between Mr. Scandrett and Mr. Colpitts prior to this date? 

Mr. POTTER. I do not recall that I ever saw it or heard of it. 
Mr. LOWENTHAL. You do not recall that the president informed 

the board at any time that he had paid a bill of Mr. Colpitts' firm? 
Mr. POTTER. I do not recall. By that I do not mean to say that 

he did not advise the board. He may have, and I may have approved 
of it; but I do not recall anything fl.bout it. 

Mr. LOWENTHAL. Did Mr. Scandrett have the power to pay a bill 
of this size without first getting the authority of the board of directors? 

Mr. POTTER. I do not know that the board ever defined by resolu­
tion or by bylaws any limitation on the authority of the president. 

Mr. LOWENTHAL. Do you remember, Mr. Ecker? 
Mr. ECKER. No; I do not. I would suppose in this case it would 

,depend upon the authority when it was given by the board to hn.ve the 
work done. I have no rccollcction n.bOllt it. 

Mr. LOWENTHAL. You do not know whether or not Mr. Scandrett 
had the power to make such a payment to Coverdale & Colpitts with­
out first getting the au thorization? 

Mr. ECKER. I do not know that he did so. As a matter of fact, 
was it not authorized by the board? 

Mr. LOWENTHAL. Do you know, Mr. Swaine? 
Mr. SWATNE. I do not know. You are spen.king of the question of 

power. I think he probably did have the power, I would expect to 
find that a good many bills of this size had been paid without ever 
having been submitted to the board. 

Mr. LOWENTHAL. V\Tas there any rule tbat you can remember, 
Mr. Eckel', that required that in the case of the paymcnt of a bill to a 
director or to a firm of which he was a partner, or to a corporation with 
which he was connected, that in lOuch cases at len.st the bills must first 
come before the board for approval prior to being paid? Do you 
know whether there was any such resolution of the board? 

Mr. EClmR. I do not recall whether there was or not. 
Mr. LOWENTHAL. Do you know whether or not there was any rule 

tha,t might have been of that nature for bills of over a certain amount? 
Mr. ECKER. Only as it relates to the budget forecn.st for the year, 

which was always approved by the board, and that budget always 
gave the officers some latitude in the expenditure of the authorization 
of the budget, depending upon developments as we went through the 
year. All I recollect of this is that the wbole subject was one that 
was brought to the board's attention. The question of amendinp: or 
ehangmg the contract and the detail of it and the bills in conncction 
with it I do not remember. 

Mr. LOWENTHAL. Do you remember, Mr. Potter, whether there 
was any rule or resolution of the board which requircd submission 
to the board or to its executive committee of bills tendered by directors 
or firms or corporations with which they were connected, prior to being 
paid, wheth0r all such bills were hills above a certain amount? 

Mr. POTTER. Having in mind what I have always understood, or 
did, years ago-I n.Ill a little bit rusty on my law-the general rule, as 
I hove understood it, was that a director rendering services was not 
nntitled to compensation for services unless there was a specific agree­
IIIGnt made to that end. 

Mr. LOWENTHAL. An agreement between whom? 
Mr. POTTER. The company and the director. 
Mr. LOWENTHAL. You mean, it might apply simply to an agree­

mont between the president of the company and the director, or would 
it, have to be ratified by the board? 

·Mr. POTTER. The rule would require that the board approve of the 
lIrnployment of this man, and I would think it would carry with it the 
id(lll. that the board would approve of the compensation. 

MI'. LOWENTHAL. That is, that the compensation would have to 
ho np proved by the board before it was paid? 

Mr. POTTER. I would thinK it would carry with it the idea that the 
bOIl.l'fl would approve of the compensation. 

MI'. LOWENTHAL. That is, that the compensation would have to 
II(I Il,pprovecl by the board before it was paid? 

MI'. Po'rcmn. I would think so, unless in the nature of the employ­
11111111, (,!Ior(\ wn.R some idea what it would be, perhaps. I am speaking 
of I.!III g'(\II(II'lt.l rule. 

II 11111:1 :1II Ill. Ifl 17 
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Mr. LOWENTHAL. You are speaking of the general rule of law?� 
Mr. POTTER. Yes.� 
Mr. LOWENTHAL. You do not know whether there was any general�

rule adopted by the board of directors of the St. Paul? . 
Mr. POTTER. No. 
Mr. LOWENTHAL. Do you think it would be desirable to have such 

a rule in corporations, at least as to bills over a certain amount, what­
ever that minimum mig-ht be? 

Mr. POTTER. Yes. I am president of another corporation now 
where I have had the board of directors pass a resolution restricting 
my authority to incur any obligations beyond $3,000. That illustratesmy general idea. 

Mr. LOwEN'rHAL. Restricting your authority to incur obligations of 
any kind with anybody above $3,000?�

Mr. POTTER. Yes.� 
Mr. LOWENTHAL. With respect to contracts between the corpora­

tion that you have mentioned and yourself as an individual, or any 
other director as an individual or as a member of the firm, you would 
always submit them to the board of directors, and the amount to be 
paid you would submit before you would pay it? 

Mr. POTTER. Yes; I would do that, I think. I do in every case. 
I do not say that is necessary. I think where you have a larg-e corpo­
ration and a president you have confidence in, confidence in his judg­
ment and integrity, in ordinary practice more latitude might bepermitted. 

Mr. LOWENTHAL. Do you think it would be desirable in the case of 
railroa.d corporations to require that in paying bills of directors or 
their firms or corporations, bills over a fixed minimum, whatever that 
minimum might be, ought to be submitted to the board for approval 
prior to being passed by any officer of the company? 

Mr. POTTER. I would think that would be g-ood business practice; yes. 
Mr. LOWENTHAL. What do you think, Mr. Ecker?� 
Mr. ECKER. I would think it good bllsiness practice.� 
Mr. LOWENTHAL. And a desirable thing for the railroads?� 
Mr. ECKER. Desirable for any corporation. I would not limit it�to the railroads. 
Mr. LOWENTHAL. As a matter of fact, Mr. Ecker, is there not some 

rule or practice in the banking world that before a loan can be made 
. to a director of a bank it must be approved by the board of the bank 
or its executive committee?� 

Mr. ECKER. It is my impression that there is either a law or regu­�
lation. It is practiced in many banks, regardless of that.� 

Mr. LOWENTHAL. And it is sound practice?� 
Mr. ECKER. I regard it as sound practice; yes. I think that it 

should be said, in connection with this, that there was a special situ­
ation, that there was great benefit to come to this railroad through 
the change that was made in that contract, and much saving to the 
nlilroad. It involved questions that were highly technical in which 
the services of an engineer were of a great deal of value; and I say 
here in the study and in the examination of this question, when au­
thorized by the board or undertaken with the board's approval it 
might well have carried with it the authority to pay the expenses of 
the investigation and coming to the conclusion with reference to what 
extent and in what form the contract should be changed. 
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Mr. LOWENTHAL. That is, to leave it to the president to adjust 
with the person performing the services what the amount should be? 

Mr. ECKER. I do not say it was done, but I say it was possible that 
it was understood in this case. 

Mr. LOWENTHAL. You think that might be the proper way to 
handle it? 

Mr. ECKER. Again, I say it depends on the circumstances, and it 
might have been, with the full explanation to the board, that what­
ever was done must have appeared to the board to be appropriate at 
that time. 

Mr. LOWENTHAL. Did you know, Mr. Ecker, that Kuhn. Loeb & 
Co. had called Mr. Colpitts' firm into this receivership situation about 
1925? 

Mr. ECKER. Prior to the receivership? 
Mr. LOWENTHAL. Yes. 
Mr. ECKER. I do Imow that they had; yes. 
Mr. LOWENTHAL. And that they performed services which were 

paid? 
Mr. ECKER. They performed services. I do not know about the 

payment. I presume they were paid. 
. Mr. LOWENTHAL. Do you remember, Mr. Swaine? 

Mr. SWAINE. They were called in by the company originally. 
Mr. LOWENTHAL. They were paid out of the receivership estate? 
Mr. SWAINE. Yes. 
Mr. LOWENTHAL. About $70,000? 
Mr. SWAINE. I do not remember. 
Mr. LOWENTHAL. Do you have any recollection as to whether it 

was in the neighborhood of $70,000? 
Mr. SWAINE. No. You have the fi?:Ure there. 
Mr. LOWENTHAL. Subject to correction, our records show that 

Coverdale & Colpitts received $72,000 for their services. 
Mr. Ecker, have you heard that there was testimony before this 

subcommittee to indicate that Kuhn, Loeb & Co. had considerable 
to do with bringing Mr. Scandrett in as president of the St. Paul? 1 

Mr. ECKER. I do not know the testimony that has heen ?iven, but 
Tdo know that the bankers had much to do with bringing Mr. Scand­
rett in. 

Mr. LOWENTHAL. Was he reelected president from time to time, or 
did he just continue without any reelection? 

Mr. SWAINE. He was reelected every year. 
Mr. ECKER. I would say the minutes must show what the practice 

Wits. I would suppose he was reelected from year to year. 
Mr. LOWENTHAL. He was reelected every year by the board of 

dirr-ctors? 
Mr. ECKER. If the minutes show that, I would assume that he wal". 
1Vlr. LOWENTHAL. And one of those directors was Mr. Colpitts? 
MI'. ECKER. Oh, yes. 
.Mr. ROSIER. Mr. Chairman, I want to offer for the record at this 

Iillln It group of letters, the first of which is from Mr. Byram to Mr. 
(ll'lI.y, president of the Union Pacific Railroad Co., dated July 19, 1924; 
Illl\!J of II. Intter from Mr. Goetz to Mr. Byram, dated April 8, 1925; 
IltlP.V of l\. h,tter from Mr. Byram to Mr. Greer, dated August 18, 1925; 
lillY of It Intt(ll' from Mr. Byram to Mr. Greer, dated September 22, 
I ttllh MUIH'U, p, n~lIll\l,  ~oq.  
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1925; copy of a letter from Mr. Byram to Mr. Harrison, dated April 6, 
1927--

Mr. POTTER (interposing). What Mr. Harrison is that? 
Mr. ROSIER. Mr. Fairfax Harrison. 
Also copy of a letter from Mr. Byram to Mr. Pollock, vice president 

and general manager of the Boston & Maine Railroad Co., dated 
August 12, 1926; copy of a letter from Mr. Byram to Mr. Gillick, 
dated October 5, 1927; copy of letter from Mr. Pierpont to Mr. Byram/ 
dated October 18, 1927; copy of telegram, signed "J. L. B.", dated 
October 25, 1927; copy of letter from Mr. Frank C. Jones to Mr. 
Scandrett, dated July 3, 1928; copy of letter from Mr. Scandrett to 
W. B. Storey, president of the Atchison, Topeka & Santa Fe l1ailway 
Co., dated July 21, 1928; copy of letter from Mr. Byram to Mr. Dietz, 
dated June 14, 1930; memorandum signed "W. A. D." for Mr. Har­
stad, undated; copy of letter from Mr. Scandrett to Mr. Fred W. 
Sargent, president, Chicago & North Western Railway Co., dated 
October 21, 1933; copy of letter from Mr. Sargent to Mr. Scandrett, 
dated October 27, 1933; copy of letter from Mr. Scandrett to Mr. 
Sargent, dated November 1. 1933; copy of memorandum from Mr. 
Scandrett to Mr. Gillick, dated May 27, 1934; copy of response from 
Mr. Gillick to Mr. Scandrett dated May 31, 1934; copy of letter from 
Mr. Scandrett to Mr. Sargent, president of the Chicago & North 
Western Railway, dated August 15, 1934; copy of letter from Mr. 
J. J. Osley to Mr. W. B. Dixon, dated October 10, 1934. 

Senator TRUMAN. The documents will be received. 
(The documents referred to were marked "Exhibits Nos. 2086 to 

2105", and are included in the appendix on pp. 7141-7147.) 
Senator TRUMAN. The subcommittee will now take a recess for 

about 10 minutes, and meet again at quarter of 3. 
(A brief informal recess was taken, at the conclusion of which the 

following proceedings took place:) 

PROBLEM OF SALARY REDUCTION FOR COUNSEL TO BOARD OF� 
DIRECTORS� 

Mr. ROSIEJ1. Mr. Swaine, do you recall that in the summer of 1933 
an� effort was made on behalf of the Chicago, St. Paul, Milwaukee 
&� Pacific to have their interest rate on the loans from the Reconstruc­
tion Finance Corporation reduced? 

Mr. SWAINE. Yes. 
Mr. ROSIER. And in that connection the Reconstruction Finance 

Corporation requested that before there be an interest-rate reduction, 
certain salaries would be reduced? 

Mr. SWAINE. Yes. 
Mr. ROSIER. Do you recall that there was, in that connection, 

discussion as to the reduction of the salary of yourself, Mr. Swatland, 
and Mr. Wood? 

Mr. SWAINE. Yes. 
Mr. ROSIER. vVbo were counsel to the board? 
Mr. SWAINE. Yes. 

. . Mr. ROSIER. Doypu recall,. Mr. Swaine, that Mr. Scandrett con-, 
~erred .with 1\11': J:ones',. ,the. ch/1irman, of theRec9nstru~tio:n Finance 
Corporation, alwut tb~t  ma.ttet,and wrotesorn,e correspondence?' 

Mr. SWAINE. I attended no such conference. I know Mr. Scandrptt 
told me he had. I might say that as SOOll ILK tho <jl1(IKLioll Ollll1e up 
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I said to Mr. Scandrett, and said to the board, that I would be very 
happy to resign as counsel for the board, or I would be very happy 
to have the services rendered without salary and on a basis of quan­
tum meruit, after the services were rendered, in an amount to be 
fixed by the members of the board. 

Mr. ROSIER. Do you recall, Mr. Swaine, what figure Mr. Scandrett 
was il,ttempting to have the Reconstruction Finance Corporation agree 
on with respect to your fee? 

Mr. SWAINE. I do not. So far as I was concerned I did not want 
him to agrce on any amount, and I so stated to the board-not merely 
to Mr. Scandrett, but to the board. 

Mr. ROSIER. Do you recall that the figure was $17,500? 
Mr. SWAINE. No; I do not recall that. 
Mr. ROSIER. Mr. Chairman, I should like to offer for the record at 

this time a copy of a letter from Mr. Scandrett to Mr. Jones, cllairman 
of the Reconstruction Finance Corporation, dated June 28, 1933. 

Scnator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2106" and IS 

included in the appendix on p. 7148.) 
Mr. ROSIER (reading): 
In accordance with our telephone conversation on Monday, I shall put into 

effect July 1st the reductions in salaries as arranged at our meeting Washington 
on the 16th. 

I of course regret the necessity for making another reduction in the salaries of 
officers who are working harder and more efficiently than ever before, but they 
are all good soldiers and are taking the reduction in the best of spirit. 

I do want you to know I appreciate your cordial, friendly attitude and the 
consideration you accorded me in this matter. I realize something of the diffi­
culties of your position and I am happy to do my part in the emergency situation 
which confronts us all. 

Mr. Chairmitn, I should like to offer a copy of a letter from Mr. 
Swaine to Mr. Scandrett, dated July 1, 1933. 

Senator TRUMAN. It may be received. 
(The le'tter referred to was milrked "Exhi.bit No. 2107" and is 

included in the ilppendix on p. 7148.) 
Mr. ROSIER (reading): 
Thanks for your note of June 26. As I told you when we talked the matter 

over, we want whatever is paid us to be entirely satisfactory to you, and we 
Kreatly appreciate that the amount finally agreed upon is a bove the minimum 
'1.1IlOllnt for which we said we thoul!ht we could afford to do the work. 

With this reduction, I assume that it is understood that should any major 
lirlltncial transaction develop, as. for example, a readjustment under the Bank­
l'lIptCy Act, we would be entitled to special compensation. Of course, should 
Iidl a matter develop it would be agreed in advance tr.at it was one coming 

wll.hin this understanding. 

Mr. SWAINE. I think, if you are going to introduce those letters, 
yOll ought to introduce all the other letters and the record before the 
llClJI.l'(l, where I stated-and I state it now-that I would very much 
II" VII r)/'d(~rred to resign as counsel for the board of directors of the 

f" l'II,liI at that time, because of the character of question that was 
r/li~nd.  I t.,]link, if you look at the minutes of the board meeting, you 

III lIlid 1.11ll(; I only remained at the insistence of the board. 
1""ll,IIJ' 'l'HITMAN. Mr. Switine, if there are any letters that are not 

"I'flI II I1'1 It I 11,(, this f,i)lw, thfi.t you Citrc to have introduced, they will 
JIll I. it I 1.111\ "(\(\01'<1. 

~"".  IoIWAINIii. YOIII' lIXlI.llJilllll':4, ~(\JJll.tol·  '1'1'1111111.11, took ('Opi!'.A of all 
IIIIl.t.l\I'H. 
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Mr. ROSIER. Mr. Swaine, there are quite a number of letters in 

this connection. 
Mr. SWAINE. You did not worry about that when you introduced 

thirty-odd letters about Mr. Scandrett's private car. There are about 
5 or 6 letters here that you have, and I request that you introduce the 
copies you have. I do not have them here. 

Mr. ROSIER. Mr. Swaine, I am sure that we can supply them for 
the record later. 

Mr. SWAINE. Please do so. 
Mr. ROSIER. If you will tell me which ones you want. 
Mr. SWAINE. I want all the correspondence and all the records of 

the board with reference to this matter of my remaining as counsel to 
the board, and my salary. You have all those letters. 

Senator TRUMAN. We will introduce as many letters as you want 
put into the record, Mr. Swaine. Proceed. 

Mr. ROSIER. I should like to offer for the record at this time, Mr. 
Chairman, a copy of a letter from Mr. Scandrett to Mr. Jones, dated 
August 28, 1933. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2108" and is 

included in the appendix on p. 7149.) 
Mr. ROSIER (reading): 
I am a~king  you at this time to conEider further the question of compensation 

for Messrs. Swaine, Wood, and Swatland, Counsel for Board of Directors of 
I this Company. 

At the time of our discussion in Washington on June 16th their salary was 
$28,300. It was originally $35,000 and was reduced to $31,500 on October I, 
1931, and further reduced to $28,350 on February I, 1933, at which time corre­jill 
sponding reductions were made in the salaries of all officers of this company inII excess of $3,600. At our conference you fixed their salary at $17,500, which was 
just 50% of the salary they received prior to October I, 1931. I ought so say 
in justice so Messrs. Swaine, Wood, and Swaltand that prior to the time I met 
with you they themselves brought up the propriety of a further reduction in 
their salary because the volume of work they were doing for us w::u; somewhat 
lighter than it had been in prior years. I ought also to say it would be entirely 
agreeable to them if they were paid on a fee basis instead of a fixed annual salary. 
In my view, however, it is better for the company and more economical to have 
them on a salary basis. 

As to the desirahility and, in fact, necessity of this company having lawyers in 
New York, there can, I think, be no question. The meetings of the Board and 
of the Executive Committee are held in New York and the Board has occasion 
frequently to ask advice and call for opinions. Our New York office also has 
frequent occasion to consult these lawyers, as do I when I am in New York and 
also by correspondence. They went through the reorganization of the company 
and have been active for the new company from its inception. They are thor­
oughly familiar with our financial set-up and their advice on questions arising 
thereunder is most valuable to us. 

I understand the only question there has been in your mind is as to whether 
they should be on a salary or a fee basis, because, of course, you recognize that 
if the Board of Directors of the Company feel they should have a lawyer or firm 
of lawyers in New York City they should act on their judgment in the matter. 
The Board feels strongly, as I do, that the salary basis is the more satisfactory 
arrangement, and I am also of the opinion, as stated previously, it will work out 
more economically. I very much hope, therefore, you will approve a salary of 
$17,500 per annum. 

Another letter, Mr. Chairman, that I should like to offer for the 
record at this time is a letter from Mr. Scandrett to Mr. Swaine, 
dated August 28, 1933. 

Senator TRUMAN. It may be received. 
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(The letter referred to was marked "Exhibit No. 2109" and is 
included in the appendix on p. 7149.) 

Mr. ROSIER (reading): 
Chairman Jones, of the Reconstruction Finance Corporation, called me on the 

telephone on Saturday and in the course of the conversation said that the ques­
tion of New York lawyers for our Company was still under conRideration. He 
asked me if I had changed my view on the subject, and I told him I had not. He 
then suggested that I write him a letter incorporating my views and this I have 
done as per attached copy, which, of course, is only stating in a somewhat differ­
ent way the substance of what I said to him ill my previous letter. 

The only figure he mentioned in his conversation was $15,000. I told him I� 
thought the figure he had set at our conference in June of $17,500 was as low as� 
he should go. He asked my view of a retainer on a fee basis, with a maximum� 
of $15,000 or possibly $17,500. I told him I did not think it was practicable if� 
he went to a fee basis to make any limitation on the amount, and that I was SUTe� 
the salary basis would be more satisfactory as well as more economical. He� 
indicated I would hear from him shortly after receipt of my letter.� 

KUHN, LOEB PARTNERS 'REQUEST FAVORS OF ST. PAUL OFFICERS 

Mi. Chairman, I should like at this time to offer in evidence a copy 
of a letter from Mr. Hanauer to Mr. W. W. K. Sparrow, dated January 
9, 1928. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 211 0" and is 

included in the appendix on p. 7150.)
Mr. ROSIER. That was a few days, Mr. Ecker, prior to the time 

when the new company started functioning-January 9, 1928? 
Mr. ECKER. Yes.� 
Mr. ROSIER (reading);� 
I have a letter from Mr. Rawson, Chairman of the Board of the Union Trust� 

Company in Chicago, saying that he hopes that the new St. Paul company will 
continue the account which the Receivers have kept with his company. I have 
replied that this is a matter which is entirely in your hands, but I might say to 
yOIl that this company is one of the very important and influential companies in 
Chicago and they are very good friends of ours. 

Do you know, Mr. Ecker, whether the St. Paul continued their 
account at the Union Trust Co. in Chicago?� 

Mr. ECKER. I do not recollect. I go by the record.� 
Mr. ROSIER. Do you know, Mr. Potter?� 
Mr. POTTER. No.� 
Mr. ROSIER. Do you know, Mr. Swaine?� 
Mr. SWAINE. I do not know.� 
Mr. ROSIER. Mr. Chairman, I should like to offer for the record at 

this time a copy of a letter from Mr. Mortimer L. Schiff to Mr. 
Scandrett, dated January 24, 1928. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2111" and is 

included in the appendix on p. 7150.) 
Mr. ROSIER. Mr. Schiff was a partner of the firm of Kuhn, Loeb 

& Co., Mr. Ecker?� 
Mr. ECKER. Yes.� 
Mr. ROSIER (feading from "Exhibit No. 2111"): 
I /till permitting myself to give this letter of introduction to you to Mr. W. B. 

'I'm(,y, of the Tracy-Parry Company, advertising agents.
Mr. 'I'mcy, whom I have known favorably for a number of years, is very 

dUMII'\)IlH of no(',minK Itll opportunity to figure on the publicity work of the Chicago, 
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Milwaukee, St. Paul and Pacific Railroad Company. I have explained to him 
that these are matters which are in the hands of the operating officials and that 
we would not venture to even make suggestions as to who should be employed 
for such a purpose. I have thought it due him, however, to give him an oppor­
tunity to be heard by you, if you will be good enough to extend such an oppor­
tunity to him. 

Mr. Chairman, I should like to offer for tile record at this time a 
coP:v of a letter from Mr. Mortimer L. SChiff to Mr. Scandrett, dated 
March 5, 1928. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit Ko. 2112" and is 

included in the n,ppendix on p. 7150.) 
Mr. ROfHRR (reading): 
We have been asked by valued friends to say a word on behalf of the Bettendorf 

Company, of Bettendorf, Iowa, manufacturers of railroad cars who have partici­
pated in the car business of the Chicago, Milwaukee, St. Paul and Pacific Railroad 
Company in the past. I understand that they are located on your lines and that 
they are very reliable people. I hope, therefore, that you will be able to give 
them the opportunity they seek for a portion of the equipment which I am told 
you arc about to order. 

I should like to offer, Mr. Chairman, Mr. Scandrett's response to 
Mr. Schiff, dn,ted March 8, 1928. 

Senn,tor TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2113" and is 

included in the appendix on p. 7151.) 
Mr. ROSIER (reading): 
I have received on the line today your letter of March 5th in regard to the 

Bettendorf Company. I have no doubt they will be given every opportunity to 
bid on our equipment requirements, but in order to be certain I am today writing 
our Chief Purchasing Officer. 

USE OF PRIVATE CARS 

Mr. LOWENTHAL. Mr. Ecker, will you tell us the States which 
represent the eastern and western termini of the St. Paul Railway? 

1\11'. ECKER. Eastern and western? 
Mr. LOWEN:r'HAL. Yes. 
Mr. ECKER. Subject to correction, I should say Illinois-­
Mr. SWAINE. How about the Chicago & Terre Haute? 
Mr. ECKER. The Chicago & Terre Haute goes into Indiana. 
Mr. LOWENTHAL. Mr. Swaine, would you suggest that the eastern 

State is Indiana? 
Mr. SWAINE. I do not know. A straight line drawn due north from 

the eastern terminus would go up into Michigan. We have a line 
in Michigan. I do not think it gets that far east. I should guess 
that Indiana was probably the farthest east. 

Senator TRUMAN. Indiana and Michigan are about on a level. 
Mr. LOWENTHAL. And the western State, Mr. Ecker? 
Mr. ECKER. The State of Washington. 
Mr. LOWENTHAL. Mr. Ecker, would you tell us the State in which 

is the en,stern terminus of the principal or main line of the St. Paul? 
Mr. ECKER. Illinois. 
Mr. LOWENTHAL. That would be at Chicago. 
Mr. ECKER. At Chicago. 
Mr. LOWENTHAL. Mr. Ecker, where did the board of directors of 

the St. Paul Railway hold its meetings? 

Mr. ECKER. As a general thing, in New York City. I am not sure 
that every meeting was held there, because I think there were some 
occasions when they were held in other places. 

Mr. LOWENTHAL. But mostly in New York?� 
Mr. ECKER. In New York.� 
Mr. LOWENTHAL. Were most of the directors of the St. Paul, in the 

period between 1928 and the bankruptcy of 1935, New York men? 
Mr. ECKER. Mr. Van Dyke was not, surely. 
"tvir. LOWl"NTHAL. I say "most." 
Mr. ECKER. Most of them were; yes. 
Mr. LOWENTHAL. You had a director in Seattle.� 
Mr. ECKER. Joshua Greene was in Seattle; yes.� 
Mr. LOWENTHAL. He was what was called an on-line director?� 
Mr. ECKER. It would be an appropriate term; yes.� 
Mr. LOWENTHAL. That is to say, that term has been used in some of� 

the documents that were put into the record of the subcommittee.� 
Is that a customary phrase in the railroad world?� 

Mr. POTTER. It is new to me.� 
Mr. ECKER. I have never used it, but I think it is appropriate. 
Senator TRUMAN. It was used in connection with the Missouri 

Pacific.
Mr. LOWENTHAL. I think, Mr. Ecker, the representatives of the 

Stedman committee in the Missouri Pacific referred to their desire to 
have some on-line directors. 

Mr. ECKER. I can see the reason for it. 
Mr. LOWENTHAL. Mr. Ecker, do you think it desirable or unde­

sirable, in the case of a railroad such as the St. Paul, geographically 
situated between Indiana and the Pacific coast, to have the directors' 
meetings mostly in New York?

Mr. ECKER. Looking at the complexion of the Board, I would say 
so; yes.Mr. LOWENTHAL. Do you think it, is desirable for the railroad, and 
from the point of view of the public interest? 

Mr. ECKER. I see no objection to it. 
Mr. LOWENTHAL. Mr. Potter, do you agree? 
Mr. POTTER. I think it was desirable in this case, yes. 
Mr. LOWENTHAL. Mr. Chairman, I should like to offer for the record 

a series of copies of letters, the first of which is a letter from Edward J. 
Brundage, receiver, to Mr. H. E. Byram, receiver, dated November 6, 
1925. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2114" and is in­

cluded in the appendix on p. 7151.) 
Mr. LOWENTHAL (reading): 
A party of friends, which may include Judge Wilkerson, want to go to Oshkosh 

November 19, returning November 21st. If it is possible, could I have the use of a 
private car as 1 intend to accompany them? And will it be possible to make 
Ill'rangements over the Chicago & North Western, leaving on their three o'clock 
train November 19th, and returning from Oshk0sh one PM November 21st. 

P. S.-Of course I understand tickets will have to be purchased for the guests 
I\(~e()mpanyingme. 

Mr. Potter, the receivers were entitled to travel on the St. Paul 
wiLhollt pll.ying transportation, were they not? 

Mr. PO'l"I'lm. Yes. 
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Mr. LOWENTHAL. And if they used a private car and had friends Mr. LOWENTHAL (reading); 
with them, the friends would have to pay the regular charge for a 

i 

ticket? 
Mr. POTTER. Yes. 

Ii Mr. LOWENTHAL. I should also like to otTer, Mr. Chairman, a copy 
of a letter from H. E. Byram to Mr. Brundage, dated November 6,
1925. 

Senator TRUMAN. It may be received.� 
(The letter referred to was marked "Exhibit No. 2115" and is� 

included in the appendix on p. 7151.) 
Mr. LOWENTHAL. This letter is headed "Proposed Trip to Oshkosh, 

Wis." [Reading:] 
Replying to yom letter of November 6th: .. 
We shall be glad to furnish a private Go,r fOT the party referred to covering the 

proposed trip to Oshkosh, Wisconsin, anc! return, and I have placed car "Mil­
waukee" at your disposal. 

Mr. Potter, that was one of the private cars of the St. Paul? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. How many private cars did they have during 

the period of the receivership, do you remember? That was between 
1925 and 1928.I 

Mr. POTTER. As a guess, I should say three or four or five, perhaps. 
Mr. LOWENTHAL. Does that include, or not, business cars? 
Mr. POTTER. Yes.~ 

Mr. LOWENTHAL. Thnt is, the private cars and the business cars I numbered some four or five, or perhaps three? 
Mr. POTTER. I should say possibly as many as four, or perhaps five. 
Mr. LOWENTHAL. A business car is something on the order of a 

private car, but it is run at a difl'erent part of the train, is it not? 
Mr. POTTER. No. The words "business car" and "private car" are 

really interchangeable in railroad parlance. Railroad people call 
them business cars. They really have not any private cars. 

I Mr. LOWENTHAL. I should like to offer, Mr. Chairman, a copy of a 
letter to Mr. Byram from Mr. Fred W. Sargent, headed "Chicago and 
North Western Railway Company," indicating that the arrange­
ments were made by Mr. Byram with the North V\--estern to take care 
of the private car to carry the party referred to in Mr. Brundage's
letter of November 6, 1925. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2116" and is 

included in the appendix on p. 7151.) 
Mr. LOWENTHAL. Mr. Potter, you would not remember, or perhaps 

have known, whether that trip in that private car was taken, as 
requested by Mr. Brundage? 

Mr. POTTER. I do not think I ever knew of it. 
Mr. LOWENTHAL. You would not be informed whenever any of 

your coreceivers or others were using private cars during the period 

r 
of the 1925-28 receivership?� 

Mr. POTTER. No.� 
Mr. LOWENTHAL. Mr. Chairman, I should like to offer for the rec­

ord a copy of a letter from Mr. Byram to Mr. J. T. Gillick, chief 
operating officer, dated June 10, 1926. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 21] 7" and is 

included in the appendix on p. 7152.) 

I enclose herewith itinerary of Mr. Brundage's trip to California. Please 
arrange for the movement of business car "Milwaukee" occupie:l b.v himself and 
family from Chicago to Omaha on train No.7, leaving here at 6:10 p. m. S:l.turday, 
June 12th. 

On arrival at Omaha the car is to be delivered to the Union Pacific for move­
ment to San Francisco on their trains Nos. 5-9. 

Mr. Potter, when a private car of one railroad is routed over the 
line of another railroad, does the first road pay to the second the 
charges for transporting that private car? 

Mr. POTTER. 1 think not. 
Mr. LOWENTHAL. You think not? 
Mr. POTTER. I think not. 
Mr. LOWENTHAL. That is to say, in this case the Union Pacific 

would haul that private car without charge? 
Mr. POTTEn. Yes. 
Mr. LOWENTHAL (continuing reading from "Exhibit No. 2117"): 
The car will move deadhead from West Yellowstone to Butte-­

Deadhead meaning without passengers in it? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL (continuing reading): 

and on arrival at Butte should move direct to Three Forks­

and so forth. 
I shall not read the balance of it, except the last sentence: 
Arrangements have already been ma::le with the Union Pacific and Southern 

Pacific for movement of the car over their lines. 

On the basis of your testimony, Mr. Potter, the Union Pacific and 
the Southern Pacific would each be drawing that private car, in which 
Mr. Brundage and family were traveling, without cost to the St. 
Paul? 

Mr. POTTER. Yes. That is right, is it not, Mr. Wilson? We did 
not pay the other roads? 

Mr. WILSON. That was true. It is not the case now. Charges are 
made now. 

Mr. LOWENTHAL. When did that change come, Mr. Wilson? 
Mr. WILSON. I do not remember; several years ago. 
Mr. LOWENTHAL. Was it after the Interstate Commerce Com­

mission had objected to what had been done in the past? . 
Mr. WILSON. I think it was. 
Mr. LOWENTHAL. Do you remember Commissioner Mahaffie made 

some very vigorous objections to the old practice? 
NIl'. WILSON. I do not know whether it was on that occasion or not, 

but it was changed. 
Mr. LOWENTHAL. It was some time during this decade, was it not? 
Mr. WILSON. Yes; within the last few years. 
Mr. POTTER. There was a tightening up in the use of private cars 

nhout that time. 
Mr. LOWENTHAL. I should like to offer for the record, Mr. Chair­

I'nnn, a copy of a letter from Mr. T. B. Hamilton to Mr. Byram, dated 
8optomber 13,1926. 

~pnll.tor  TRUMAN. It may be received. 
(Tlto hlHor referred to was marked "Exhibit No. 2118" and IS 

indlld(ld in tho appendix on p. 7152.) 
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Mr. LOWENTHAL. Do you remember, Mr. Potter, who Mr. J. H. 
Hiland was? . 

Mr. Po'rTER. I do not recall. 
Mr. LOWENTHAL. Was he in the employ of the receivers? 
Mr. POTTER. J. H. Hiland? 
Mr. LOWENTHAL. Yes. 
Mr. POTTER. I do not remember. 
Mr. LOWEwrHAL, He is referred to in this copy of a letter as a 

retired vice president. Do you know whether it was their practice to 
permit retired vice presidents of the road to have private cars or busi­
ness cars? 

Mr. POTTER. I do not know of any practice in that regard. I do not 
remember Mr. Hiland at all. 

Mr. LOWENTHAL. You do not remember whether there was any 
rule against it? 

Mr. POT'l'ER. No; I am sure there was no rule against it. 
Mr. LOWENTHAL. I should like to offer for the record, Mr. Chair­

man, a copy of a letter from Mr. Byram, as receiver, to Mr. Storey, as 
president of the Atchison, Topeka & Santa Fe Railway, dated Decem­
ber 7,1926. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2119" and 13 

included in the appendix on p. 7152.) 
Mr. LOWENTHAL (reading): 
Referring to telephone conversation with your office this morning regarding 

the movement of C. M. & St. P. official cal' "Milwaukee" occupied by Mr. Edward 
J. Brundage and family from Chicago to San Diego and return. 

By the way, Mr. Potter, did the lines of the St. Paul run to San 
Diego? 

Mr. POTTER. No. 
Mr. LOWENTHAL. The nearest point of the St. Paul lines to San 

Diego was very far distant from San Diego, was it not? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. You would have to travel all the way down the 

coast from Seattle to San Diego, Calif., or else go to the southwest, 
would you not? 

Mr. POTTER. Yes. 
lvIr. LOWEN.THAL. Over some other line. 
Mr. POTTER. Yes. 
Mr. LOWENTHAL (continuing reading from "Exhibit No. 2119"): 
Mr. Brundage would like to leave here on your train No. 21 Sunday evening, 

December 26th, and return on train No. 22 leaving San Diego 6:30 P. M., 
Wednesday, January 5th, and if you can consistently handle the car on this 
schedule it will be very much appreciated. 

Car "Milwaukee" is of all-steel construction. 
Trip pass requests covering transportation for all members of the party, the 

car and attendants, are enclosed. 

Mr. Potter, was it the practice to issue passes to attendants of the 
person who was himself entitled to a pass, in a case like this? 

Mr. POTTER. I do not recall the regulation in that regard. 
Mr. LOWENTHAL. Apparently Mr. Byram enclosed requests for 

passes for all members of the party and its attendants and the car 
itself, which covered Mr. Brundage, the Receiver, and his family. 

Mr. Chairman, I offer for the record a copy of 11 letter from Mr. 
Byram to Mr. Brundag~,  dated December 27, ] 926. 
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Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2120" and is 

included in the appendix on p. 7153.) 
Mr. LOWENTHAL (reading): 
Peninsular Occidental Steamship Company will place transportation Key West 

to Havana and return with their depot ticket agent Key West to be called for. 

Do you happen to know, Mr. Potter, whether passes on steamship 
lines were ever made available for officers or receivers of the railroad 
during the period 1925 to 1928? 

Mr. POTTER. Of the St. Paul Railroad? 
Mr. LOWENTHAL. Yes. I am just asking whether you know. 
Mr. P01'TJm. I do not know. I do not recall. 
Mr. LOWENTHAL. I offer for the record, Mr. Chairman, a copy of a 

letter from Mr Brundage to Mr. Byram, dated February 19, 1927. 
Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2121" and is 

included in the appendix on p. 7153.) 
Mr. LOWEN1'HAL (reading): 
I may want to have a car to bring the family horne from Ormond on April 4th. 

Will it be possible to have the use of one without inconveniencing others. 

Is Ormond in Florida or California? 
Mr. POTTER. Florida. 
Mr. LOWENTHAL. The St. Paul gets no nearer to Florida with its 

lines than the State of Indiana or Michigan, does it? 
Mr. PO'J"I'F,R. No. Kansas City--
Mr. LOWENTHAL. Possibly Kansas City might be nearer to Florida. 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. A man traveling from Chicago to Florida might 

go by way of Kansas City? 
Mr. POnER. He would not, ordinarily. 
Mr. LOWENTHAL. I have a copy of 11 letter that I should like to 

offer for the record, Mr. Chairman, apparently from Mr. Byram to 
the officials of various railroads, dated March 9, 1927. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2122" and is 

included in the appendix on p. 7153.) 
Mr. LOWENTHAL (reading): 
Trip-Mr. Edward J. Brundage & Family: Mr. Edward J. Brundage, one of my 

co-receivers, plans on making a trip to Ormond, Florida, and return with his family, 
using Chicago, Milwaukee & St. Paul Railway 1.'.11 steel offi.cial car"Montana", 
and if entirely consistent I shall be glad if you will arrange for movement of the 
car on the following basis-

Then it gives the details-
Requests for transportation covering the car and all members of the party over 

your respective lines are inclosed. . 

It is addressed to officers of the Illinois Central, the Atlantic Coast 
I,illc, and the R. F, & P. Railway Co. What would that be-Rich­
1l1011d, Fredericksburg & Potomac? 

Mr. POTTER. Richmond, Fredericksburg & Potomac. 
MI'. LOWENTHAL. Which would indicate that tbe trip to Ormond 

WIU;llllll<!o,not by way of Kansas City, but east and south. 
MI'. 'PO'I"I'lm. Through Washington. 
I-;cIIIII.I.01' 'l'IUlMAN. By way of the Capital City. Proceed. 



6991 6990 RAILROADS AND HOLDIKG COMPANTES RAILROADS AND HOLDING COMPANTES 

III 

III 
I 

I 

I 
II 

I 
I~ 

1!~li 

Mr. LOWENTHAL. It is addressed also to officers of the Central of 
Georgia, the Florida East COl1st, and the Baltimore & Ohio. 

I also offer for the record, Mr. Chairman, a copy of a letter to Mr. 
Downs, President of the Illinois Central, dl1ted April 19, 1927. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2123" and is in­

cluded in the appendix on p. 7154.) 
Mr. LOWENTHAl,. This is headed ulvrovement-Car Snoquftlmie." 

, Was the Snoqua.linie one of the private cars of the St. Paul road? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL (reading from "Exhibit No. 2123"): 
Mr. E. J. Brundage. one of my co-receivers. has planned a; trip to New Orleans 

inC, M. & St. P. official car Snoqllalmie, and if entirely consistent it will be appre­
ciated if you can arrange to handle the car on the following schedule-

Then the schedule-

If it can be arranged conveniently Mr. Brundage would like to have the car 
parked for occupancy at New Orleans.� 

Request for transportation covering the car and attendance is enclosed.� 

Do you know the occasion of that trip to New Orleans, Mr. Potter? 
Mr. POTTER. I do not. 
Mr. LOWENTHAL. Had you ever heard of it? 
Mr. POTTER. No. 
Mr. LOWEN'CHAL. Had you ever heard of any references to the 

party thn,t went down with Mr. Brundage on that trip? 
Mr. POTTER. No, sir. I never knew of the trip, 
Mr. LOWEN'l'HAL. Do you Imow whether Judge Wilkerson was ever 

on a trip in a private car of the company to NewOrleans? 
1fr. POTTER. I have not the slightest idea. 
Mr. LOWENTHAL. I offer for the record, Mr. Chairman, a copy of a 

letter dated June 17, 1927, from Mr. Brundage to Mr. Dietze, Cftre of 
Mr. Byram. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2124" and is in­

cluded in the appendix on p. 7154.) 
Mr. LOWENTHAL. Who was Mr. Dietze, Mr. Potter? 
Mr. POTTER. Mr. Dietze was an office assistant, perhaps in charge 

of Mr. Byram's office in Chicago. the receiver's office. He was s.ort 
of chief clerk and general factotum. 

Mr. LOWENTHAL (reading from "Exhibit No. 2124"): 
I have written to Mr. Byram asking if I might have a business car to take me 

and my family to Vancouver over the Canadian Pacific from Minneapolis. 

Minneapolis is on the line of the St. Paul road? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. Then the route from there over the Canadian 

Pacific would be through what point] do you know? 
Mr. POTTER. I do not recall. 
Mr. LOWENTHAL (continuing reading from "Exhibit No. 2124"): 
I want to be connected with the Baker tour, of which I am enclosing itinerary] 

and also a memorandum from Mr. Baker showing the train numbers and depar­
ture time from Minneapolis, Banff, and Lake Louise. 

I would like to have you get transportation for Mrs. Brundage, myself, and son 
Robert (8), on the Canadian Pacific boat, Princess Louise, to Skagway; the White 
Pass & Yukon Railroad; and if possible, the Alaska Railroad and the Alaska 
Steamship Company from Seward to Seattle on the steamship Yukon. 

Mr. Bakel' has made all of the steamboat reservations but if transportation can 
be extended it will save that much. I will talk later about the return home from 
Seattle. I mentioned to Mr. Haynes before I talked to Mr. Baker the matter 
of this trip and he had Mr. Schilling of the Passenger Department come and see 
me. I am taking it up with him on account of the business car and I would 
prefer that you would make the application for passes. 

I offer for the record, Mr. Chairman, a copy of a letter apparently 
taken from the president's file of the St. Paul] dated June 12, 1927, 
to Mr. H. W. Beatty, chairman and president of the Canadian Pacific 
Lines. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2125" and IS 

included in the appendix on p. 7155) 
Mr. LOWENTHAL (reading): 
One of my co-receivers, Mr. Edward J. Brundage, has made plans for a trip to 

Alaska with Mrs. Brundage and their sonH.obert. 

This was not written by you, Mr. Potter? 
Mr. POTTEll. No. 
Mr. LOWENTHAL. So it must have been written cy Mr. Byram. 

He was the only other receiver. (Continuing reading from "Exhibit 
No. 2125"): . 

They will make the Grand Circle Tour, of the Baker Tours, leaving Chica~o  on 
July 30th. Mr. Brundage will have one of our all steel business cars and will use 
our line to Minneapolis, joinin~  the party at that point. 
. I have written to Mr, Jaffrey-

Is he connected with the Soo Line? 
Mr. POTTER, Yes; he was then president. 
Mr. LOWENTHAL (continuing reading): 
I have written to Mr. Jaffrey in regard to handling the car on their train No. 12 

leaving Minneapolis at 12:25 P. M., Sunday, July 31st, and would like to inquire 
if it will be consistent for you to handle the car through to Banff on that tra:in. 

The Sao Line is connected with the Canadian road, is it? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. That is, the Sao Line is a subsidiary; or IS 

affiliated with the Canadian road? 
Mr. PO'CTER: I have forgotten. 
Senator TRUMAN. Mr. Potter, was Mr. Brundage paid a salary 

while he was a receiver of the Milwl1ukee road? 
Mr. POTTER. He received a monthly payment. 
Senator TRUMAN. How much was that payment? 
Mr. POTTER. $4,000 a month. 
Mr. LOWENTHAL. Mr. Brundage received $4,000 a month during 

Lbe receivership? -
Mr. POTTER. Yes. 
Mr. LOWENTHAL. And at the close of the receivership, which ran

rOl' some 2 years and 9 months, Mr. Brundage received an additional 
(lltyment? 

Mr. POTTER. Of $100,000. 
Mr. LOWENTHAL. How much? 
l'vfr. PO'f'l'ER. $100]000. I received the same monthly payment 

Jl,lld (,he l'ame allowance at the end. 
HOIIIl,(,OI' TRUMAN. It is apparent, though, that you did not do quite 

1I,1'l .11\1(:11 Lmvoling as Mr. Brundage. You must have been busy 
I'tlllning' (,bo milroUon while he was traveling around. 
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Mr. POTTER. He will come to some traveling that I enjoyed. 
Senator TRUMAN. I believe I would like to be a receiver for one of 

these big railroads. It is a very lucrative and pleasant job. Proceed. 
Mr. POTTER. There are pleasant aspects. 
Mr. LOWENTHAL. I should like to offer for the record, Mr. Chair­

man, a copy of a letter from Mr. Byram to Mr. Smith, General 
Manager of the Alaska Railroad, at Anchorage, Alaska, dated June 
20,1927. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2126" and is in­

cluded in the appendix on p. 7155.) 
Mr. LOWEN1'HAL. This is headed "Transportation." In the rail­

road world "transportation" sometimes means passes, Mr. Potter? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. It sometimes means passes. 
Mr. POTTER. Passes always mean transportation. 
Mr. LOWENTHAL. And transportation sometimes means passes. 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. This was headed "Transportation" [reading from 

"Exhibit No. 2126"1: 
One of my Co-receivers, Mr. Edward J. Brundage, has made plans for a trip 

to Alaska with Mrs. Brundage and their son Robert. They will make the Grand 
Circle Tour, of the Baker Tours, leaving Chicago on July 30th. 

The party will arrive at Skagway on the morning of August 10th. The itinerary 
includes a trip over the Alaska Railroad and I would like to inquire if it would be 
consistent to provide Mr. Brundage with transportation for himself, Mrs. Brun­
dage, and son Robert (8). 

I offer for the record, Mr. Chairman, a copy of a letter from Mr. 
Byram to Mr. Elliott, President of the White Pass & Yukon Railroad, 
with offices at Chicago. The letter is dated June 20, 1927. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2127" and IS 

included in the appendix on p. 7155.) 
Mr. LOWENTHAL. This closes with a similar inquiry to that in tho 

letter just referred to [reading]: 
I would like to inquire if it would be consistent to provide Mr. Brundage with 
transportation for himself, Mrs. Brundage, and son Robert (8). 

Mr. Chairman, I should next like to offer a copy of a letter from 
Mr. Elliott to Mr. Byram, dated June 21, 1927. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2128" and is 

included in the appendix on p. 7156.) 
Mr. LOWENTHAL. Mr. Elliott says, "we enclose herewith trip passes 

covering; the railway and steamboat lines operated by us, over which 
they will travel in making the circle tour." 

Meaning Mr. Brundage, ",-ife, and son. 
Senator TRUMAN. Mr. Potter, did Mr. Byram travel around this 

way too? 
Mr. POTTER. Mr. Byram made some trips, I have no doubt, when 

he used a private car. I do not know to what extent. 
Senator TRUMAN. Proceed. 
Mr. LOWENTHAL. Mr. Chairman, I should like to offer for the 

record a copy of a memorandum or letter, apparently, to Mr. Byram, 
signed with the initials "W. A. D." 

Senator TRUMAN. It mfty be received. 

(The memorandum referred to was marked "Exhibit No. 2129" and 
is included in the appendix on p. 7156.)

Mr. LOWENTHAL. "W. A. D." was Mr. Dietze, Mr. Potter? 
Mr. POTTER. I do not know. 
Mr. LOWENTHAL. Mr. Wilson, who is "W. A. D." Dietze?� 
Mr. WILSON. Mr. Byram's secretary and chief clerk.� 
Mr. LOWENTHAL. Are "W. A. D." the initials of Mr. Dietze?� 
Mr. WILSON I do not know. 
Mr. LOWENTHAL. This is dated July 16, 1927, to Mr. Byram [read­

ing from "Exhibit No. 2129'']: 
The "Wisconsin"­

That was one of the private cars? 
Mr. POTTER. Yes.� 
Mr. LOWENTHAL (continuing reading)� 
The "Wisconsin" is available for the trip west. Rather than hold the car on� 

the Coast during the three weeks Mr. Brundap;e is in Alaska, shall I have it� 
returned deadhead and line up the "St. Paul" for the return trip from Seattle?� 

The "St. Pa.ul" was also one of the private cars?� 
Mr. PO'l'TER. I do not remember.� 
Mr. LOWENTHAL. This was in July 1927. Do you recall the private� 

car "St. Paul"?� 
Mr. POT1'ER. I do not remember. 
Mr. LOWENTHAL. Do you remember, Mr. Wilson, whether there� 

was a pri vate car named the "St. Paul"?� 
Mr. WILSON. There was one named "Milwaukee."� 
Mr. P01'TER. There was the "Milwaukee", the "Montana", the� 

"Snoqualmie", and the "Wisconsin." I remember them. I do not� 
remember the "St. Paul."� 

Mr. LOWENTHAL. Mr. Chairman, I should like to offer for the record� 
a copy of a letter dated December 15, 1926-01' perhaps it is a memo­�
randum-addressed to the presidents or vice presidents and other offi­�
cers of various railroads-the C. C. C. & St. L., the Southern Rail­�
way, the Central of Georgia, the Atlantic Coast Line, the Florida� 
East Coast Line, the Louisville & Nashville, the Nashville, Chatta­�
nooga & St. Louis, and the Chicago & Eastern Illinois.� 

Senator TRUMAN. It may be received. 
(The memorandum referred to was marked "Exhibit No. 2130" and� 

is included in the appendix on p. 7156.)� 
Mr. LOWENTHAL (reading):� 
This is to confirm my telegram of even date and telephone conversation with� 

Mr. Powell's office regarding the movement of C. M. & St. P. Railway official� 
car "Milwaukee" occupied by Mr. and Mrs. Edward J. Brundage, Maid (Nancy� 
Swanson), sons Edward J., Jr. (11 Yr.), Robert V. (7), daughter Margaret G� 
(9 yrs.), and Nurse (Alice Survais), on the following schedule:� 

Then follows a detailed schedule.� 
Is the Central of Georgia in receivership'?� 
Mr. POTTER. I do not know. I think it is now.� 
Mr. LOWENTHAL. Do you know, Mr. Ecker?� 
Mr. ECKER. It is my impression that it is.� 
Mr. LOWENTHAL. The Florida Ea.st Coast is in receivership?� 
M.1'. ECKER. Yes. 
1\1 1'. LOWENTHAL. The Chicago & Eastern Illinois is in receivership. 
MI'. 1~~CKl'm. Yes. 

________ __.J 
111!!~a_lI!Ll't,  III 11l 
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Mr. LOWENTHAL. The transportation charges on that car might 

have been a little helpful to th03e roads that were later to go into 
receivership. 

I offer for the record, Mr. Chairman, a copy of a letter from Mr. 
Byram to Mr. Ea.rling, Western Representative-that was western 
representative of the receivers during receivership? 

Mr. POTTEH. Yes. 
Mr. LOWENTHAL. This letter is dated July 29, 1927. 
Senator TRUMAN. It may be received. 
(The lE'tter referred to was marked "Exhibit No. 2131" and is 

included in the appendix on p. 7157.) 
Mr. LOWENTHAL. Mr. Earling is the son of Olle of the previous 

presidents of the St. Paul? 
Mr. POTTER. A brother, I think. 
Mr. LOWENTHAL. Is that your recollection, Mr. Ecker? 
Mr. ECKER. That is my impres~ion. . 
Mr. LOWENTHAL. The brother of a previous and deceased president 

of the St. Paul. 
Mr. POTTER. A. E. Earling was the former president. 
Mr. LOWENTHAL. I shall not trouble to read that, Mr. Chairman. 
M1'. Chairman, I offer for the record a copy of a letter from Mr. 

Byram to Mr. Brundage, dated November 28, 1927, headed "Trans­
portation" . 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2132" and is 

ineluded in the appendix on p. 7158.) 
Mr. LOWENTHAL (reading): 
Replying (0 your letter of November 28th­

They were in the same city, were they not? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL (continuing reading'): 
I shall be glad to arran&~  for a car for your family to use on the trip to Florida 

between Christmas and New Years if you will kindly advise me in advance 
when they wish to leave Chicago. 

That is headed "Transportation". That would refer to passes? 
Mr. POTTER. Yes. 
M1'. LOWENTHAL. Mr. Chairman, I offer for the record a copy of a 

letter from Mr. Brundage to Mr. Dietze, dated December 2, 1927. 
Sena.tor TRUMAN. It may be received. 
(The letter referred to was marked "Exlnbit No. 2133" and is 

included in the appendix on p. 7158.) 
Mr. LOWENTHAL. This letter reads: 
Since speaking to Mr. Byram about the car we have changed our plans; instead 

of going south, Mrs. Brundage is going to Europe. 
If it is possible, without any inconvenience, would like th~  car to leave Chicago 

the forepart of January in time to catch steamer sailing from New York the after­
noon or night of January 7th. Would like to have the car taken to Washington 
where I can leave the two children who are attending school there, and thence 
home. 

Senator TRUMAN. VVh:at was Mr. Brundage's business before he 
became receiver for the Chicago, Milwaukee & St. Paul? 

Mr. POTTER. Practicing law. 
Senator TRUMAN. I thought he might be a traveling salesman. 

[Laughter.] 

Mr. LOWENTHAL. Mr. Chairman, I offer for the record a copy of a 
letter from Mr. Brundage to Mr. Dietze, dated December 8, 1927. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2134" and is 

.included in the appendix on p. 7159.) 
Mr. LOWENTHAL (reading): 
Referring to your memorandum of the proposed itinerary for the eastern trip. 

I think the schedule will have to be set back a day as the Rteamer "France" 
'upon which Mrs. Brundage is sailing leaves at 1 a. m. January 7th. Consequently 
it will be necessary to be in New York the day before. 

My sister, Mrs. Margaret Freisinger, is going to accompany us and I ask that 
.you be kind enough to have transportation issued to her to cover the round trip, 
that is, Chicago, New York, Washington, and return. 

Senator THUMAN. His sisters and his cousins and his a.unts all 
made usc of this transportation. I think that is rather disgraceful 
I cannot approve of that at all. This road was in receivership. 

Mr. LOWENTHAL. Mr. Chairman, I offer for the record a copy of a 
telegram from Mr. Earling, the western representative, Mr. Potter-­

Mr. POTTER. Yes. 
Mr. LOWENTHAL. To Mr. O'Brien, at Portland, dated August 24, 

1927. 
Senator TRUMAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2135" and is 

included in the appendix on p. 7159.) 
M1'. LOWENTHAL. Who was Mr. O'Brien, do you know? 
Mr. POTTER. I do not remember. 
Mr. LOWENTHAL. Mr. J. P. O'Brien. Do you know, Mr. Wilson? 
Mr. WILSON. No. 
Mr. LOWENTHAL. At Portland. The telegram reads as follows 

I[reading from "Exhibit No. 2135"]: 
If convenient to handle will you please arrange for movement' of cars "Mil­

waukee" and "LoemiB" with Mr. Byram and party, on your train No. 583 leaving 
Tacoma tomorrow, Thursday night, for Portland, returning from Portland on 
your train No. 564 Friday night for Seattle. Please answer. A-211. 

Senator TRUMAN. Has the Interstate Commerce Commission ever 
passed on this exa,ggerated use of private ca,rs? 

Mr. LOWENTHAL. There were some suggestions by the Commission 
·on the subject in this decade, and we hope to produce some material 
Cor the record on that, Mr. Chairman. 

This was to someone connected with the Oregon- Washington Rail­
way & Navigation Co. . 

Mr. POTTER. I think, to answer your question, Senator, that the 

Mr. LOWENTHAL. There are some loopholes, Mr. Potter. 

Commission dealt with it very critically. . 
Senator TRUMAN. Has it been substantially stopped? Do they 

HIm carryon this practice? 
Mr. POTTER. I think it has been completely stopped. 
Hnrrator TRUMAN. 1 hope it has. 

I think 
WCI will have some evidence on that, perhaps this afternoon. 

M·r. POTTER. I see. . ... 
M ... LOWENTHAL. I offer for the record, Mr. Chairman, in response 

~I  Mr. Potter's comment of a few minutes ago, '<)' copy .ofa memo­
ILllclulII honded "Receiver's File No. 541.21, Company wire 7/12/26, 
I :()()." This is fiddressed to "J. J. F. Davenport" and o.ther people 
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at Savannah, Ottumwa, and Kansas City, and initialed at the foot,
"J. L. B." 

Senator TRUMAN. It may be received. 
(The memorandum referred to was marked "Exhibit No. 2136" and 

is included in the appendix on p. 7159.)� 
Mr. LOWENTHAL (reading):� 
Ill. No. 25 from here tonight will have business Car Milwaukee next ahead of 

the coaches with Mr. Potter and party for Kansas City to move Kansas City to 
Chicago returnin~  on No. 26 ahead of the coaches tomorrow P. M. arrange
Answer MW 6422. 

Mr. POTTER. I am not certain, but I think that was in connection 
with receivership business. 

Mr. LOWENTHAL. You think so? 
Mr. PO'TTER. I think so. I am not certain about that. 
Senator TnuMAN. I am not quarreling with any trips that had to 

be made by the receivers or any other officials of the road on official 
business, but when you see all these other trips being made at the 
expense of a road in receivership; certainly I cannot approve of it. 

Mr. LOWENTHAL. I offer for the record a copy of a letter to Mr. 
Byram from Mr. Potter, "per F. Kerster."� 

Who is Mr. Kerster, Mr. Potter?� 
Mr. POTTER. I do not recall that name.� 
Mr. LOWENTHAL. "Per F. Kerster", dated August 10, 1927.� 
Mr. POTTER. Is that from New York?� 
Mr. LOWENTHAL. From New York.� 
Senator TRUMAN. It may be received.� 
(The letter referred to was marked "Exhibit No. 2137" and is in­

cluded in the appendi:'i: on p. 7159.) 
Mr. LOWENTHAL (reading): 
Mrs. Potter and I are now planning to leave Buffalo on next Wednesday to go 

with Commissioner Aitchison and his wife to Duluth over the Great Lakes. The 
Aitchisons will return by boat from Duluth. 

That was not a trip on a railroad, was it, Mr. Potter? That trip 
from Buffalo to Duluth over the Great Lakes was by boat, was it not? 

Mr. POTTER. Was that trip taken'? 
Mr. LOWENTHAL. I do not know. Perhaps some of the further 

correspondence will show. 
Mr. POTTER. I think not. 
Mr. LOWENTHAL. In any event, such a trip would be by boat. 
Mr. POTTER. Yes. 
Mr. LOWENTHAL (reading): 
The Aitchisons will return by boat from Duluth. 

Mr. POTTER. Yes. 
Mr. LOWENTHAL. In fairness to Commissioner Aitchison, it should 

appear that they were not traveling on any railway passes or anything
of the kind. 

Mr. POTTER. That is right. I do not think that trip ever took 
place. 

Mr. LOWENTHAL (continuing reading from "Exhibit No. 2137"): 
Mrs. Potter and I hope to go on to the West. I have not as yet decided how 

we will go. We might like to go out over the Great Northern so as to stop at 
Glacier Park and come back over the St. Paul. Mr. and Mrs. Arthur G. Mever 
of this city,' a.nd a cousin of mine, Mrs. Herbert M. Kin!!:, and ~  cousin of Mm. 
Potter, Miss May B. McCann, mny meet us at Duluth IIl1d IlI1\.1w th'l trip W(,fjt
with 1IS. Of comse, tlJ(~R<;  four will plly fllre. 
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You were kind enough to say that you eould arrange to have a comfortable ear 
for our use. I shall probably want the ear to meet me at Duluth or St. Paul. 
Perhaps, it could be arranged so that my four guests can occupy the car from 
Chicago to the place where they are to meet me. 

That is to say, they would be traveling in the St. Paul Railway's 
private car by themselves, and they would meet you when you landed 
from the boat? 

Mr. POT'TER. That was apparently in contemplation when that 
letter was written. What happened was this: The plans were changed 
and the party left Chicago in the private car-the party composed 
of Mrs. Potter, Mrs. King, Mr. and Mrs. Meyer, and myself. This 
may be as good a time as any to tell you about that trip, and where 
we went. Would you like to have it? 

Mr. LOWENTHAL. If you wish to put it on the record. 
Mr. POTTER. We went from Chicago to Minneapolis or St. Paul 

and spent a day there, and then went out over the Milwaukee road 
to the Milwaukee entrance to Yellowstone Parle We left the car 
there and spent a couple of days in the park, and in the meantime 
the car was taken around to the west entrance-I don't recall the 
name, Mr. Wilson. 

Mr. WILSON. West Yellowstone. 
Mr. POTTER. West Yellowstone. There we took the car and went 

to Salt Lake City, where we spent a day, and from there we went 
down over the Los Angeles & Salt Lake-now Union Pacific prop­
erty-to Los Angeles, and I think we went on to San Diego. From 
San Di.ego we went north to Seattle. At Seattle we took the boat 
to Vancouver, had the car sent to Vancouver, where we picked it up 
again, and came back again through Banff, Lake Louife, and Winnipeg, 
and down to St. Paul, where we left the car. I think that was the 
<mly trip I ever took in the private car for personal convenience or 
pleasure. 

Mr. LOWENTHAL. Mr. Potter, your letter refers to Hynes, Was 
he the private car steward? 

Mr. WILSON. He is a stenographer, Mr. Lowenthal-Mr, Byram's 
stenographer. 

Mr. LOWENTHAL. I offer for the record, Mr. Chairman, a copy of a 
letter to Mr. Potter, dated August 12, I think it is, 1927, which I 
shall not bother to read. 

Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2138" and is 

included in the appendix on p. 7160.) 
NIr. LOWENTHAL. I also offer, Mr. Chairman, a copy of a telegram 

to Mr. Byram, for Mr. Potter, dated August 12, 1927, apparently on 
the same subject. This copy is rather illegible. 

Senator TRUMAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2139" and is 

inelnded in the appendix on p. 7160.) 
NIr. LOWENTHAL. I also offer for the record, Mr. Chairman, a 

<~opy of a telegram dated August 29, 1927, from Mr. Byram, to the 
PJ'(\1'id(mt of the Canadian Pacific Railway. 

Hnllator TRUMAN. It may be received. 
(Tho telegram referred to was marked "Exhibit No. 2140" and is 

inrilldnd ill tho appendix on p. 7160.) 
Jv11'. Low I':WI'IIAJ,. I also o{i'or, Mr. Chairman, a copy of a letter 

l'tIlll I.It(l dli(ll' OIHII'II,Ling' ollienl' of (,}}(\ HL. Plllll, clnj,(lcl. Reptomhor 9, 
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1925. to Mr. Potter. This was some time before the trip with the' 
family that you were discussing a moment ago. 

Senator TRUMAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2141" and is 

included in the appendix on p. 7161.)� 
Mr. LOWENTHAL. This letter reads:� 
I am plannin~  to start you out of here on No. 17 at 8:15 a. m. the morning of 

Sunday the 13th for Mobr:dge on your hunting trip. 

That was a few months after the beginning of the receivership.� 
Mr. POTTER. Would you mind reading that again? That gets me.� 
(Mr. Lowenthal handed a paper to Mr. Potter.)� 
Mr. POTTEn. I never went to Mobridge on a hunting trip.� 
Mr. LOWENTHAL. Was there no trip, or was there some other� 

place? As to the other trip, you were not sure about your exact
plans. 

Mr. POTTER. This is a complete enigma. Greer, chief operating 
officer, September 25-1 have no recollection of any such trip. I 
cannot imagine why I would have gone to Mobridge, and I do not do 
much hunting. I just canllot account for that letter at all. Perhaps 
my memory is defective. 

Mr. LOWENTHAL. I also offer for the record a copy of a memo­
randum, apparently, from Montreal, signed "Grant Hall," to Mr. 
Byram, dated August 30, 1927. 

Senator TRUMAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2142" an(! IS 

included in the appendix on p. 7161.) 
Mr. LOWENTHAL. I also offer a copy of a letter from Mr. Byram 

to Mr. Brundage, dated September 7, 1927. 
Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2143" and is 

included in the appendix on p. 7161.)� 
Mr. LOWENTHAL. I offer a copy of a memorandum from Mr.� 

Dietze to Mr. Gillick, dated September 22, 1927. 
Senator TRUMAN. It may be received. 
(The memorandum referred to was marked "Exhibit No. 2144" 

and is included in the appendix on p. 7161.)� 
Mr. LOWENTHAL. I offer for the record a copy of a memorandum� 

from Mr. Greengard, at Seattle, to Mr. Dietze, dated September 10,�
1927.� 

Senator TRUMAN. It may be received.� 
(The memorandum referred to was marked "Exhibit No. 2145"� 

and is included in the appendix on p. 7162.) 
Mr. LOWENTHAL. I wish to read this, Mr. Chairman. 
Referring to attached regarding pass issued by the Union Pacific to W. W. 

Colpitts and wife, from Seattle to Portland, at our request: 
We obtained this pass from. the Union Pacific at the verbal request of Mr. 

Byram, and will be glad if you will arrange for confirming request from the Pere
Marquette Railroad. 

Will you please return attached papers, advising. 

Mr. Colpitts was hot then a director of the St. Paul, so far as you
can remember, Mr. Potter? 

Mr. POTTER. When was that? 
Mr. LOWENTHAL. September 10, 1927. 
Mr. POTTER. He could not have been. 

Mr. LOWENTHAL. That was about 3 or 4 months before the new 
company took over the property in reorganization. 

Mr. POTTER. Yes. 
Mr. LOWENTHAL. But apparently there had been a request by Mr. 

Byram, one of the coreceivers of the St. Paul, to get Mr. Colpitts a 
[lass over another railroad. 

Mr. POTTER. To where? 
Mr. LOWENTHAL. From Seattle to Portland, over the Union Pacific. 

He had, however, 2 years earlier been employed as consulting engineer 
to advise the St. Paul Co. 

Mr. POTTER. That was what was in my mind. My conjecture 
would be that we wanted him to go out there for some reason, and the 
convenient route for him to take was that route. That would be 
my conjecture. 

Mr. LOWENTHAL. You say you conjecture that. Did you know 
anything about it? 

Mr. POTTER. No; but he would not have asked for transportation 
unless he had become entitled to it, because of some employment 
he was under at the time. 

Mr. LOWENTHAL. Was he working for the receivers in September 
1927'? 

Mr. POTTER. I do not recall; but it may well be that there was a 
matter that we wanted him to look into. I do not remember anything 
about it. 

Mr. LOWEN1'HAL. Mr. Potter, was he working for the receivers or 
for the Ecker committee, or for somebody else, or did he go out on a 
business trip at all in September 1927? 

Mr. POTTER. I do not know; but he certainly did not ask us to get 
him transportation unless he went out there on receivership business. 
I will bet my life on that. 

Mr. LOWENTHAL. I offer for the record, Mr. Chairman-we tried 
to get Mr. Colpitts here, as I said, but he was tied up with a directors' 
meeting in Louisiana that was to run all week during the week of these 
hearings. 

Mr. POTTER. He can explain that. 
Mr. LOWENTHAL. I offer for the record a copy of a letter from Mr. 

Powers to Mr. Byram, dated October 26, it seems to be, 1927. 
Senator TRUMAN. It may be received. 
(The letter referred to was marked "Exhibit No. 2146" and is 

included in the appendix on p. 7162.) 
Mr. LOWENTHAL. I offer also, 1\11'. Chairman, a copy of a telegram 

from Mr. Scandrett to Mr. Byram, dated July 9, 1928. 
Senator TRUMAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2147" and is 

included in the appendix on p. 7162.) 
Mr. LOWENTHAL. That was after the receivership and when the 

company had been reorganized. 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. It is a cable to Mr. Byram, at the Hotel D'Iena,. 

Paris. [Reading from "Exhibit No. 2147":) 
What day will you wish car New York? 

1 olror for the record, Mr. Chairman, a copy of a Western Union 
tologmJll datod .July 17, from lVfr. Scandrett to Mr. Byram, at 5Z 
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Wall Street, New York. Is that the fiscal office of the St. Paul in 
New York? 

Mr. POTTER. Yes. 
SenatorTRm'IAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2148" and is 

included in the appendix on p. 7162.) 
Mr. LOWENTHAL (reading): 
Welcome home. I cahled you tenth asking when you wouln want car in New 

York but as I received no reply have not. sent it assuming you will wish to return 
Friday or Saturday. Sparrow and I will bring car Milwaukee to New York-

Sparrow was the vice president in charge of finances for the road? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. By the way, :Mr. Potter, do you rem em bel' 

whether Mr. Joshua Greene, of Seattle, attended many of the meetings 
{)f the board of directors of the St. Paul? . 

Mr. POTTER. Yes; I remember. He did not attend a great many 
meetings. Perhaps he attended a meeting once in 3 months. 

Mr. LOWENTHAL. Do you think as often l:lS that? 
Mr. POTTER. Well, I would think so. Perhaps not; perhaps once in 

4 months, or 5 months. I do not know. 
Mr. LOWENTHAL. I offer for the record, Mr. Chairman, a copy of a 

<:ommunication from Mr. Earling-he was the western representative? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. To Mr. Scandrett, dated October 20, 1928. 
Senator TRUMAN. .It may be received. 
(The communication referred to was marked "Exhibit No. 2149" 

and is included in the appendix on p. 7162.) 
Mr. LOWENTHAL (reading): 
Mr. Greene left Seattle last night going to Bonilla, S. D., on his hunting trip with 

<lar Snoqualmie. 

That was one of the private cars? 
Mr. POTTER. Yes. 
Mr. LOWENTHAL. Mr. Greene was a director of the road in October 

1928? 
Mr. POTTER. Yes. I should like to say a word about Mr. Greene, 

Senator. 
Senator TRUMAN. All right. 
Mr. POTTER. When the matter of selecting the directors was up, 

I recall a conference with someone-I do not know-it may have been 
Mr. Ecker; it may have been Mr. Hanauer; probably Mr. Hanauer 
was present. Perhaps it was at a luncheon, where we frequently met 
at the Mid-Day Club. The question came up as to the directors, and 
either Mr. Hanauer or I suggested that it would be desirable to have 
a representative man of fine standing out on the coast, and something 
prompted me to select Mr. Greene, and Mr. Greene was accepted after 
some inquiry. I recommended Mr. Greene because he was a man of 
the highest type, and enjoyed the highest possible standing on the 
coast. He was a banker, a wealthy man, the owner of a very large 
building there, and I believed, and still believe, that it was highly 
desirable for the Milwaukee to have such a man. I always felt that 
Mr. Greene's .indirect assistance in keeping us in a good atmosphere 
on the coast, making friendships and keeping his eye open, would be 
of greater service to us than any attcncln.nr.o Ht II. hoard lIlecting. JIn 
WI\H Hot HH ll..(·t.ivo II.R tho 1'lIHf: of IIi'! HI. bOHI'<! IIH\l\l.illgH, hilt. 11(\ l'lIlI<!(\J'(\<! 
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very valuable service to us. He was alert and watchful and always 
pushing for business and getting business for us-a fine western 
representative. 

Mr. LOWENTHAL. In connection with the Commission investigation 
of the St. Paul receivership m 1925 and 1926, I have a vague recollection 
that there was some comment by one of the tJersons connected with 
that investigation, or perhaps in the CommIssion's report on that 
investigation, as to why it was necessary for the wealthy man to get 
the passes ancl the private cars instead of paying when such facilities 
were used by him. You refer to the fact that Mr. Greene was a banker 
and a wealthy man. 

Mr. POT'l'Ji:R. I do not attach importance to that, except that it 
was evidence of his standing in the community. There was no 
reason why a wealthy man should be given passes, of course, any 
more than anyone else; but the practice that was followed at that 
time was in a.ccordance with the general custom, be that custom good 
or bad. I think that the M.ilwaukee road extended courtesies to 
other roads far in excess of the courtesies extended by other roads 
to the Milwaukee. 

M.r. LOWENTHAL. You mean the directors of other roads moving 
in private cars, and so forth? 

M.r. POTTER. I do not know about the directors so much, but 
officials. I would suggest this, in response to your criticism, Senator. 
I have very serious doubt whether that trip that I took to the coast, 
on whir.h t.here were three passengers that paid full fare, was an 
abuse of the other roads or reduced their net income. I am inclined 
to think tha t the fares which they received for those passengers 
paid the extra expense of hauling that car, hauled, as it was, in a 
regular train, by the crew that was employed otherwise. There was 
no cost except the coal consumed by the canier and the oil and grease 
if there was a hot-box. 

Mr. LOWENTHAL. How ma.ny persons traveling in that car paid 
fare? 

M.r. P01"l'ER. Three. 
M.r. LOWENTHAL. And there was yourself besides. 
M.r. POTTER. And Mrs. Potter. 
M.r. LOWEN1'HAL. Yon were on a pass, as a director. 
Mr. POTTE.R. Yes. There were four on the way back that paid 

fare. 
Mr. LOWENTHAL. Do you think, Mr. Potter, that the ordinary 

public traveling in Pullmans, if they wanted to travel four to a car, 
would be permitted to do so, in case the company carrying that car 
had other passengers who wanted to travel? 

Mr. POTTER. I ",rill have to ask you to repeat that question. 
Mr. LOWENTHAL. Let me put it this way. Suppose four ordinary 

individuals offered to pay Pullman rates provided they got a car all 
1,0 themselves. Would any railroad in the country permit them to 
do that? 

Mr. POTTER. It could not under the regulations, which require 
1,lInt 25 fn.res be paid under those circumstances. 

M./'. LOWENTHAL. Jf it is not a losing proposition, or if it is profitable, 
why wOllld not the railroads do that? 

1\·11'. I'()',"nm. I do not know why. That is the regulation. I would 
lin illl.(lmH(,n<! (,0 1111\'(\ Rome tra.nsportation man figure it out. I still 
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say that I am inclined to think that the fare for four passengers, at 
the regular rates for hauling a car, took care of the extra out-or-pocket
expenses of the road hauling them. 

Senator TRUMAN. I still say, Mr. Potter, that receivers receiving 
$4,000 a month and a bonus at the end of that time of $100,000 
would have been much better employed than in using the trans­
portation facilities of the Milwaukee Railroad for pleasure.

Mr. POTTER. Perhaps that is so. 
Senator TRUMAN. Proceed. 
Mr. LOWENTHAL. Mr. Chairman, the exhibit introduced with re­

spect to Mr. Greene's hunting trip relates to a period subsequent 
to the receivership, when the road had been reorganized and was out 
to make good as a reorganized road. Subsequent exhibits to be 
introduced relate also to that post-reorganization period and indicate 
how recently in railroad history and the history of the St. Paul, 
private cars were used in this way. 

I offer for the record a letter from Mr. Hamilton, of the Pennsyl­
vania Railroad, to Mr, Scandrett, of the St. Paul, with respect to a 
private car for Mr. and Mrs. Byram and daughter. 

Senator TRUMAN. It may be received. . 
(The letter referred to was marked "Exhibit No. 2150" and is 

included in the appendix on p. 7163.) 
Mr. LOWENTHAL. I offer also a copy of a wire from Mr. Dietze 

to Mr. Scandrett in Washington, dated May 2, 1929, relating to a 
trip of Mrs. Potter and three guests going to Kansas City. 

Senator TRUMAN. It may be received. 
(The telegram referred to was marked "Exhibit No. 2151" and is 

included in the appendix on p. 7163.) 
Mr. LOWENTHAL. I should like to offer, Mr. Chairman, the balance 

of this batch of letters, in view of the fact that you have to hurry 
away, and we will furnish copies to counsel for the company. May
these be received? 

Senator TRUMAN. They may be received, and anybody who wants 
copies of them can have them. If there is any correction to the record 
by anybody who has been mentioned today or in the past, as I have 
always said, the record is open for that purpose. 

(The documents referred to were marked "Exhibits Nos. 2152 to 
2166" and are included in the appendi"{ on pp. 7163-7167.) 

Senator TRUMAN. The committee will now take a recess until 
10 o'clock tomorrow, and I am serving notice that with conditions as 
they are developing in the Senate now, there will be no session after 
1 o'clock tomorrow. We will meet in this room. 

(Whereu:pon, at 4 p. m., an adjournment was taken until the follow­
ing day, Fnday, Dec. 10, 1937, at 10 a. m.) 

APPENDIX 

EXHIBIT No. 1887� 

Direclol'ships of Jerome J. Hanauer from 1933 to December 6, 1937� 

[As givcn in Poor's Register o[ Dircctors [or the ycars 1933 to 1937, inclusive]� 

1933 1 1934 I 1935 I 1936 1 lQ37 

--------------------1--'--'--,--,-­
American Sealcon~  Corporation..• . .. .___________________ X X X 
Hudson & Manhattan [(ailroad Company .. X X X X X 
Illinois Central Hailroad Company . ... X X X 
Indiana & Winois Coni Corporation .. X X X X X 
MeIican Central Hailways Company, Ltd __ .. X X X X X 
Mexican National Constrnction Company .. X X X X X 
Mid-Continent P~trolcum  Corporation. .. X X X X X 
National Hailways of MeIico_.. . ._____ X X X X X 
National Railroad Company o[ Mcxico .____________________ X X X X X 
,Sealed Containers Corporation_ .. ........ . _..... X X X 
WestinJ(house Acceptant.., Corporation .. . . __._____ X X X X X 
WestinJ(house Elcctric Intcrnational Co .. __ .. X X X X X 
WestinJ(house Electric & Manu[acturing Co__ .. X X X X X 
Yazoo & Mississippi Valley Railroad Co________________________________ X X X X X 

EXliIBIT No. 1888 

[Copy o[ photostat taken [rom Trcasury Department File-C. M. & St. P. Hy_ Co. (Scc. 2lOl1 

TREASURY DEPARTMENT, 
Washington, March 16, 1926 

Assistant Secretary-For the Files: 
On Saturday, March 14, 1925, I had a conference with Mr. Carl DeGersdortl' 

-of the firm of Gravath, Henderson and DeGersdorff, relative to the situation of 
the Chicago, Milwaukee and St. Paul Railroad. Mr. DeGersdorff's firm repre­
sents Kuhn, Loeb & Company. Mr. Guy Cary of the firm of Sherman and 
Sterling represents the National City Bank. Apparently these two lawyers are 
taking an active part in considering all problems relating to the Milwaukee road. 

Mr. DeGersdorff presented certain financial data in accordance with the request 
in my letter of March 10, 1925, which is attached hereto. Mr. DeGersdorff 
stated that the possibility of a voluntary reorganization along the lines suggested 
by Mr. Mitchell in his talk with Secretary Mellon seemed out of the question 
because of the great variety of creditors. I asked for a balance sheet and he 
did not have it. I asked what floating debt there was in the banks and he seemed 
to think that there is none. He stated, however, that the management of the 
f'oad had been asked how many vouchers payable were outstanding and that the 
first figure given had been something over a million dollars, but upon further 
iuvestigation it was found that this was nearer eight million. I asked if these 
w(~re  of the kind of a claim which would be given priority in a receivership, and 
htl Altid that he presumed that they all came within the six months' rule. 

1 had asked Mr. DeGersdorff in the morning on the telephone who were to be 
Itll receivers. He stated that Mr. Byram would be one of the receivers and that 

Ltll~'y  hfld given careful consideration to the appointment of a second receiver. 
'l'lwy determined that there should be a second receiver and practically made 
Il}l tltllir minds that Mr. Mark Potter, who had just resigned from the Interstate 
,IUllllIIOrce Commission, would be an appropriate appointment. Mr. Potter is 

II IllWYI)l' bllt very well known in railroad circles. Mr. DeGersdorff asked if the 
'J'I'fl,vllIry would approve of this appointment. I agreed to speak to Secretary 
MlllJun ILbont it Monday morning and have done so just before writing this 
1IIlIlIIJl'ILfllllllll, lLnd Mr. Mellon has no objections to offer. 
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Mr. DeGersdorff stated that the Board of Directors would meet on Tuesday 
or Wednesday of this week; that they had a considerable interest payment coming 
due at the end of this month on a bond issue-something over $1,000,000; that 
the money was not in hand and that the situation might be forced by this small 
payment now rather than forced by the large maturities of June 1. Apparently, 
with this in mind, every preparation is being made. Preparations are being 
made to form Bond Holders' Committees, and my impression was that the plan
tOfo into receivership was as definite as it might well be at this time. 

asked Mr. DeGersdorff as to the liens of the Puget Sound Extension 4's of 
which some 20,000,000 are outstanding in the hands of the public. He stated 
that this lien would be diluted in case of receivership by the fact that some 1.54,­
000,000 of these bonds are deposited as collateral for the general and refunding 
issue. The holders of the General and Refunding Bonds, therefore, would come 
into possession of %, or thereabouts, of the first mortgage on the Puget Sound. 
Extension. 

Mr. DeGersdorff agreed to keep the Treasury fully posted and offered to send 
any information that we desired. His impression was that the bond chart about 
which I inquired in my letter of March 10 wns substantially correct. . 

I asked Mr. DeGersdorff if he thought it would do any good for the Treasury 
to demand other collateral at this time. He seemed to feel thnt the directors 
would not be willing to put up more collateral with the affairs so closely approach­
ing a crisis. I asked him if he thought they would have a few weel<s ago if the 
Treasury had asked for it. He expressed the opinion that they might have but 
was not sure. 

Mr. DeGersdorff stated that he supposed that all the collateral held by the 
Government could be pooled as being applicable to any or all of the three notes. 
I stated that the Treasury so understood it. Mr. DeGersdorff stated that the 
receivership would not contemplate disturbing general mortage bonds, of which 
the government holds 18.000.000; that, therefore, this collateral was good and' 
that with 72,000,000 of the general and refunding mortgage bonds, the govern-· 
ment was almost fully secured, if not quite. 

(Signed)� ELIOT WADSWOnTII, 
Assistant Secretary. 

EXHIBI'l' No. 1889 

·[Copy of carbon copy of telegram io Kuhn, Loeb & Co. File No. 109~J  

98-F 
JUNE 2, 1925. 

H. E. BYRAM, 
Chicago, Milwakuee & St. Paul Railway Co.,� 

Chicago, Illinois:� 
Plan has been approved by all committees and will be announced tomorrow. 

Am sending you copies. 
JEROME J. HANAUER. 

MEG. 

EXHIBIT No. 1890 

[Copy of carbon copy of letter in Kuhn, Loeb & Co. File No. 10951 

JUNE 2, 1925. 
H. E. BYRAM, Esq., 

Chicago, Milwaukee and St. Paul Railway Co.,� 
Chicago, Illinois.� 

DEAR MR. BYRAM: This is to confirm my telegram of today, advising you 
that the Plan has been approved by the three Committees, and that we are going 
ahead with it at once. 

I am sending you herewith several copies of the Plan, and remain, 
Very truly yours, 

(Signed) J. J. HANAUER. 
MEG. 
Enc!. 
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EXHIDIT No. 1891 

[Copy of telegram in Kuhn, Loeb & Co. File No. 1095) 

1925, Jun 3-A. M. 9:55. 
Pine Street, N. Y. 
13W AUT DH. 

WASHINGTON, D. C. 906A, June 3,1925.
.J. J. HANAUER, 

Care ](1lhn, Loeb and Co.,� 
52 William St., New York, N. Y.:� 

Congratulations; plan is first class and will place St. Pauls' financial position 
in front rank among western railroads and believe it will be acceptable to security
'holders. Expect be in New York tomorrow. 

H.� E. BYRAM. 
952A 

ExmDIT No. 1892 

[Extract from Wall Streot Journal, June 5,10251 

FAVOR ST. PAUL PLAN 

Commenting on the proposed reorganizat.ion plan for the C. M. & St. P., 
H. E. Byram, receiver of the system, said that he considered it a very good plan. 

"If it is approved it will place the St. Paul ill the front rank of roads from the 
'standpoint of capital structure," Mr. Byram added "The Committee has worked 
'Out a plan as equitable as possible for all concerned. 

EXHIBIT No. 1893 

[Extract from New York Herald Tribune (Thursday) June 18. 19l5] 

PO'l'TER WON To ST. PAUL PLAN, CALLS IT SOUND 

FORMER 1. C. C. COMMISSIONER AND NOW HECEIVEH OF ltOAD SAYS PROPOSAL WILL 
STAND WIDEST SCRUTINY 

Mark W. Potter, former Interstate Commerce Commissioner and now one of 
the three receivers for the C. M. & St. P. concurs wholeheartedly in the opinion 
'Of President H. E. Byram, also a receiver, that the bankers' plan for the reorgan­
ization of the property is an excellent one and that it should be executed without 
Ilnnecessary delay. 

"My experience was somewhat unusual", said Mr. Potter yesterday when 
nsked for his views of the present controversy over the reorganization plan, 
"Before this proposal was put forward I was of the belief that it might be well to 
mark time for a while in this. affair. I leaned in other words, toward the opinion 
of some of those who are now opposing tue reorganization. Since I have seen 
nnd studied the plan, however, I have been completely won over. The bankers' 
proposals will stand scrutiny, it seems to me, from any angle. They fit in per­
fectly with the results of the study of the St. Paul situation made by the engineers 
'md not only take into consideration the immediate difficulties of the system but 
Litke cognizance of the entire picture as it is drawn by that report, present and 
future combined." 

Mr. Potter was not prepared to say whether E. J. Brundage, the third receiver 
'~l'pointed  for the road, was as sympathetic with the plan for the road's .reorganiza­
MOil as were he and Mr. Byram. Mr. Brundage, he said, so far as he could recall,
llllll not expressed himself definitely on the question. 

On his way, to this city froill' Chicago early this week,' Mr. Potter 'stopped over 
lL~  Washington, where he conferred with President Coolidge and with members 
IIf trlill Interstate Commerce Commission on the St. Paul situation. There was 
1I11 l,lling "of public interest" to report, he said, however, regarding these discussions. 

AUClording to advices from Washington yesterday there was some uncertainty 
"IH'I'IIHOd ItS to just what the plains of the I. C. C. were regarding Hearings on 
1m Ht,. Palll. It was reported that these hearings might be postponed and 
ulIllli!l(,d with tlw hearings lat.er on the reorganization plan. 
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"I cannot see any immediate connection between the two," was Mr. Potter's­
opinion when asked if he regarded this as a possibility. He said that he could­
not, of course, speak for the commission, and was not acquainted with its plans 
in detail. It is probablc, he said, that the investigation into the situation leading 
up to the receivership would consume six months. Besides hcarings, he said, it 
will probably include a "field ~ur\"ey"  by cxpcrts appointcd by the commission._ 
Thcse men he suggested would go over much of the ground covered by the engi­
ncering firm which analyzed the road's position, making a thorough investigation 
on the ground, going into reports, studying the road's physical condition, con­
ferring with persons familiar with the history of the road during the last decade, 
and in a general way getting at the facts in the situation. The hearings would be 
supplemental to this exhaustive study of the situation. While the latter might 
be commenced July 1, as has been suggested, Mr. Potter said he doubted if they 
would proceed very far until the report of the field group had bcen submitted. 

It was reported yesterday that Charles Hayden, of Hayden, Stone & Co., 
might soon be found in the ranks of those actively opposing the St. Paul plan, hut 
Mr. Hayden himself would not go on record on the matter. 

EXHIBIT No. 1894 

[Extract from Wall Street Journal, June 19, 1925] 

POTTER PRAISES ST. PAUL PLAN 

Considerable buying; which took place in the St. Paul issues was based on the­
statement of Mark W. Potter, former Interstate Commerce Commissioner and 
now a receiver for the road. Mr. Potter concurs in the opinion of Receiver H. E. 
Byram that the reorganization plan is excellent and should be executed without 
unnecessary delay. Mr. Potter says before reorganization plan was put forward 
he favored waiting for a while, but after intensive study of the program he has 
been completely won over. 

EXHIBIT No. 1895 

[c. M. & St. P. Ry. co. Excerpt from I. C. C. Docket #170211 

EXAMINATION BY MR. FISHER OF MORTIMER N. BUCKNER ON APRIL 24, 1926, AT 
PAGES 4762 AND 4763 

(P.4762:) Q. Are you prepared to say, Mr. Buckner, whether it is feasible for 
receivers to organize-to reorganize a property such as the St. Paul under the' 
circumstanccs that exist? 

A. I don't see why. It is not difficult if you get a plan that appeals to the 
security holders. I do not see why a receiver could not put it through just as­
well as any other group of men. 

(P. 4763:) Q. Just as well as Kuhn, Loeb & Company and the National City 
Company? 

A. Surely. Of course, the receivers may have to be in a position to underwrite­
some of the securities, and in that event they would have to have banking affilia­
tions or banking backing in some way. Of course, that is a detail that could be­
arranged. 

EXHIBIT No. 1896 

[File 2799. Client- Kuhn, Loeb & Co. Short title, Cbicago, Milwaukee & St. Paul] 

Date Lawyer- Description or Service 

4/26/26 • 1 Swatland • _ Conferences witb Mr. de Gersdorfl, Mr. Hannuer, 
and Mr. Murray regarding I. C. C. hearings; in­
particular, Mr. Buckner's faux pas.

4/25/20, 1 Swatland ., ._ • _ Telephone call from Mr. Hanauer re Mr. Buck· 
ner's faux pas; getting copy of Mr. Buckner's 
testimony; conference with Mr. Swaine andI Mr. Hanauer regarding the same. 

4/28126_. C. A,-'de GersdorJi••• • _ Various conferences with Mr. Buckner, Mr.1 

Hanauer, and others. 

~ 
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EXHIBIT No. 1897 

[Copy of carbon copy of telegram procured from the flies of Mr. Mark W. Potter,~former director of Chicago,
Milwaukee, St. Paul & Pacific Railroad] 

JUNE 19, 1925. 
EDWARD .T. BRUNDAGE,� 

Westminster Building, Chicago.� 
Mention has been made of the fact that while Byram and I expressed approval 

of the reorgani~ation  plan, you have not expressed your view. They seem to feel 
that a statement of your view to the Associated Press would be helpful. 

MARK W. POTTER. 

EXHIBIT No. 1898 

[Copy of original signod letter procured from the tiles of Mr. Murk W. Potter, former director of Cbicago,
Milwaukee, St. Paul & Pacific Railroad] 

BRUNDAGE, LANDON, 1-101,'1'. AND BOORD, 
720 WESTMINSTER BLDG., 

110 S. Dearborn Street, Chicago, June 22, 1925. 
Mr. MARK W. POTTEH, 

100 East 4(jth Street,� 
New York, N. Y.� 

My DEAR MH. POTTER: I received your telegram Saturday but did not wish to 
answer until I had an opportunity of conferring with Judge Wilkerson. I have 
remained non-commital on the question of reorganization for fear that any utter­
ancy be me upon that subject might be misconstrued as being the attitude of the 
court, in view of the manner of my appointment as Receiver. 

I talked with Judge Wilkerson this morning, and he felt as I did; in other words, 
that I oup;ht not at this time to express any opinion concerning the reorgani~ation  

plans. My duty as the officer of the court was to assist in administering the 
property whilc in the court's possession; beyond that I ought not to express 
mv~elf.  

-Instead of answering by telegram I have written and feel quite sure that you 
will understand and be able to explain my position to anyone making inquiry.

Vcry truly yours, 
(Signed) EDWARD J. BRUNDAGE. 

EXHIBIT No. 1899 

[COpy of carbon copy of letter procured from the lUes·of Mr. Mark W. Potter, former director of Cbicago, 
Milwaukee, St. Paul & Pacific Railroad) 

JUNE 23, 1925. Hon. EDWARD J. BRUNDAGE, 
720 Westminister Building, 110 S. Dearborn Street,� 

Chicago, Ill.� 
DEAR GENERAL: I have your letter of the 22nd. I understand perfectly your 

position about the Reorganization Plan. While I think probably you are right, 
I would not want anyone to feel that the expression of my opinion would commit 
anyone, and I know it would not. I agree with you that your position is a little 
different. As you know, I thought for a long time that the Road should not be 
reorganized until it has time to make a better showing. In my statement to the 
press I recognized that there are two sides to this question. I became convinced, 
however, that if I owned all the stock of the company, I would rather have my 
interest after the reorganization than before. This is all on the assumption that 
Htockholders can put up the so-called assessment and will not be frozen out. Mr. 
Hanauer, the leading spirit in preparing the Reorganization Plan, told me that 
Lhey stood ready to finance any stockholder who needed help and that no one need 
Iw shut out. The objectors to the plan continue to talk about the stockholders 
heing shut out, but I do not understand there is any possibility of this happening. 

[t is not at all unusual for receivers to give to the parties interested their views of 
1\ Heorgauization Plan. Of course, my opinions are given as an individual and are 
1I0t. intcnoed to rclate in any way to the policy of the receivership. For instance, 
rr WIl put throUl-\h the mte readjustment which I have worked out, I think it quite
1l11c\ly 1;hl\.t. n ]"('()]'l-(llni~lItioll  rni"ht be di~pensed  with. 

YOllm V".I·,V t.ruly, 
1M AIIII W. l'C1"""lnll.1 
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EXHIBIT No. 1900 

(Copy of carbon copy of telegram from the files of Cravath, de Gorsdorff, Swaine & Wood file no. 2790, 
drawer 13, designated: "Chicago, Milwaukee & St. Paul Hailway Company-Headjustment-VoJ. 2 
Correspondence-from June 1, 1925, to July 14, 1925"J 

JUNE 18, 1925. 
ROBERT T. SWAINE, 

Care of Milton Harrison, 
Poland Springs House, Poland Springs, Maine: 

I Hanauer snggests as further ammunition if necessary interview this morning's 
Tribune by Potter endorsing Plan. Interview states Potter inclined first to favor 
delay but study of Plan has won him completely over. "The I3ankers' proposals 
will stand scrutiny, it seems to me, from any angle; they fit in perfectly with re­

~I 

sults of the study of the Saint Paul situation made by the Engineers and not only 
take into considemtion the immediate difficulties of the System but take cognizance 
of the entire picture as it is drawn by that report present and future combined." 

D. C. SWATLAND. 
30.� 
T Western Union Swatland Dillon St. Paul St. Paul 96 Poland Springs,� 

II' 
II Maine. 

EXHIBIT No. 1901 

jE,tract from "Savings Bank Journal", published at New York, N. Y" July 1925. recording proceeding, 
at the Sixth National Conference of Mntual Savings Banks at Poland Springs. Maine. June 17,118. and 10. 
I925J 

ST. PAUL PLAN DISCUSSED 

REORGANIZATION MEETING BROUGHT OUT MANY VIEWS OF DELEGATES AND HAIL 
EXPERTS 

The meeting to consider the St. Paul reorganization convened at 2:15 o'clock 
on Thllfsday afternoon Milton W. Harrison, Executive Vice-President of the 
Association, presiding. 

* * * * * * * 
Ch:1irman HARRISON. Are the present receivers in favor of the plan? 
Mr. SWAINE. I just received a telegram of interest in that connection. Mr. 

Mark W. Potter, one of the receivers, who, as you probably know, was an Inter­
state Commerce Commissioner until within the last year, this morning gave out in 
New York an interview from which I want to quote. 

He said: "I was first inclined to favor delay, but my study of the plan has won 
me completely over. The bankers' proposal will stand scrutiny, it seems to me, 
from any angle. They fit in perfectly with the results of the study of the St. Paul 
situation made by the engineers, and not only take into consideration the imme­
diate difficulties of the system, but take cognizance of the entire picture as it is 
drawn by that report, present and future combined." 

* * * * * * * 

EXHIBIT No. 1902 

[Copy of original signed letter in Kuhn, Loeb & Co., file no. 1095J 

MARK W. POTTER, 
One fI1mdred East Forty-Fifth Street, 

New York, June 5, 1925. 
Mr. JEROME J. HANAUER, 

Of K1lhn, Loeb & Co., 
52 William Street, New York City. 

DEAR MR. HANAUER: I think it worth while to send a copy of the proposed 
reorganization plan to Ray W. Clarke, who has written me the enclosed letter. 
Clarke was in the Commission for some time, participating in the handling of 
finance applications. He is an able fellow, who is thought well of everywhere and 
it will do no harm to have him equipped so as to defend the plan in conversation, 
etc. 

Very truly yours, 
(Signed) MARK W. POTTlilU. 

F. 

EXHIBIT No. 1903 

[Copy of typewritten copy of leUer in Kuhn, Loeb & Co. file 1095] 

SCHUBRING, RYAN, CLARKE & PETERSEN, 
ATTORNEYS AT LAW, 

First Central BluO., Madison, Wisconsin. 
Mr. MARK W. Po'r-flm, 

Room 3018, 100 E. 45th Street, New York City. 
DEAR MR. POTTEn: I am much interested in the plan for the reorganization of 

the St. Paul road which was announced in the press today, and would greatly 
appreciate it if you would have a copy of the complete plan mailed to me as soon as 
it is available for distribution. Judging from the newspaper accounts, it seems to 
me that the plan is a very fair one, especially from the standpoint of the stock­
holders. 

Colonel Colston appears to be having his work cut out for him these days in 
Washington, if the proceedings are being correctly reported in the Traffic World. 
However, he usually gets away with what he undertakes, and I have not much 
doubt that the Commission will take the broad view of his case. 

I trust you are very happy in your new ·work, as I am in mine. 
With sincere regards, I am, 

Very truly yours, 
(Signed) RAY W. CLARKE. 

MEG. 
NOTE.-This letter bears no date, but is stamped as reccived by Kuhn-Loeb 

& Co. Filing Department, June 10, 1925. 

EXHIBIT No. 1904 

[Copy of carbon copy of letter from the Iiles of Mark W. Potter] 

NOVEMBER 13, 1926. 
HOll. EDWAl1D J. 13UUNDAOE, 

Westminster Building, Chicago, Illinois. 
DZAR G"'NERAL: I have yOUl" lett,er of the 12th inst., telling me of your talk 

with Judge Wilkerson and his thought that we should attend the sale. I think 
this settles it and we ought to go. I think the Judge is right about it. 

I am wondering how we should go. Personally, I would a little rather not go 
out with the reorganization people. I think Mr. I3yram feels he should go with 
them, but, if you think you and I should not go with them perhaps we could 
combine a sort of an inspection trip. I do not know that there is anything in 
my thought, hut I am inclined to avoid a cut-and-dried appearance or of being 
any closer to the reorganization people than to the Jameson people. 

Very truly yours, 
[MARK W. POTTER.] 

EXHIBl'f No. 1905 

[Copy of original letter from tbe files of Mark W. Potter] 

CHICAGO, MILWAUKEE & ST. PAUL RAILWAY, 
O]<'FICE OF RECEIVERS, 

Chicago, Illinois, November 12, 1926. 
Hon. MARK W. POTTER, 

100 East 45th Street, New York, N. Y. 
My DEAR MR. POTTER: I came down on the train this morning with Judge 

Wilkerson and he inquired if the receivers were going to attend the sale at I3utte 
November 22nd. I told the Judge I thought that Mr. I3yram was going to, but 
that you and I had not planned on doing so. The Judge said he thought you and 
T should be there, unless we had private business that interferred. He thought 
AO because this property being sold is in the custody of the receivers and they 
ought to be there. 

I told the Judge that I would write you at once what he had said and would 
nITall~('  myself to be at Butte. I have written to Mr. Byram and presume he 
wi'll lun.kc arrangements for us, if you decide to go. 

Very truly yours, 
(Sip;necl) En WARD J. BRUNDAGE. 
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