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Haven accomplished their ro.lrmmlihlli-l
tlea lightly, They falled to realize that i
their names gave confidence to the pub- |
Ne and thelr eonnection with the cor- |
poration led the people to invest, {

"When these directors were negligent |
and perious losseca resulted therefrom
they were gullty of a grave dereliction |
of duty and a breach of trust that was |
morally wrong and criminal in Its fruits.

“Directors rhould bs made indlvid-
ually llable to clvil and criminal laws
for the manner in which they discharge
their trust, A eorporation can be no bet- |
ter or worsa than those who operate it

“It should he just as grave a crime to|
plunder &stockholders or the public|
through a railroad corporation as it is to|
personally rob an individual ‘

“The insuring of honesty throughout
the management of the great rnllrnndg;
{8 & most Important question before the
people to-dny and only when through
exposure of wrongdolng and an awak ]
ened public eonsclence, coupled with)|
effective laws, this result |8 produced|
may rallroading be placed upon the high|
level ft should occupy.

“The n this record make |
it esgential for the welfare of the natlon
that the reckless and profligate !\n.m-l
clering which has blighted this rallr ndl
syatem be ended and unt!l this js fully
done there will ha no assurance that the!
&tory of tha New Haven will not be \uld|
again, with the stockholders of some
other rallrond system as the vietims”

revelations

One Hrelght Nny,

The report containe one hright ru_v."
however, for the futura. It says:

*The splendid property of the New Ha-
ven ra!lroad (teelf will be ealled upon for |
many a year to make up the drain upon |
Its resources resulting from the unru\r-i
donable folly of the transactions outside
the proper ficld in which ita stock-|
holders supposed their money was in-!
vested. But honesty and efficiency of |
management of this property of the rall-l
road only will undaubtediy in time re-|
atore itz former standing.” |

|

fof J

The commission characterizes the)|
New Haven monopoly as thoroughly |
corrupt. It declares

“This {nvestigation has d¢ mnnslrnrorll
that the monopoly theory of those con- |
trolling the New Haven was unsound
and mischievous In To |
achleve such monopoly meant the reck- |
leas and gcandalous acceptance of money; .
it meant the attempt to eontrol publie
opinion: corruption of government;
the attempt to pervert the political and
economlic Instincts of the peopla in in-
solent deflance of law,

“Through exposure of tha methods |
of this monopoly the visihla govern-
ment which has gone far in its efforta

it effeets,

to dominata New England has been
made visible.
“It has been clearly proved how

public opinion was distorted; how offi-
clals who wera needed and who could
be bought wera bought; how npwg-i
papers that could ba subsidized were
subsidized: how a college professor and
publicists secretly accepted money from
the New Haven while masking as a rep- |
resentative of a great American univer-
sty and as the guardians of the Inter-
ests of the peopla;, how agencies of In-
formation to the public were prostituted
wherever they could he prostituted in
order to carry out a scheme of private |
transportation monopoly Imperfal {in its
scope.”

|
An Array of Causes,

The report then marshals the following |
array of causes for the Naw Hu\'an‘li
present situation .

“The Boston and Maine
ment,

“The iniquity
acquisition.

“The doubla pricea paid fa
Rhodea 1sland trolleys

**The recklessness 'n the purchase
of Connecticut and Massachusetis
trolleys at prices exorbitantly in ex-
oeas of thelr value,

““The unwarranted expenditure of
large amounts in ‘educating publle

nion.'

“The dleposition without knowledge
of directors of hundreds of thousanda
of dollars for influsncing public sen-
timent,

**The habltual payment of un tem-
ised vouchers without any clear speci-
fication of detalis, \

despodl-
of the Westchester

the

Complication of Accounts,

**The confusing interrelation of ths
principal company and lts subsidiaries
and consequent complication of aAc-
oounts,

“The practice of financial legerde-
main in lssuing large blocks of New
Haven stoock for notes of the New
England Navigation Company and

manipulating these securities back
and forth
“Fictitlous salee of New Haven

stock to friendly parties with tha de-
oign of boosting the stock and un-
Joading on the public at the higher
market price.

“The unlawful dlverslon »f ecor-
porate funds to political organiza-
tions.

“The scattering of retainers to at
torneyg of five States who rendered
nn jitemized bills for services and who
econducted no litikation to which the
rallroad was a party,

“U'se of a Pald Lobhy.*

“Extonsive use of a pald lohby in
matters as to which tha directors
claim to have no information

“The attempt to control utterances
of the preas by subsldizing reporters,

“Payment of money and the
profligate issue of free passes 1o legls-
lators and friends

“The investment of §400,000 in e
curities of a New England news-
paper

“The regular employmant of political
bosses 'n Rhode Island and other
Htutes, not for the purposs of hav-
ing them perform any service, but to
prevent them, Mr Mellen ex-
presecd (i, from ‘hecoming active on
the other aid:’

“T'he retention

8

by John L ilard
of more than 2,700,000 in A trans-
action In which he represented the
New Haven and in which he Invested
not a dellar,

“The inahllity of Oakleigh Thorne
to account for §1,032,000 of the funda
of New Haven intrusted to him In
carrying out the Waestehester propos)-

The stary of Mr. Mellen as to tha
disrrt of 1 200,000 for corrupt
Purjiecs In bringis Lout the Woest-
Chvaler and Port Chester franchises,

Dominating Factors,
#The domination of all the affalrs

| something
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of this railroad by Mr. Morgan and
Mr. Mellan and the absolute subordi.
nation of ather members of the board
of directors to the will of these two

“The unwarranted incrense of the
New Haven labilitles from $03,000,-
000 in 1903 to §417,000,000 fn 1613

“The Increase In floating notes from
nothing in 1003 to approximately §40,-
000,000 tn 1013,

“The indefensibla standard of busi-
ness ethics and the absence of finan-
elnl  acumen displayed by eminent
financiera In Mrecting the destinles of
this road in its efforts to establish a
monopoly of transportstion In New
England.

“A combination of all these has re-

| sulted In the present situation in which | the New Ha

the affalrs of thie road are involved,”
adds the commission,

OFf the purchass of the Westehaster line
by the New Haven the commission says

that the transaction cost the New 1'"\"‘“;
§14,000,000 befora con-
struction was bagun, the total cost being |

like

$16.424,000 for a road oniy a ligtle over
eighteen milea long and which is being
operat
mite L250,000,

“What could have been tha motive
AsKed the commission, “for unloading the
Westehester upon the New Haven at the
expense of tha stockholdars of tha latter
must be laft largely to conjecture. The
ane  accomplished result, however, of the
Westchester transaction waa the
of poss=ible competition Into New York
city from New England.

“The blame for the Weatchaster rests
squarely upon the directors of the New
faven road. Bome are gullty for acts
committed ; others, the greater number,
for their faillure to aect,
culpabls and responsibla to the stock-
holders.”

Who Planned It

The commission finds that the Waest-
chester acquisition was planned and exe-

I Morgan, William
and George M. Miller, with President Mel-
l#n A chairman The commission
that the vete of the bhoard of directors
aprpuinting this committee does not dis-
close an ntention to authorize the buy-
ing of churters and promotion securities in
the by lding of a new radiroad, mueh less
one at a cost of $36,000,000, The com-
mission adds:

“It is ambiguous and was evidently
intended to conceal a secret  purpose
The full board was not taken into the

confldence of thesa directors who wantad
thess mecurities purchased, and no re.
port was ever mada by this committee
placing the situation as they found it
Before the hoard.”

Of the use of New
brng about changes in
franchise by New York eity officials
commission says:

“*T'he testimony s somewhat occult, but
the charncter of the transactions I8 no
less ecortaln Thia money was used for
corrupt purposes and the improper ax-
penditures were covered by the transfer

Haven stock to
the Westchestar
the

to the New HMaven of thesa worthless
securitien’
This is ths transaction in which the

late Police Superinterdent Thomas Hyrnes |

was mentioned as intermediary, The com.
mission adds

“No ecomment {8 nacessary to make
clear to the mind the corrupt and un
Inwful nature of this transaction, and f{t
would seeam that the amount illesgally
pended could he recovered from M- Mellen
and the directors who authorized t."

The commission says that $203,705 pald
to Oaklvigh Thorne and Marsden Porry
In commiss.ons in the Westchegter deal
should be recoverad either from them or
from the New Haven directors

Rhode Island Trolleya.

The commission finds that the purchase
of the Rhode Island trolleys was another
instance of “the prodigality of the New
Haven directors in ecarrying out an un-
lawful policy of transportation monopoly.™

The commission charges that tha Rhode
Island trolley transactions were de-

liberately entered Into with a full knnwh’

wige of the large defielt that they would
brng and with determination Ro

lucquire trolley control in Providence re. | the pu

gardloss of expenses

1t Is contended by the eommission thur'
transac- |

the result of the Rhode [sland
tions was to enable the United Gas Lin.
provement Company of Philadeiphia to
realize par value on securities which had
been based merely upon lively expecta-
tions of future possihilities

“The millions that wers mnada from
this transaction,” save the commlission,
“did not come through magic,
brought Into existence at the expenss of
the stockholders of the New Haven, upon
whom and the public the voke of giving
vilue to these securities ultimately rosted
and the New Haven was diluted to the
extent of the water thus added.”

The commission adds that this ‘rans-
actlon eeems 80 extravagant that it was
A matter of !interest to ascer'ain just
who owned the securities, but it was dis-
coversd that the books which would show
had been destroyed by fire.

The Steamship Purchases,

The comm'!sslon gays tha: the New
Haven from time to time felt the harass-
‘ng effect of eompetition by water, and
Fresident Mellen therefore proceeded to
acquire the steamship lines and stifla this

Interference, He bought up steamship
lines amounting to $24,772,000, although
a physieal valuation of the properties

acquired approx!mate something like only
10,000,000

In conneotion with the steamship pur- |

chases the commission fAinds the money
parments were made for leases in New
York which wera unmistakably improper.
The commission says thare wers payments
to John Hall McKay of New York for
many thousands of dollars for which no
item!ized vouchers were given.

“Mr. Mckay,” says ths commission, "left
for Europe afler this Investigation was
eommenced and his evidenes could not be
secured.”

The commiaslon illustrates the “‘devious
mothods” of the New Haven management
by setting forth the number of carpora-

tions tha: were formed in order to accom- |

plish the withdrawal of the steamships
from the Fustern coast, and the control
by the New Huven of the freight stenmers
and wharf property.

These ecorporations were the Meatropol!-
tan Steamship Campany, the Metropolitan
Steamship Company of Maine, the Hud-
son Navigation Company, tha Chilmark
Company, the Pacifie Navigation Com-
pany, the Pacific Securitles Company,
the Fastern Securities Company, the East-
ern Steamship Company and the New
Engiand Securities Company. The com-
misslon adds

“The devious mathods used, the tangled
weéb of corporate transactions through
which this property passed and the use
of dummlies who knew nothing of the
purposes for which they were being used
all
these elreultous methods was to conceal
the hand of the New Haven."

Roston and Maine Stock,

The commission also Aesoribas the New
Haven's holdings of Roston wnd Maine

stock as "a startling series of transf '8 |

shifta and evaslons "

These shifts and evasions hegan, nac-
cording to the commis.lon, a8 soon as
the lllegality of the purchase was demog-
strated by the declslon of the Bupreme
Court,

The commisston charges that by thesa
anta the Naw Haven sought to make it
appear that It had divested {tself of
Noston and Maina stock while at all
ties It was being retained in friendly
hnnds and under the control of the New
Haven

This s the histery of the passige of
a controlling number of shares In Boaton
and Maine stock ns given by the com-

mis=ion :
"Flrst—From Americ; 1 Express

I at an annual loss of approxi- |

stifting |

They are alike |

ndds |

X~ |

but were | Y

clearly iIndicate that the purposa of |

l Company and others to New Fngland
Navigation Company.
I “Second — From New  Fngland
Navigation Company te John L.
Eillard, nominally.
“Third-—From John L. Billard to
Natlonal City Bank as collateral
“Fourth — From  National City
| Rank to the New Haven.
"Fifth-—From the New Haven to
tha New Fngland Navigation Com-
pany.
“Bixth—From tha New
Navigation Company to the
Rallrond Holding Company.”

The commisslon adds:

“This stork was during all these migra-
one financed, owned and ~.ntrolled hy
ven, and by virtue of the
ownership and control of this stoek dur-
Ing all this time it placad 1te own ofMelnls
In charge of the Hoston and Maline and
| #elected the directora thereof,

England
T oston

|
t!

Deprecination of the Stock,

"The movement downward of Boston
and Maine stock 414 not begin unti]l the
Meallen-Morgan-Rockefeller management
was foreed upon i1t. The depreciation of
the Hoston and Malne stock after coming
|rmn 1nm control of these men was indeed
api

“The financial atrength of the Roston
and Maine, which had been made manifest
for more than half a eontury, was con-
verted Into financial weakness in half a
decade after passing into the control of
men who had the reputation of being
eminent financlers

“These great namen proved to ha of no

| rellance to Investors. The management

{of the Roston and Maine in the Now
:ltwn Wias unwise. It began in the lust
or o

I xtent of monopoly and has resulted

In great depreciation and serious impalr-
:mo-n' of credit.

It ®¥eems to be garmane and proper to

| refer to the apparent sake with which the

domination of this road was #ecured to

the fAnancial Interest of the New Haven

{euted by a special committes consisting Without any expenditure by them,
Rockefeller |

“This was done
| change of the Boston
owned by the American Express Company
for New Haven stock. Thus by mere ax-
change of stock those controlling the Ne v
| Haven were enabled to sxtend thelr domli-

by Induclng an ex-

and Maine stork

| pation over almoet the entire rallroad
.;-rr-;n-r"_\' In flve States,
“Those who at first were merely em-

i;dm--d AR fiscal agents of the rallroad ‘o

negotiate thelr mecurities usad that know!-
cdge in the effort to become the mas*ers
In supreme control of the transportation
interests of the country, This is an illus-
|mmnn of what has been the mast dan-
| gBerous tendency In recent times”

i The Billard Trananction.

The commission holds that John L.
Billard of New Haven, who made n profit
of $2,700,000 without the expenditure of a
penny of his own, was merely acting as an
Agent of the New Haven and that the so-
called Billard transaction in Roston and
Maine stock was not as B'llard and Mel-
len eontend a bonafide sale and repure
chase. The laws of Massachusetts muide it
necessary for the New Haven officinls to
contend that this was a bonaftde tranhac-

!ll!JI'L
“All the assets of the Billard Com-
¥ &ays the commission, “belong to

e ftockholders of the New Haven road
All the money sunk in {ts vperations be.
longs to the New Haven, A sult should
he maintained by
Billard and all who have participated in
{this fraud upon the stockholders.”

The commission finds that the New Enge |

land Investment and Security Company
wis another agent of the New Haven
and recommends that a suit be maintained
Ih,\- the road to reduce to 148 own posses-
| 8lon the nssets controlled by that com-
pany., Until recently Charles 8. Mellen
| held contral of the common stock of the
|--n~np|-'y through James B. Hrady as a
dummy,

These shares have been transferred to
Banderson & Porter, a firm of rallroad
contractors and bullders, who have been
engaged on the New Haven. The commis-
s says that this stock is being held by
Sanderson & Porter for the New Haven

“All profita which this company has
| made in the past,” says the commission,

| “have heen the result of transactions in
chase and sale of securities !n
| which the New Haven had title or large
| not In the open market, hut
clreumstances which woull have

| been fraudulent If this security company
!w.w In fact an independent organization
entirely separate from the New Haven,

Massncusctts Law Violated,

"“On ita nota thera wera turned over to
it at one time $9,918.000
ught and pald for with New

of
Haven

funda. The Inside facts as 20 1ts dealings
| Ehow a e mtinued operation in vialation
of Massachusetts law and a vielation of

! the injunct|
T that State."
|  The commission hoids that 1f Mpr, Mal-
| lan's contentlon that Sanderson & Por-
! ter own the stock of the New England In-
| vestment and Security Company fres from
| any contral of the New Haven they would
be personally entitled ta all the nssets and
securities which have been purchased with
the funds of the New Haven upon the dis-
solution of the so-called trust.

Tha commission savae that Inecreases .n
eapltal gtock of the New Haven have heen
made upon the hasle of transfers of assets
from one suhsidiary company to another,

The commission finds also that the
New Egland Navigation Company has
| been utilized from tima to time as a hold-
| Ing eorporation for the acenmplishment of
| irregular transactions “indefensible under
| any test of sound business management.”

The commission charger tha New Haven
management with manipulation of ae-
counts in order to sliminata from the
record dividend returns upon certain seou
ritles, It AccuEes the mAnagement also
of the shifting of fund= to show dividends
earned in the year 1612,

m by the highest court of

Comments on Dividends,

After detniling a transactlon between
| the New Haven and the New England
' Navigation Company the report says:

“The effect of tha transaction means that
the New York, New Haven and Hartford
Hallrond Company advanced $8,000,000 in
cash to another company to pay to It
dAlvidends on lte stork and included the
amount so advanced In {t8 incoma aceount
a8 a dividend recelved. In other words the
New Haven set up In its Income an item
of $2,000,000 on the other alde,

“The neeonnts of the COMPANY wre re-
pleta with instances In which the profits
hava been declared to bhe earned by the
tranufer of stocks, honds, Aebentures and
[nor-urm-u of one of the subordinate and
aubsidiary companies of the New Haven
gystem to another such subsidlary and
such profits are solemnly recorded am real
profits in making up the accounts of the
system a8 a whola,

“Transactions of this kind do not make
real profita any more than the transfer of
money or aecurities from one pocket to
another would result in prott to an indi-
vidual

“The frequenoy,” says the commission,
“with which dummmy ecorporations and
dummy directors appear in this record
leads to the conclusion that some one high
in the eouncils of the New Haven had an
obsession upon the subject of the utility
of such sham methoda,

“The directors of the Blllard Company
confessed that they were dummies and
| knew nothing of ita operation. Why men
| of respectability and standing as these
apnear to be should lend thelr names as
dummies passes comnprehenslon. Through-
out the antire story of deception the New
| Haven management valnly endeavored to
hida the true facta behind these dummy
individuals and dummy eorporations.

Methods,'

“If master filnanciers behind these Neaw
Haven transactionsa could use these sham
methods and thus give thelr indorsement
1o the avallabllity of such erooked schames
o cover ihu frug substance

CSham

the New Haven ngainst |

financial transactions it indleates & low
atate of financial morality.

“While stock in the New Haven was
leted on the New York exchanks a large
portion of its funde were invested In ‘hiun
sky' corporations, the officers of which
knew nothing of the purposes or assets
of the company of which they were man-
agers or officers.”

The report finds that tha New Haven
purchaged cars almost exclusively from
“IMamond Jim" Hrady without competl-
tion to the extent of some $37,000,000;
also  Joromotives wers bought from na
company In which a director of tha New
Haven was a director. The commission
BAYS:
"The corporata economy |8 not prac-
ticable where gifts and obligations aris-
ing from friendship tend to abscure
official duty.”

The commission agraes with Mr, Mellen
that the New Haven road had 5o polities,
that its alm always was to “get under the
best umbrella.”

Attention 1s called to A campalgn con-
tribution of $80,000 through J. P. Morgan
& Co, in 1600 for which no proper and
complete voucher appears on the hooks of
the New Haven. In 10804 there was an-
other $60,000 contribution, which the com-
mission says was not reported to the
directors or stockholders or In any man-
ner made publio

“SBuch use of corporate funds Is a gross
injusties to the stockholders and the
public, says the commission.

Estimate of Losases,

Tha commiasion estlmates that the New
Haven stockholders have lost:

$23,223,000 through tha New [laven's
purchase of the Hoston and Maine,

$11,457,000 through the purchase of
the Wesatchester trollays.

$12,685,000 through the purchass of
the Connecticut trolleys

$1%,3486,000 through the purchase of
the Rhoda Island trolleys

$73.83%4 or tha Hartford
Worcester Strest Rallway

$208.221 on the Rprinkfield Rall-
Wav companies,

$3.604.000 on the Merchanta and
Miners Steamsnip Company.

The commission estimates that
actual losses all told from deprec
and waste foot up to almost §70,0i
In addnion deflcits are reported in
company's last annual renort in
operation of other subsidiar:
amounting to more than $72.600 for the
year. These annual losses, in tha opinion
of the commission, will to A Alrge extent
recur from year Lo year.

“From all of the foregning ard from
a careful consideration of the method
in which expenditures, not apecified herein,
have been made it is submitted,” savs the
report, “that a reasonable estimate of
the loss to the New York, New Haven and

and

thase

the
companies

|II:|rtr--rnI road by reason of waste and
mismanagement will amount to betwesn
an,nnn,mm and 390,000,600
It was at this point, however, that
the commission expressed the opinlon
that honesty and e¢Mctency of manage-
ment finally will restora the railroad

property to its former standing,

Representatives on the Ronrd,

Tha commission points out in apeaking

of interlocking directors that the ['enn- |
| s¥lvania Radlread, which owned a5.006
| shares of New Haven stock; the New
| York Central, which owned tha sime
numhber of shares: the !nsurance com-
panies, which also had 35,000 ghareas;
| the express company which had a con-

tract with the railroad: the Standard Ol
Company, the United States Steol (or-
poration and the [Mullman Company
| hisd  representat.ves in the New
board.

“In fact,” sayva the report, “svery ather
| interest aremed better represented on the
New Haven board than the average stock-
holder's interest.”

The commisslon says In speaking of the
duty of directors that there are too many
1m'vmtrns-nnd directors and “too many wl

Haven

have such childlike faith in the man ;.vl

all |

CRIMINALLY!

MATERIA MEDICA

the head that they are ready to indorse
or approve anything he may do."

The commission adds

“The handling of bank deposita and
security sales of these corporations are
massedd In a few hands carrying with
[themn a power and domination of large
Lamounta of banking capital as well an the
| control of great rallroad systems, Thess
innrl othor evila as the result of inter-
locking directorates are now well recog-
I nized and known and they have beon em-
| phasized by the disclosures of this inves-
| tigation,”
| In the commimmion's opinion thers is
Hittle question that the stockholders can
recover a substantial sum of money that
;lmn beon wasted, The commission men-
| tlona specifically for possible recovery
£103,000 pasd to Oakleigh Thorne and
Marsden Perry in commission; $1,624,000
[illegally spent In the Westchester fran.
:.-mm and $2,748,000 in the Billard trans-
action,

Question of Recovery,

| MIf any expenditures were mads in
violation of the anti-trust laws of the
| Unitedd Btates are not such expenditures
ultra vires and is it not the legal obliga-
tion of the directors to satisfy out of
"thelr own fortunes any loss which resulta
to the company ™' asks the commission
“Only lawful expenses are authorized
All 1llegal disbursements are ultra vires

Which are In violation of the laws of the
land.”

Of tha responsibility of the directors
under the anti-trust law the report says:

of the policy of transportation monopoly
Fthe New Haven purchased the Connecti-
cut trolleys, tha Rhoda lsland trolleys,
the ateamship lines, the Boston and Malne
and other mweans of transportation that
waere avallable and purchasable,

“That this plan was done In violation
of the statute [t seems quite elear, for
comnetition war sought to ba deatroved

That the directors were consclous they

line was purchased gome one would
{nxk the question in tha board of directors
If it wera not In violation of law, and that
Mr. Robbing, general attorney for the New
|H aven, would #tate to the board that the
New Haven chartep permitted them to do
|.'m\!h.xu:.

| "It appears thersfore that not only wers
these consolldations eontrary to law, but
these directors were cognizant of that fact
land eontented themselves with the advice
of counsel that under the company's char-
| ter 1t could do anything it pleased.”

Immnnity of Witnesaes,

The commisslon saya that in conducting
its inquiry it kept in mmind eonstantly the
warning of the Department of  Justice
| nzainst immunity from criminal prosecus
Ition In respoact 1o witnesses The com-
! miselon has need anly =ucrh withessps as
| 8eem  necessary to ngaer the Nenate's
| Questions as to why the investigation was
held
| “With respect to Mr. Mellon,” says the
[ rommission, it was the hellef of the eom-

| mittee that his testimony was necessary
| to thi= inquiry, and the result fn our opine
lon fully justifies this position
“Exvidoncs of wrongdoly “ucrh A% was
lleclnzed In this hearinge difficult tn
| ohtalin Min do not conduct such trans-
|nctions in the open, but rather in secret
tnd In the dark® Only those involved as
n rule have direct Information o some
| of the of must come
through participants
: “The ecommission has proceeded upon
| the fdea that It i bolter 1o expose wWronge-
?rl.-'r;.' even If in dolng = it would be nee-
| pesary witnessss whose Witi-
mony bring them

s

evidence necessity

a few

might

BOMe,

|AN

exposurs as well”

COMMERCE BOARD RECALLS
EXPERT ON MORGAN BOOKS

Directors cannot  without m‘mmm.‘lhllﬂy}
deplete the corporate treasury in ventures |

“The evidence shows that in pursuance |

If a man has heart disease,
it is organic—if he has a little
heart palpitation, it is func-
tional.

A Thompson-Starrettopera-
tion sometimes runs a Ylettk
ahead of the schedule, a slight
functional defect due to an
excess of efficiency.

But, ordanically, a Thomp-
son-Starrett operation is as
sound as a bell, perfect in
every rivet from rock to roof.

THOMPSON-STARRETT
COMPANY

Building Construction

f!-ﬂnd to Mr. Brown, your chief examiner,
i and to vour counsel, Gov, Falk, that a con-
| ference might be desirable in order that
a method could be determined by which
your commission might obtain the in-
;rnrmntinn which you desire and which,
|80 fAr as we personally are concerned,
I:e are entirely willing that you should
AVe,

“Without walting for such conference
we beg to suggest that It may be possible
for us to seocure the consent of the third
| parties to the extent that vou may desire. |
In fact we have asked such consent in
the only two spscific cases which you
mention In your letter and we are glad
to say that the parties are entirely will-
ing that their names ba disclosed.

“Answering vour specific request, there-
fore, we beg to say:

“First—The names of the persons to
whom 60,000 shares of stork were sold in
1810 by J. . Morgan & Co. for the
accounts of the navigation company will
be given your accountants.

“Second—The names of the purchasers
of the New York, Westchester and Hoston
bonds, sold in 1911 and 1912 (instead
of 1910 as stated In your letter) hy J
P. Morgan & Co. for account of the New
Haven road will be given your aceount-
Ants,

—_————-———____‘

RECTORS REFUSE
COMMENT ON REPORT

New Haven Defence May Rest
on the Statute of Lim-
itations,

DI

Ready to Get Consenta.

1 "“Third—When the name of a third
| party appears in any of the entrles upon
our books relating to our transactions
with or for the New Haven railroad we
i!hall endeavor to obtain consent of such
| third party to the giving up of his name. |
| "Fourth-—-1 have not heen advised of |
| any difference between us on the ques- | Tast and present directors of the New
| tion of correspondence. Your accountants , Hiaven refused yvesterday to make o

{have been and will he allowed to Inspect y comment on the report of the Intersta

any correspondence of our firm with the Commercs Commission, which ko viger
New Haven rallroad or any of its sub- | ously attacked the directorate of that s

sldiariea, | temi for s alleged mismanagement of | a
“We appreciata your assurance rhnt';n’uhwl:-n and finances

| ¥ou do not desire to gain nformation At the offices of the New Haven rand
from our records other than that bearing | It was sald that President Hustie, acting
upon the subject matter of the .\'pw;vh virman of the hoard in the ahsepnes f
| Haven situation.” i Howard FElllott, had declded that ure)
I Finally Aecountant Brown on July 8 an officlal copy of the report of the |

| again  reported back to Commissioner | terstate Commerce Commigsion hiad bes 1
| MeChord as follows: recelved no statement would be fssged

wern proceeding along lines that wera
nrobably inhibited by law (s evidenced by |
the testimony of Director Elton that as

“DEAR S Replying to your favor 6th
and answering question contained therein « |

by the compnny
It was added that When an oficin) enpy

"First—Full access to the records of! of the report had been received it w 1
J. P Morgan and J. . Morgan & (o, h.mi he submitted to the board of direci a
not heen granted to me . such items of ac-| before any formal statement was g

counts as contain the record of the trans- |
actions published in their statement ad-|
dressed to the chalrman of the New |
Haven board dated March 4, 1914, have|
heen submitted, and all exposed data re- |
Iating to tha transactions under review |
have bheen covered by papers, and in In-
numerable Instances where the name of a
third party was involved such Information
wis also covered up.

“Second—Whether T have been allowed
to inspect all transactions on the books |
of J. P. Morgan & Co. relating to the |
New Haven or Its subsldiaries 1 am|
unable to state |

“I do not know what accounts are on
thelr hooks except the few reported in /|
thelr statement previously referred to and
several deposit accounts, dividend and|
interests accounts, which they voluntarily
submitted,

Complains of Letters,

| distriet and the wording of the

out by the officials of al

It s sald that the directorate the
Mellen regime will contend that w r
losger occurred to the company were tha
results of errors of judgment for why
they ara not responsihle, and that the
statute of limitations will act as a bar to
prosecution

At the officen of J. I Morgan & «
It was announced that none of the men
hers of the firm had anything to sav re
Burding the report of the commiss

The commission's vigorous attack on ¢t
directorate of the New Haven was 1
chlef tople of conversation in the finand

the

"
il
L WAA
The general
report was

port
rubjected to much criticiam
opinlion seemed 1o be that
not a “dignified” one.

In condemning the directorate of the
company for the alleged loss of from §80,-
00,000 to $80,000,000 it was sald that the
commission had apparent!yv falled to take

the

" into consideration the enormous increass
In review of the correspondence, I can | n"wuges and taxes on the New Haven
( kep such letters only as are submitted by road and its subsidiaries during the last
them.  Whether they are all the corre-|ion vaara.  These increases, according to
spondence on the subject 1 cannot say, be- | o "man prominent In financial cireles,
yond the fact that such s thelr stutement amountsd to as much as $10,000,000 per
“Correspondence between J. 1. Morgan annum :
& Co. and third parties on the transae- ;

immunity, than, | x
through fear of bestowing immunity on (th® title of an ‘Investigation.
leave facts unknown and uncovered | C¢Asful
d therefore give Immunity to all ot only | h
¥ 14N [th: BrEsasubing. SOt tor thb wElaoeh “‘,1;{?‘-;:;_\' the avidence and Yimitations under |
]

tlons will, as a rule, he referced to such
partles and the!r consent obtained before
submission to me for inspection. J P
Morgan & Co, do not consider this proceed-
Ing before a proper tribunal, and it is only
before such a body or court that a proper
submis=ion of data will be effected.

“This prooedurs cannot ba dignified by

Nn sue-
conducted
Investigation

investigation
the parties

can be

wherein under

it must be accepted All that 1|
could conslatently state {8 thut T have seen |
certaln accounts and correspondence per- |
taining 10 such transactions, subsiantially |
confirming the profits and losses published |
in their statement of March 4, 1914, i

“Whether such records as | have mseen |

The report of the Interstate Commaerca
Commission d!d not have any appreciah’e
effect upon the stock, which closed at 567,
an advance of 4 for the day.

MELLEN ASSAILS REPORT.

Made for Polltical Purposes, Says
the Ex-President.

Bostox, July 13.-—-Charles 8 Mellen,
ex-president of the New Haven, attacked
the report of the Intarstate Commerca
Commission to-night in an Interview over
the telephona from his home In Btock-
bridge. He said:

“l can only explain this apparentlv
drastio report with ita multitude of ex-

. s i : E )
réveal the full story of thelr relations with | :;‘ﬂm:’ :-'rv”:;”. hl}llnf:i‘ Il'r.nul:;:{ lln'n :
the New Tiaven and its related companiea '_'_‘ “:4”. ) .n rm' I 1

| 1 have no evidence bheyond the nlu--nwnlj ‘U'..II d. ;“-(ln“.",‘:trp::fx..,ny to get the !‘m-

'J. P. Morgan Denies Complaint of Accountant

I
1

socurities |

WasHINoTON, July 13

| New Hawen discloses for the first time
that the commission recalled its account-
Jnm from the oMca of J. P. Morgan & Co.
hecausa the commirslon was dissatisfled
with the character of the account books

Kave Lo the accountunts.

The commission publishes as an ap-
pendix to Its report correspondencea that
| has passed between Commissioner Mo-
il‘hord and Mr. Morgan on this suhject,

The commisslon sent an expert ao-
countant, D, E. Brown, to the offica of
J. P, Morgan & Co. after Mr. Morgan
had made a public stavement In which
{ he said;

eonal records of my father are st.ll Intaot ;

they are available and ready for pro.
duction befors any proper tribunal at any
time."”

Mr. MeChord complained to Mr. Morgan
that the comunission’'a accountant reported
to him that he had been denled full
| access and had been obliged to designate
| sueh Information as he desired and that
lall information waa refused when a third
| party was involved in the transaction

“This 18 not the character of exam-
fnation 1 understood from your state.
ment you were willlng for our account-
ants to make, and it {8 not an examinn-
tion upon which any conclusivu ean be
based by tha commission as 1o what yvour
books do not show," wrote C‘ommisgioner
MeChord to Mr. Morgan, The commins-
sloner then made several sproific requests

Too thim Mr. Morgan replisd In part on
June 24:
| “With respect to your statement that
'the accountanis of your cominission in.
steadd of helng allowed free access to the
booke and papers concerning the trans-
actiona of the New Haven ratlrmnd and of
fts subsidiardes have been denied such

and ocorrespondence that the Morgan firm |

**The records of my firm and the per-

That All Books Are Not Open to
Investigation.

e ————

l beg to

accountia
e
|the subijer
| been

say t

ave been allowed free Ac-
books and papers benring on
you
reguired
Ifur what they desired,
time itvmn or subjeot,

“This course hus been followed in order
that the books and papers, many of which
ara in storage, might be producad in a
lconvenient and orderly way.
understood that the scoountants made any
objection to this, and it was obviously
& matter of convenient procedura.

“In peference to your statement that
‘when an item was shown them all other
ftemns were covered up,’ 1 hog ‘o say that,
| as 1 am informed, the ledger accounts with
the New Haven and [ts subsidiaries have
bheen exhibited fully and completely, and
that nothing has been covered sxcept
the of third parties, to which 1
ref 1 herelin.

“Your examiner Is mal
these accounts and taking fuil
#eripts of them for the informat!
of your commission. In tracing the
wer Items back through the journal
and ecasgh hooks other {tema appearing on

the same pages, but in no way concerning

88 1o o«
ask In a general way
Indlcating it by

names

on and

were of course covered up,

corning tha New IHaven transactions woere
Indicated in tha ledger accounts and these
entries were fully exhibited In every case
where desired, except where the name of
a third person was mentioned, and in such
CAses that name only was covered

"With respeot to wour statement that
‘nll Information concerning the finanecial
transact'ons of the New Haven rallroad or
[ Any of Its subsidiaries with 1. P. Morgan
| & Co. or 1 T Morgan has hesn refused
where a third person was Invelved in such
transactions, 1 hag to say that, as I am
Informed, all Information has been Kiven
In such transactions, except only the names
of the third person, which we falt we
should not glve,

“Mr. Morrow, who has heen sapeaially
In eharge of this matter for us, has sug-

| —

—

- SHANLEY’S

Superior Six - Course

. For

Informal
and
Delightful
' Dining

i Broadway— 43rd to 44th Street
|

Luncheon, 7 5¢(Music)

Breakfast from 8 A, M. in Grill Room

Cabaret Extraordinaire
Twenty Acts Every Evening 7to 1

Restaurant also in the Shopping

Zone — Broadway 29th-30th St,

?

*The journal and cash hook entrics con- |

J

The Interstate access and have been obliged to call rnrg!'nur report of July 9% and your wire of
Commerce Commission’'s report on the |*uch Information as they could designate, | July 10 the eomim'sslon ie of the oplnion
wt, as 1 am informed, )vlﬂ‘]lh!f it Is useless for vou to continue the

refer to, and have only |

| NO NOTICE OF WITHDRAWAL.

1 have not

(#loner McChord and Speclal Examiner D. |

of the firm's representatives that such ja
the casa’™

Then on last Saturday, July 11, Com- |
missioner McChord, after a consultation |
with members of the committee, recalled
Accountant Brown in the following tele-
gram:
“Davin FE. Brows, District Accountant,

Hotel MeAlpin, New York eity:

“In view of the statements made

inveatigation refarred tn.
fore return to Washineton.
= . MeCronp,
“Commissioner."

You will thera-

J. P, Morgan Saya He Has No Com-
ment to YWake,
The correspondence hatween Commis-

that T am tryving 1o escanpe
for the acts of the New
by shifting it on to the shoulders
of Mr. Morgan now that he s in his
grave. Every aet of the New Haven
of any importance at all during the period
of my control, which, | beliave, 18 the

pression
responsihility
Haven

I period covered by the Investigation, was

done with my completa knowledge and
sanction, with two exceptions,

“lI am prepared to defend svery ons of
thes: aots before any tribunal in the
country. 1 told the commission that 1
fuvored tha sale of the steamships and
that 1 did not sanction the Westchester
deal. T am prepared to go before the har
of publie opinion of tha Suprems Court
of the United States on my record. 1
acted consolentiously from the standpoint
of my #tockholders and tha publie
throughout.”

That part of the report which satd that
the antira Airectorate of the New Haven
had been wholly dom . nated by Mr Morgan

.. Brown, who was delegated to inspect iit‘hd 1&\’[1 Meallen was rend to tha ax-
| the firm's books In regard to Its transac- resident.
| ttons with New Haven and the dlsclosure “Well, the commission had teo knock

(NKE an auatysis | of
1rAN- | gian'e ax

that the examiners wers withdrawn be-
cause “full access to the records of J. P,
Morgan and J. P. Morgan & (0.” was not
granted, evoked ths follow!ing reply from
Mr. Morgan.

“The information published {n the after-
noon papers with regard to the withdrawal
the Interstats Commerce Commis-
aminers from the examination of
the hooks of our firm {8 the first Intima-

rald he, “and as I waa the oniy
liva man that they could get they pleked
me as the target. Don't they say how
much 1 had to do with dominating th
directors? I'd like to know how much
credit they glve ma and how much they
give Mr. Morgan IMd 1 céontréel them
1 per cent. and he 99 per cent, or did he
contro]l them 1 per cent. and 1 09 per
cent.? I think the commission belng nom!

rame one”

should

| tlon that 1 have had that they had been !nally, at least, a judiclal body,
|l'l"t'lllf‘l| have no comment to miake on [show A better xensa of equity in dispens
| the mattir Ing Its praiss and blama.*

the New IHaven or any of 18 saubsidinries, | - —

tern Brothers

#nd and Fird Streels, West of FFA Avenue.

have prepared, in their Men's Tailoring Depart-
ment, on the Third Floor, for to-day and con-
tinuing until Friday evening, the following
[Extraordinary Offering of

jii Men's Suits to Order
at $25.00

Regular Values $35, $38, $10, 842 and 345

[ s
(il PRESENTING a superb collection of niore
il than a hundred patterns of foreign and
| ‘domestic suitings to select from; including ex-
J treme light-weights for immediate wear, and
L medium weights, for all year round wear- plain
il blues, blacks and grays; also various checks, d

plaids and stripes and many handsome mix-
tures. Coats will be made, quarter, half or

It full lined, as desired. Extra charge of 107; for I
* sizes over 44 inch chest measure. i

It is a rare opportunity that brings such

splendid fabries into an offering of suits made to

M

measure and fit fully guaranteed, at $25.00




