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MERRIAM PROTESTS SALE OF AUTOMATIC
PHONE SHAW ARGUES FOR BONDHOLDERS
City club heard the two sides of the

automatic phone deal yesterday. Aid.
Merriam said the ordinance to be
voted on by city council Feb. 21 will
give away free gratis without cost at
least $4,000,000 of property value.
Att'y Ralph M. Shaw for automatic
bondholders said in-

vestors have lost from $5,000,000 to
$6,000,000' in the automatic and the
proposed ordinance gives justice to
these investors.

"There are sound agreements be-

tween cities and public utility cor-
porations, but this is not one of
them," said Aid. Merriam. "Here is
a corporation which came offering
the city cheaper phone rates, superior
service and prompt construction of a
system serving 20,000 subscribers. It
agreed in writing in a contract with
the city that its property should re-
vert to the city in case these condi-
tions were not complied with.

"Now this corporation comes to the
city and asks that it be allowed to"
sell its property, valued at $2,236,-19- 2,

for $6,300,000, of which the city
shall receive $500,000, and that

shall be added to the capital
account of its competitor. Its attor-
neys declined at first to state to
whom the sale was to be made or the
sale price. They resisted all efforts
to secure a count of the number of
phones and after a citizens' commit-
tee was finally secured they admitted
they did not have the requisite num-
ber, 20,000. The attorney for the
company finally became the chief law
officer of the city.

"They refuse to pay the monop-
oly value of $4,000,000, to which on
any calculation the city is entitled.
They denounce attempts to secure a
referendum as calculated to kill their
ordinance.

"One reason the city' of Chicago is
not in a better position with reference
to its public utility corporations is
j&at the munidpaiaa4)eett.aintrl
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hearted in pressing its just and legal
claims. Street railway conditions
suffered for years until the much-fear- ed

suit was brought to court and
the decision on the ar case
strengthened the city's position. Gas
litigation lagged four years to the det-
riment of the consumers because the
city hesitated to test its case. The
Commonwealth Edison Co. obtained
a settlement much more favorable
than could have been secured had the
city pressed its claims.

"The people of Chicago are not de-

sirous of litigation for litigation's
sake, but the municipality undoubted-
ly would be in a far stronger position
if it showed a willingness to fight for
its rights when necessary., The gen-
eral understanding that the munici-
pality proposes to stand up for its
rights in contract matters will itself
prevent many of the controversies
now brought upon us by those who
hope to intimidate the city.r "There is no valid reason why the
city of Chicago should interest itself
in the payment of a large sum of mo-
ney for the elimination of competi-
tion in this city nor for the junking of
the automatic phone service. If it is
worth $4,000,000 to eliminate com-
petition and establish a monopoly
situation in Chicago, then this
amount should be paid to the city of
Chicago itself and not to any out-
side corporation. If $2,236,192 rep-
resent the value of the tangible prop-
erty of the automatic telephone com-
pany and $4,000,000 represents the
value of intangible property or fran-
chise or monopoly value, then the
la'tter amount certainly belongs to
the people of Chicago. On this basis
the city should receive compensation
to the amount of $4,000,000."

"The city simply consents to a
sale," said Ralph M. Shaw. "It makes
no difference to the city whether the
automatic company gets $1,000,000
for itspxpjst jgr ja&OQJQiJP, Ji

sststmmtmammmmtmmmmmmmtmm

SB


