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•words, it is entirely hearsay, and If the allegations in the petition could 
be corroborated they surely would bo lor the following reasons : 

(a) Since the election a great many agents, attorneys, and detectives 
on behalf of Mr. Henry Ford have traveled up and down the State of 
Michigan collecting evidence. They have represented themselves to be 
members of the American Protective League, the representatives of the 
Department of Justice, and the representatives of Truman H. Nowocrry. 
They have examined poll books and poll lists in nearly every county. 
They have had access to the election returns in nearly every county. In 
some cases it is said they have had access to the ballots themselves. As 
an illustration of their methods the situation in the city of Grand Eapids 
is an example in point. The United States district attorney for the 
•western district of Michigan is Myron H. Walker, a Democratic ap
pointee. Mr. Walker, with no grand jury proceedings pending and no 
commissioner conducting an examination, summoned a largo number of 
•witnesses formally and informally to his office and toot their statements 
frequently before a stenographer representing the Ford interests. He at 
times would issue a note in his own nuniiwriting directing persons to 
come to his office. At other times he would use a Want form used by
the Department of Justice or by the American Protective League to get 
people In his office, and frequently these illegal and improper summonses 
£e caused would be served by volunteer women Red Cross workers, driv
ing Red Cross ambulances in the city of Grand Eapids, who, of course,
had no consciousness of the political uses to which their patriotic serv
ices were being put. If methods of this description produced proof, this 
proof and not mere hearsay should be laid before the Senate before the 
elaborate program now contemplated is undertaken. 

3. All the ballots, poll books, and election history in the State of 
Michigan is now in a state of perpetual preservation under final injunc
tions issued by the two United States courts in the State of Michigan, by
•virtue of a stipulation entered into between counsel for Henry I'ord and 
Truman H. Newberry, so that there is now no proof of this description 
which will not be available for the new Senate, the proper body, if it 
determines there are facts which warrant an investigation or a recount. 

4. In connection with the requested recount attention should be called 
to the following facts: ,

(a) The campaign put up in Michigan on behalf of Mr. Henry Ford 
can be shown to have been generally regarded as the most elaborate,
expensive, and pretentious in the history of the State. 

(b) In every county an elaborate newspaper advertising campaign was 
carried on at an apparently tremendous expense. 

<c) In every county literature was freely distributed through the 
mails by messenger boys and even to handbills. 

(d) A most elaborate and pretentious billboard campaign was con-
Gucted throughout the State of Michigan, the expense of which must 
have run into very large figures. 
- <e) A very expensive, elaborate, and pretentious booklet was prepared 
and distributed to a number estimated at about a half a million. Testi
mony from all over. the State can be produced indicating that this 
pamphlet was mailed to every voter in the State of Michigan, and in 
some cases to the same voter on two, three, or four occasions. It is be
lieved it can be shown that the cost of printing this pamphlet alone must 
jbavc been $75,000, that postage on this one piece of literature must have 
been from $10,000 to $15,000, and the cost of addressing and distribut
ing would bring this one item alone, so far as expense is concerned, into 
extremely large figures. There can be no doubt of its political effect. 

<f) Two occasions, at leaBt. can be shown where Democratic postmas
ters had mall carriers distributing Ford literature the Sunday before 
election and witholding other mail from distribution until the Ford 
political mall a day or two before election had been distributed. 

tg)  It will be further shown that outside of Wayne County, in which 
Is located the city of Detroit, the majority of Truman H. Newberry over 
Henry Ford was approximately 45,000. The normal Republican major
ity (including the city of Detroit) is approximately 30,000. yet Mr. 
Ford carried Wayne County by over 35,000 majority. In bringing about 
this peculiar, remarkable political upset it will be shown that Ford 
workers in great numbers were around nearly every booth with litera
ture, cards, and banners; automobiles carrying his workers around 
labeled with appropriate banners were never so thick. Out of approxi
mately 300 voting precincts in the city of Detroit apnroximatcly 40 are 
precincts notoriously known as politically controlled." It will bo shown 
that in each and everyone of the precincts of this description Mr. Ford 
carried them by a majority running as high as 2, 3, and 4 to 1, although 
Republican candidates had like majorities in a great many of such nrc
cinets. 

(h) It will be shown in some precincts that the Ford workers insisted 
on voting men who were not registered; in some cases men whose citi
zenship was doubted. 

(i) In addition to this political organisation so built up it will be 
shown that there is a Ford agent for the sale of Ford cars in nearlv 
every hamlet in the State of Michigan. These Ford agents wore in 
nearly ail cases made the political headquarters of the Ford camnaicn 
the place from which workers were furnished cars and literature thus 
affording a setnivolnnteer organization unparalleled. ' 

It is because of facts and circumstances as above enumerated that it 
is believed it can be demonstrated that the major portion of the Dolitiral 
activity and expenditures of money on the election was done ou behalf 
of Mr. Ford, who some time after the election in an authorized pub
lished statement said in effect the election was free from any in-eca-
Ini*itics. 

TliUMAN H. JS 
IJy J. O. MUJWIX,

Ilia Attorney at Law and in Pact. 
VAUDATIOX OF WAB COXTBACTS. 

-Mr. CHAMBERLAIN. Mr. President, lias the morning busi
ness been concluded? 

Tim PRESIDING OFFICER (Mr. HOLLIS in the chair). 
The morning business has been closed. The Calendar, under 
Biilo VIII, is In order. 

Mr. CHAMBERLAIN. I more that the Senate proceed to 
the consideration of House bill 13274, the unfinished business. 

The motion was agreed to; and the Senate, .as in Committee 
°n -I le TV'!l0lc' resumed the- consideration of the bill (H. It. 
18274) to provide relief where formal contracts have not been 
Hiiide in the manner required by law, which had been reported 
tnnn tlie Committee on Military Affairs with an amendment. 
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Mr. CHAMBERLAIN. Mr. President, this measure is one of 

very great importance to the country, involving as it does the 
validation andpayment of contracts amounting to §1,600,000,000, 
and possibly $2,000,000,000. In view of its importance, I sug
gest the absence of a quorum. 

The PRESIDING OFFICER. The absence of a quorum is 
suggested. The Secretary will call the roll. 

The Secretary called the roll, and the following Senators an
swered to their names:

Beckham Hitchcock McNary Spencer

Borah Hollis Martiu.Va. Sterling
Colder Johnson, Cal. New Swanson 
Chamberlain •Tohnson, S. Link. Nugent Thomas 
Colt Jones. Wash. Overman Townsend 
Curtis Kellogg Penrose Trammell 
Fletcher Kenyon Pittman Walsh 
Fralinguuyseii King Pomereno Warren 
Gay Knox Shafroth Watson 
Gronna La Follette Sheppard Weeks 
Hardwick Lenroot Smith, Ga Williams 
Henderson McKeilar Smoot 

The PRESIDING OFFICER. Forty-seven Senators have an
swered to their names. There is not a quorum present. The 
Secretary will call the roll of absentees. 

The Secretary called the names of the absent Senators, and 
Mr. BASKHEAD, Mr. CuaraiNS, Mr. HALE, Mr. HAKBDSG, Mr. 
KntBY, Mr. LODGE, Mr. MABTIN of Kentucky, Mr. MOSES, Mr. NEE-
SON, Mr. POLLOCK, Mr. RAHSDKCX, Mr. SHERMAN, and Mr. SMITH 
of Arizona answered to their names when called. 

Mr. SIMMONS entered the Chamber and answered to his name. 
The PRESIDING OFFICER. Sixty-one Senators have an

swered to their names. There is a quorum present. 
Mr. CHAMBERLAIN. Mr. President, as I stated awhile ago,

this is a measure of very great importance, and I do hope that 
Senators will undertake to reach a proper solution of the qxies
tion, which involves something like $1,600,000,000, and possibly 
more. It grows out of section 3744 of the Revised Statutes, or 
the failure of the departments to observe the provisions of that 
statute in the making of so-calied war contracts. In order to 
get the matter before the Senate in proper shape I am going to 
ask to have the Secretary read into the RECORD section 3744 of 
the Revised Statutes. 

Tlie PRESIDING OFFICER. The Secretary will read as 
requested. 

The Secretary read as follows: 
It shall be the duty of the Secretary of War, ot the Secretary of the 

Niivy, and of the Secretary of the Interior to cause and require every
contract made by them severally on behalf of the Government or by
their officers under them appointed to make such contracts, to be re
duced to writing and signed by the contracting parties with their names 
at the end thereof, a copy of which shall be Bled by the officer making 
and signing the contract in the Returns Office of the Department of the 
Interior as soon after the contract is made as possible and within 30 
days, together with ail bids, offers, and proposals to him made by per-
sons to obtain the same, and with a copy of any advertisement he may
have published inviting bids, offers, or proposals for the same. All the 
copies and paper in relation to each contract shall be attached together 
by a ribbon and sealed and marked by numbers in regular unlcr accord
ing to the number of papers composing the whole return. 

Mr. CHAMBERLAIN. There are certain other sections fol
lowing the one just read to which I deem it tinnecessary to call 
particular attention at this time. It so happened that during
the progress of the war many contracts were entered into where 
the formalities of the section just read were entirely complied 
with; but as the emergencies grew and demand for many o£ 
the supplies which were necessary for the successful prosecu
tion of the war became more insistent the War Department unrl 
its officers and agents began to disregard the provisiou of" the 
statute. It happened that many supplies, munitions, and ia 
fact everything needed were ordered by letter, some by tele
phone and telegraph, and I believe iu some instances by appeals 
made on the ground by representatives of the Government to 
men who were engaged in the manufacture of munitions and 
other, supplies, appealing to tlieir patriotism to go ahead and 
manufacture the things that were needed by the Government. 
In nearly every case, and I think possibly in every case where 
this appeal was made to men who were familiar with the re
quirements of the statute, it was complied with, and men oC 
large means, and frequently men of small means, individuals,
firms, and corporations proceeded to manufacture without hav. 
ing any form of contract executed with the Government, rely
ing upon the justice and integrity of purpose of tlie Govern
inent officials to see to it that they were paid later on. 

Mr. POMERENE. Mr. President 
The PRESIDING OFFICER. Docs the Sena lor from Oregon 

yield to the Senator from Ohio ? 
Mr. CHAMBERLAIN. I yield. 
Mr. POMERENE. Tiie Senator from Oregon has referred to 

the infonnalitr of many ofihe contracts. If Jio will permit me, 
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I should like to submit another Instance that was called to my
attention some time ago, in which a representative of the Gov
ernment waited upon a manufacturer, found that his plant was 
especially well equipped for a certain product, and this manu 
facturer did not then care to take up that line of manufacture. 
The Government official said to him if lie did not do it they
would immediately commandeer his plant. Of course, the manu
facturer only desired to do his full duty toward his country, 
and he took up this line of work, and now he is met with the 
statement that his contract was illegal. 

Mr. CHAMBERLAIN. I am glad to have the Senator call at
tention to that, but it is only one Illustration of a great many. 
In auy event the War Department, I think, was undertaking to 
reach an adjustment of invalid or in many instances irregular 
contracts when the the Comptroller of the Treasury, Mr. War-
wick, rendered a decision which stopped the negotiations for 
the adjustment of contracts, or practically stopped them, be-
cause in effect he held that they could not be paid even if 
an ascertainment- was had as to the amount due from the 
Government to the contractor. 

This has resulted, Mr. President, in great confusion. There 
was probably no question about the legality of the ruling of 
Mr. Warwick. It not only resulted in confusion in this country
but in France and Great Britain, where there were many con-
tracts being performed by Jhe^e Governments or by their citi
zens. In. many cases consent to their cancellation was agreed 
to by the authorities there. It was impossible for our Govern
ment to do anything toward the adjustment of these contracts,
because there was no way to pay them after the adjustments had 
been reached. The result lias been, as the testimony shows in 
the hearings before our committee, that in some instances the 
French Government and individuals in France and in Great 
Britain are proceeding to carry out the terms of tin irregular 
contracts which they had, which consisted merely of an order 
and an acceptance upon the part of the manufacturer to per-
form their part of the contract, and the whole proceeding of 
settlement has been stopped. 

Mr. President, without going into details I ctdl attention to 
the fact that after the decision of the comptroller the War 
Industries Board had prepared and sent up to be introduced in 
Congress a bill which would validate these irregular contracts. 
That bill was introduced on the 5th day of December, 1918,
by myself at the request of the War Department. That bill 
was referred to the Military Affairs Committee and was taken 
up for consideration, with the result that a subsequent bill 
introduced in the Senate under date of January 2, 1919, by the 
Senator from Nebraska |Mr. HITCHCOCK] and referred lo the 
committee, Avas reported out by the Committee on Military
Affairs, as probably the best bill on the subject up to that time. 

Later on the committee reconsidered its action with refereuce 
to this question. They heard further evidence about the whole 
situation, and subsequently, on the 9th day of January, author
ized the chairman of the committee to report out a substitute 
for nuy bills that might be pending, or, rather, as an amendment 
to be taken up in whatever wny the parliamentary situation 
permitted. 

Still later, Mr. President, the committee, without further 
action than as above stated upon any of these bills, had referred 
to it House bill 13274. It is now Order of Business 597 on the 
Senate Calendar. It was known ns the Dent bill, and had for 
its purpose the same object the bills which I have just been 
mentioning. Then the Committee oil Military Affairs of the 
Senate reiwrted out as n substitute for the so-called Dent bill 
another bill which embodied what is conceived to be the best 
features of the bills I have just been discussing. That bill was 
reported to the Senate on (lie 13th day of January, striking out 
jtll after the enacting clause and substituting therefor the bill 
which the Semite Military Affairs Committee agreed upon. 
Tlmt is (ho bill which is now before the Senate. 

I do not know that there is more I desire to say with refer
ence to the matter now, but I suppose it will be discussed quite 
ut length, and I may have something to say about it later. 

Mr. LENROOT. I should like to ask the Senator from Oregon 
n question in reference to the first portion of the bill validating 
contracts (hat have been defectively executed or not executed 
in compliance with the law. I want to ask the Senator whether 
in his opinion this would make a valid contract so that the con-
tractor would be able to claim and receive unearned profits? 
In other words, here is a contract for, we will say, $10,000,000 
worth of munitions. Only $1,000,000 worth of it has been re
ciived. The Government could not be held to pay the profit 
upon the $9,000,000 which it had not received in munitions? I 
nsk the Senator whether under this language it would not so 
validate that procurement order, for it may have been only in 
the form of a procurement order, that the contractor would re

ceive his entire profit upon the $10,000,000 worth of munitions,
although he had not earned a profit except upon XI ,000,000 
worth? 

Mr. CHAMBERLAIN. Does the Senator ask whether the bill 
is drawn in such a way as to permit that? 

Mr. LENROOT. Yes. 
Mr. CHAMBERLAIN. The testimony before the committee 

shows that it was not the intention to have the profits the? Sena
tor speaks of paid. 

Mr. LENROOT. What is the Senator's opinion as to the bill 
properly guarding the Government against that situation? 

Mr. CHAMBERLAIN. I think the bill is broad enough to 
protect the Government. It seems to me there is a clause in it 
that does do that very thing. 

Mr. McKELLAR. If the Senator will permit me, I call his 
attention to the language on page 5 of the bill: 

The Secretary of War is authorized and directed, on belialf of the 
Government, to enter into such contract with such individual, firm, 
company, corporation, or foreign Government as will, under all the 
circumstances, fairly and equitably compensate him or it for the ex
penditures made, obligations Incurred, equipment, materials, or sup-
plies furnished or acquired, or services rendered, as aforesaid. 

It excludes any pay for anticipated or speculative profits. 
Mr. LENROOT. That may be true, but that only relates to 

the cases described in that paragraph where no contract had 
been entered into. The preceding paragraph, concerning which 
I now direct my inquiry, is where the contract has been made 
but not fully executed in compliance with the law. 

Mr. McKELLAR. I will say to the Senator in reference to 
that, that the first section-applies to those contracts where they
have been signed, but not technically property signed. 

Mr. LENROOT. I understand that. 
Mr. McKELLAR. When we give them by this act a proper 

signing the rights of the party are dependent ui>on those writ-
ten contracts which the contractor lias already signed, and, of 
course, the Government is bound by that. 

Mr. LENROOT. That would be true if the first paragraph 
was limited to contracts of that character; but the very first 
paragraph also validates all procurement orders that have been 
accepted. 

Mr. McKELLAR. No; that is the second paragraph. 
Mr. LENROOT. No: the first. The language is: 
When such agreement anticipated procurement order, and such 

agreement was reduced to the form of a contract or accepted procure
ment order and executed or signed on behalf of the liovernmeiit. 

I understand all the contracts do provide for cancellation. 
Mr. McKELLAR. Those procurement orders are in writing

also, and the Government is bound by the procurement order in 
the same way a? in a contract. 

Mr. LENROOT. Am I correct in my understanding that where 
the contract was actually made it has in all cases provided for 
cancellation? 

Mr. McKELLAR. It has: that is my understanding. 
I want to say to the Senator that there are thousands of these 

contracts improperly signed, and they have changed the verbiage 
of the contracts from time to time. I have never seen all ot 
them, but I am informed that they all provide 

Mr. LENROOT. I mean that that is the practice. 
Mr. McKELLAR. That is the case, although they provide for 

•aacellation. 
Mr. WEEKS. I remember that the matter was brought ur 

in the committee and that question was asked, and much to 
my surprise I think the opinion was furnished the committee 
that ali contracts did not contain the cancellation clause. 

Mr. McKELLAR. That is correct as to the first contract, 
and that was the testimony before the committee, as the Sena
tor from Massachusetts has described; but later on they had a 
form of contract, which was stated to be the standard form of 
contract, in which cancellation Mas provided." So, as I said, 
•ven the written contract is involved in a good deal of doubt. 

Mr. LENROOT. Then, I take it, it is admitted that under 
he language in the first paragraph, as the bill stands, it wil1 

)ind the Government to pay the full price or the profits that 
would have been realized upon the canceled portions of the 
contract. 

Mr. McKELLAR. No; I do not think that would be the cast 
at all. I will state what the bill does. The first paragraph is tc 
bind the Government to precisely the same written contract 
called either a contract or a procurement order, that its agent, 
signed, but signed improperly. 

Mr. LENROOT. I agree to tlmt; but does the Senator thin! 
where such a contract has been made by anyone without an: 
provision for cancellation the Government should be held to * 
validation of that contract, compelling the Government to pa. 
unearned profits? 
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Mr. McKELLAR. I am very frank to say to the Senator I 
ao uot, and if he has an amendment to offer making it certain 
that no prospective or speculative profits are to be considered,
I shall take gre.it pleasure in"making it clear, so far as my vote 
can do so. I thought thero was a specific statement in this bill 
on that subject. There was one in the bill that our subcommittee 
prepared. 

Mr. LENROOT. The Senator then would not object to a gen
eral provision being placed in the bill that no unearned.profits 
shall be awarded in the adjustment of any of these contracts,? 

Mr. McKELLAR. That would depend on the kind of profits, 
trat no unearned profits, surely. • 

Mr. FLETCHER. May I call the Senator's attention to the 
authority given the Secretary of War in lines 7 and 8,. and so on, 
•upon page 5? The authority is " to enter into such rontract -with 
such individual, firm, company, corporation, * * • as will,
under all the circumstances, fairly and equitably compensate 
liin or it for the expenditures made, obligations incurred " 

Mr. LENROOT. If the Senator will examine a little further,
he will see that that applies only to one class of enses. It is 
the first paragraph I am now speaking of. 

• Mr. FLETCHER. Oh, I see.' 
! Mr. LENROOT. That is not covered by tliat at all. That 
validates the contracts as they stand, although defectively exe
cuted. 

Mr. FLETCHER." All the Government is there authorized to 
Bo is to waive noncompliance. 

Mr. LENROOT. Certainly. That makes the obligation on 
the Government whatever it might be. 

Mr. FLETCHER. It does not obligate the Government to 
make a contract that requires lie Government to go on and 
reverse its entire policy. 

Mr. LENROOT. If we waive the defective execution of the 
contract, we validate that contract. 

Mr. McKELLAR. If the Senator will permit me, I will say
that, of course, it was the argument of those contractors who 
appeared before the eoninjlttec that flic Government having
made a written contract with them, it should be bound by it, 
even though It was defectively executed by the Government's 
own agent. The Senator must see that there is weight in that 
argument. On the other hand, it was the «ontraetor's duty, 
as it seems to me, to see that he had a contract that was properly
<S3Gcutetf by the Government agent, as well as the Government's 

iduty"tij!''sesr to that same thing. Tinder the circumstances, it 
"seems t» me that if we give this particular Mad of a written 

t i a higbef and better position than the classes of eon
£Ete--second paragraph, we are doing an injustice to 

e wfttt-tlH not have written •contracts. For that reason I 
wttHag to support an amendment which the Senator or 

ong may offer on that subject. 
Mr. FLETCHER. There is a provision also that the Secre

tary of War shall find whether or not it is consistent with the 
public interest 

Mr: LENROOT.- I do not think that that would go to the 
question of unearned profits. 

Mr. WEEKS. May I suggest to the Senator from Wisconsin 
that these men have no- valid contracts, and the purpose is to 
validate a contract so that a claim may be made. They have no 
case in court as the matter now stands. Being given a case in 
court, then tho extent of the payment to them is a matter of 
fletermination to be reached through tho machinery which has 
fceenprovided in the bill. 

Mr. LENROOT. But If the contract is validated to the full 
extent, then they have a legal claim. 

Mr. WEEKS. Not unless they have a completed claim. Of 
course, if they had completed only one-tenth of the contract 
thero would be no basis for a claim for tho profits on the other 
nine-tenths. 

Mi-. LENROOT. I beg I lie Senator's pardon, if the Govern
ment canceled It, tlirougli no fault of their own, certainly the 
general rule of lnw would bo that they would be entitled to the 
profits thej^ would have received. 

Mr. WEEKS. The Government in ordinary cases always re
tains the power of cancellation. It had failed to do so in some 
cases until the matter wns brought to the attention of the de
partment by the Committee on Appropriations. After that all 
contracts did contain it. 

Mr. LENKOOT. Rut the objection I am making to the bill 
is niat ]t it applied to contracts iiloue I do not think any great 
aanger would exist: but it validates procurement orders'that 
juiyo iK>eu accepted, which, of course, do not contain tho cancel
lation clause.. 

}l:'- }VEKKS. I do not think that anyone would object to 
inflecting tho Government in the payment of unearned earnings. 

Air. LKXUOOT. I appreciate that. 

Mr. WEEKS. I think it is protected, but, so far as I am 
concerned, I would not object to an amendment of that kind. 

Mr. SMITH of Arizona. Mr. President, I should like to state 
that I just received a telegram this morning of protest from 
long-staple cotton raisers in Arizona and southern California in 
regard to the importation now of many thousands of bales of 
long-staple cotton. These men have been prohibited, I under-
stand, by rulings of tho Government from the sale of .'their cot-;
ton at all. They have now on hand two years of cotton that 
was selling at 70 cents or over in the market. That sale has 
been prohibited by the action of the Government. The War 
Trade Board is now permitting the Importation of tons and tons. 
of Egyptian long-staple •cotton, bringing the price down beyond 
the power of raising cotton on the lands of which I speak. It 
seeiis to me if there is any equity in any of this measure, and 
I have no doubt there is great equity in the purposes of the bill,
these people should not be neglected. 

I do not know how. to get at it except by a bill preventing the 
importation of long-staple cotton until the cotton now on hand,
that the Government prevented the sale of when the raiser could 
get his price for it has been disposed of. 

With the many ramifications that the whole question contains,
I know if I introduce a bill to stop the importation of long-staple; 
cotton for this year, which would permit the sale of this cotton,
I would find very great difficulty in getting that bill through 
both Houses of Congress between now and the 4th day of next 
March. I see from the humor \he suggestion causes the very
impossibility of the suggestion even; but I wanted to know if. 
there are any cases in this bill touching on that peculiar class 
of equity outside of any contractual relations; and if so, I 
should like to have an amendment put in somewhere to protect 
these people in their cotton, which has been absolutely confis
cated as far as their profits are concerned. 

Mr. CHAMBERLAIN. I will state to the Senator that there 
is not anything of that kind in the bill. 

Mr. McKELLAR. Mr. President, further in reference to 
" prospective or possible profits," especially I desire to call the 
attention of the Senator from Wisconsin and of other Senators 
to section 6 of the bill which is known as the Hitchcock bill, which 
was.prepared by our subcommittee and reported out of the full 
committee; and I desire for just a moment to explain what that 
means. It is a little different from the bill which has since been 
reported by the committee, known as the Chamberlain bill. The 
committee at first reported out what is known as the Hitch-
cock bili, which provided for a commission to take charge of the 
settlement of these claims and to pass upon them. I think, as a 
matter of fact, when Senators come to consider the matter here 
they will agree with the Senator from Nebraska [Mr. HITCH-
COCK] and myself that that Is the wisest bill. I especially desire 
to call Senators' attention to section 6 of the Hitchcock bill,
which reads: 

That In no case, however, shall any award either by 1:hc commission 
Or the Court of Claims include prospective or possible profits on any part 
ol the contract beyond the goods and snpplies received ana actually de-
livered to the United States, and a remuneration for expenses neces
sarily incurred in preparing to perform sairt contract or order so can
celed. 

Mr. POMERENE,' Mr. LENROOT, and Mr. STERLING ad-
dressed the Chair. 

Mr. McKELLAR. I yield first to the Senator from Ohio. 
Mr. POMERENE. Am I right in understanding that the 

words " for expenses necessarily incurred " Include the cost of 
any additional equipment and machinery or plants or buildings 
or anything of that sort? 

Mr. McKELLAR. Of course that is true. It is the purpose 
of this section, I will say to the Senator, to exclude the kind of 
profits that were spoken of awhile ago by the Senator from Wis
consin [Mr. LENIIOOT]. I thought that that particular provision 
was in the pending bill as reported by the committee; but I find 
that it is contained in what is known as the Hitchcock bill. It 
ought to be embodied in whatever bill is passed, of course, be
yond the shadow of a doubt. I now yield to the Senator from 
Wisconsin. 

Mr.. LENROOT. I simply desire to say that I agree with the 
Senator from Tennessee, that if section 6 is incorporated us? a 
part of this bill it will fully cover the case and protect the Gov
ernment. 

Mr. McKELL.VR. I will say to Senators that I intend to offer 
that section as an amendment to the ponding bill, of course not 
on behalf of the committee, luit I shall have to do it personally. 
Now I yield to the Senator from South Dakota. 

Mr. STERLING. Mr. President, I was just about to ;isk the 
Senator from Tennessee ns to whether or not the Hitchcock bill 
provided that tlie commission, in the first instance, instead of 
the Secretary of War. should pass upon the contracts, as pro
vided in the pending bill. 
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willing to have that done, because it left an arbitrary power 
in the hands of one man which might be performed by any
officer—by a second lieutenant, a first lieutenant, or a major, or 
whoever he might be—and that would be the end of it. In view 
of that objection, this amendment was framed by the committee, 
of which I have spoken, composed of the Senator from Nebraska,
the Senator from New Jersey, and myself. We provided that a 
commission should have original jurisdiction, should take entire 
charge, should have the right to appoint subcommittees or agents 
to take proof where necessary in localities where the contracts 
had been made, at the situs of the contract of of the contractees,
that they should report to the commission, that then the commis
sion should have the right to pay down 75 per cent of the amount 
claimed to be due, and if the contractors were not satisfied they
would have the right to go into the Court of Claims for the other 
23 per cent. We thought that was absolutely fair, and I still 
think it is fair and the best plan yet offered. 

I believe—and I understand the Senator from Nebraska is of 
the same opinion—that, with one or two amendments added,
that would be the best bill of all three, including, of course, the 
House bill, for I do not think anyone will contend that the 
House bill is right. I do not think even the War Department 
is satisfied with that bill. Surely it is not the bill that ought 
to be passed by the Senate. The Hitchcock bill conies nearer 
being the right thing, because it puts the matter in the hands 
of an independent commission to settle these contracts as 
equity may require. We want to be absolutely fair to the con-
tractor, and, at the same time, we want to be absolutely fair 
to the Government; and we believe that under the terms of 
the Hitchcock substitute the Government's rights would be care-
fully guarded and at the same time the rights of the contractors 
would be absolutely and fairly and squarely guarded. 

Mr. BORAH. Mr. President 
Mr. McKELLAR. I yield to the Senator from Idaho. 
Mr. BORAH. Mr. President, I'understand the Senator from 

Tennessee is now speaking in behalf of the substitute. 
Mr. McKELLAR. I will say that there was a £ood deal of 

dissatisfaction with the Hitchcock substitute a her it \v;is 
reported by the committee. A committee of contractors mine 
down here. They were very fair-minded men, and, by the way,
aided us very greatly. They made suggestions about the matter 
wliich were very valuable. As a matter of fact, a new substi
tute was reported thereafter by the committee which embodied 
the House bill plan and under which the Secretary of War is 
to go ahead and work it out as best he can, and there is then 
given the right of appeal to a commission to be created. That 
is under the last substitute imported by the committee. 

Mr. BORAH. How is the commission to be created? 
Mr. McKELLAR. It is to be appointed by the President and 

confirmed by the Senate. It is to consist of three men—one 
from the AVar Department, one from the Department of Justice, 
and one from genera) business. I think if the Senator from 
Idaho will examine into the matter he will find that every
safeguard has been used in reference to this commission. 

The principal point of difference between the two plans is 
under the Hitchcock substitute the commission is given original 
jurisdiction to pass on all these claims, and it is directed to 
JMI.V 75 per cent of them at once, which I think is a very proper 
thing, because many concerns will be likely to go into bank
ruptcy unless some sort of arrangement of that kind can be I 

Mr. McKELLAR. I am glad to explain that to the Senator. 
The Senator from Nebraska is going to explain it later, but, if 
he will permit me, I will answer the question of the Senator from 
South Dakota. 

The Hitchcock bill was prepared by a subcommittee composed 
of the Senator from Nebraska I Mr. HITCHCOCK], the Senator 
from Xew Jersey [Mr. FRELINGHUYSEN], and myself. We took 
testimony and we heard the whole matter; we reported the bill 
back to the committee; and the committee reported it to the 
Senate favorably. There was objection to the bill, however, 
on the part of the War Department, because it was claimed by
the department that it took the entire settlement of these con-
tracts out of the hands of that department. At a matter of fact,
it did place the whole matter of settling these contracts in the 
hands of the independent commission proposed to be appointed 
under the terms of the bill. Our authority for the appointment 
of such a commission was the commission which was appointed
after the Spanish-American War, which we had been informed 
worked very well indeed. Most of the contractors, I think, 
were substantially in favor of that. The bill as passed by the 
other House merely directed the Secretary of War to go ahead 
and settle these contracts, his opinion and determination of the 
matter to be final. Of course, this does not mean that the Sec
retary himself settles these contracts. It practically means 
anyone in his department. The contractors were not, however, 

made. If a contractor is dissatisfied as to the other 25 per cent,
he has the right of appeal to the Court of Claims, just as is 
provided by law in other cases. I think that is entirely, proper. 

The substitute, I will say to the Senator, if he will excuse 
me just a moment, provides that all preliminary work shall be 
done by the department and that either the Government or 
the contractor has the right to appeal from the ruling of tuts 
department to this commission. In other words, the commission 
in,the substitute which I will call the Chamberlain substitute,
the last bill reported, makes the commission an appellate body,
while the Hitchcock substitute makes it a body of original 
jurisdiction. 

Mr. BORAH. Do I understand that the Government and the 
Individual contractors both have the right of appeal? 

Mr. McKELLAR. Both have the right of appeal. By the 
way, I want to call the Senator's attention to that, because it 
was a somewhat disputed matter in committee as to whether 
or not the Government ought to have the right of appeal. 
think it absolutely essential that the Government, as well as 
the contractors, should have the right of appeal from the deci
sion of the department. 

Mr. BORAH. Whose business would it be to take such an 
appeal on behalf of the Government? 

Mr. McKELLAR. The Department of Justice. 
Mr. STERLING. Mr. President, there is this feature about 

the matter to wliich I should like to call the Senator's attention. 
If the representative on this commission of the Department of 
Justice agrees with the Secretary of War in his award there 
can be no appeal on the part of the Government. 

Mr. BORAH. That is what I was thinking about. 
Mr. McKELLAR. I will say to the Senator from' South Da

kota that this is about the best way the matter could be worked 
out; but if the Senator has any better way to give the Govern
ment an appeal, I for one will cheerfully accept it, for I desire 
to say that it was the earnest purpose of every member of the 
subcommittee and of the full committee to get a system of vali
dating these contracts which would be fair to the contractor 
and as absolutely fair to the Government. In my judgment, we 
must protect both, and that is the committee's judgment. 

Mr. BORAH. Mr. President, why not create a tribunal wholly, 
separate and apart from the Government, composed of men who 
are not in any wise associated with the Government, so that we 
should have a tribunal passing upon the matter without violating
either directly or indirectly the principle that a man shall not 
sit upon his own case? 

Mr. McKELLAR. If the Senator from Idaho feels that way,
about the matter—and I agree with him heartily, for I am going 
to vote that way—then lie should vote for the Hitchcock amend
ment. I am going to vote for the Hitchcock amendment first, 
and I will sny that I endeavored to amend the committee sub
stitute to provide the best method that we could. 

Mr. POMERENE. Mr. President 
Mr. McKELLAR. I yield to the Senator from Ohio. 
Mr. POMEREXE. I am advised that there are about 6,000 of 

these contracts. 
Mr. McKELLAR. There are a good many more than that 

number. 
Mr. POMERENE. I was told the other day that there would 

be about 25 per cent of them in which there would be consid
erable dispute. The so-called Hitchcock bill provides for one 
trial commission. Assuming that there are 300 working days 
in the year, the commission would be occupied for n whole year 
if it tried anil decided five cases a day. I know a good many, 
of these manufacturers are very much embarrassed financially, 
now; they need tiie money due them; and they need it right 
away. If many of them are to be held up for ;i goodly portion 
of a year before they can get an adjustment, we .shall have 
financial ruin staring many of them in the face. 

Mr. McKELLAR. If the Senator feels that way about it, I 
repeat he should vote for the Hitchcock amendment, and vote 
for it quickly, and we should pass it just as soon as we can and 
have it enacted into law. These contractors can get 75 per cent 
of their claims right away, and they can get the entire amount 
if they come to an agreement with the commission. I presume 
in 95"per cent, perhaps in 97 per cent, of the cases they will 
have no trouble about coming to such an agreement. I agree 
with the Senator that it ought to be done, and ought to be 
quickly done. I do not agrije with the Senator about the Hitch-
cock plan taking so much time. I think probably 9S per cent 
of the cases will be adjusted by agreement without any trouble. 

Mr. POMERENE. Does the Senator mean by the payment 
of 75 per cent of the claim 75 per cent of the amount which i» 
found due by the commission? 

Mr. McKELLAR. Yes. 

 I 
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Mr. BORAH. Mr. President, I was going to ask the Senator 
from Ohio a question before he took his seat. I think the Sena
tor lias raised a very proper point for consideration when he 
suggests that speedy determination of these claims might be 
the means of saving some men from bankruptcy. 

Mr. McKELLAR. Certainly. 
Mr. BORAH. But would not the same condition follow if 

the bill as reported by the committee were adopted, for must 
not somebody hear tlie evidence and pass upon it? 

Mr. POMERENE. Oh, Mr. President, that is time, and, while 
I have, not matured my own thoughts on the subject, my ten
tative idea v;as that perhaps there ought to be two or more of 
these commissions to sit concurrently. 

Mr. CHAMBERLAIN. Mr. President, may I suggest to the 
Senator—because it is being overlooked in the discussion— 
that there was not a business man or representative of a busi
ness body who appeared before the committee who did not say
that the so-called Hitchcock bill would delay proceedings, 
and that if there was n start made in the adjustment of these 
claims before the 1st of July under that bill it would be doing
well. Not only that, but the War Department itself through 
its representative, Mr. Crowell, a most excellent clear-sighted 
business man, claimed that under the system proposed in that 
bill the work could not be commenced before July. 

As has been suggested by the Senator from Ohio | Mr. POME
KENE] there are many men who, unless there can be a speedy
adjustment of these matters, must go into bankruptcy, because 
they have all their liquid capital in the business aud the banks 
will not loan them airy moneyuntil there has been some certifi
cation somewhere, either by the Government or some of its 
boards, that these contracts.are goiug to be paid at some time 
in some way. in part or iii full. 

Mr. BORAH. Mr. President, how does the Hitchcock sub
stitute delay the matter"if we assume that somebody must ex
amine the evidence aud hear controversies and pass upon-them? 

Mr. CHAMBERLAIN. 1 am going to say in perfect frank
ness to Senators? that not one of these measures appeals to me 
in its entirety, but it is a critical emergency which' confronts 
the business of the country and I have yielded my judgment on 
many propositions in order to try to reach results. 
• The trouble About the Hitchcock commission plan is that 
the commission to be created is to proceed de novo. The War 
Department plan—-and that -is the plan embodied in this bill,
practically—contemplate&rtJte utilization of the 32- boards al
ready, functioning in t8^ different regional districts. Those 
hoards..have: heard the testifliony and practically in many eases 
hintfe agreed with the .contractors as to the amount of their 
claims, and I do not-think there is any contention that their 
adjustments'are irregular or uujust. 

Mr. BORAH. Mr. President, I should consider the objection 
to that as being, that these boards are practically in a large' 
Measure directly or indirectly settling their own affairs. I 

Mr. CHAMBERLAIN. If I may disabuse the Senator's mind | 
of that impression, Mr. Crowell. at page 54 of his testimony
tells how those boards are constituted, and if the Senator will \ 
permit me, as the extract is short, I will read it It is as I 

contracts must be validated. They amount to $-1,700,000,000. 
Tho remaining 19,000 contracts are legal contracts conforming 
to law; and there is no dispute in regard to them. I under-
stand that the Hitchcock bill provides that the commission 
to be created shall settle de novo all of the questions involved 
in these contracts. The War Department say.that the 19,000 
contracts in which they are in agreement with the contractors 
it is unnecessary to refer to the proposed appellate board. The 
bill reported by the committee, known as the War Industries 
Board plan, permits the War Department to settle those con-
tracts first. 

Mr. POMERENE. Mr. President, the Senator has Just re
ferred to 19,000 contracts -concerning which,' as I understand 
him, there can be no dispute as to their validity. Those con-
tracts or at least many of them have not yet been completed. 
What is tho War Department doing with respect to them? Is it 
canceling these contracts, and, if so, upon what terms? Is it 
paying the full profit whether the contract has been completed 
ov not? I am asking the question for information only. 

Mr. FRELINGHOTSEN. Mr. President, as I understand, tlie 
War Department has its machinery already in operation in con
nection with these claims. I have here a letter from theAs
sistant Secretary of War, Mr. Crowell, from which I read the 
following: •• •• • - -

The War Department already has established and at work a ma
chinery adequate to handle efficiently and promptly all settlements. 
Without, now going into the details tho department hag a central 
board of contract review in each of the eight supply bureaus in Wash
ington ; also a total of 24 local or district boards in various sections 
of the country making settlements for the Ordnance- Department and 
the former Quartermaster Corps. The department has also established 
in Washingtou a. board of contract adjustment to which the Secretary 
of War refers for decision all cases in which tho contractor and thn 
contracting officer are unable to agree. Furthermore, several thou-
sand contracting officers, accountants, investigators, nnd other assist-
ants are now at work helping the boards to makeprompt settlements. 
On' the enactment of the legislation which the War Department has 
requested, this machinery is prepared- to start Immediately on I ha 
cases in which contracts were Hot mode or signed as provided by law. 

The Wnr Department feels very earnestly that the good faith o£ 
the Government is pledged to a prompt settlement and payment of all 
just claims of contractors. The department stands fully.' Wndy tr> 
make such settlements and is already doing so where the contracts 
were made and signed as provided by law. 

In a statement from the United States Chamber of Com
merce forwarded to me under date of January 2, they say that 
subsequently the officials of the War Department have reported 
669 agreements out of the 6,000. 

I feel that the bill should provide that the War Department,
should settle these contracts, provided they can come to an 
agreement with the contractors through the machinery that 
they have in the War Department, and then, if there is any con
flict or difference of opinion between the contractors and the 
War Department they can appeal to the tribunal to be created 
which will stand between the War Department and the Court 
of, Claims, whose processes are so slow. What the contractors 
want is to know that if they fail to agree with the WarDe
partment they will have some tribunal to which they can submit 
their claims. 

Is it necessary to refer to the proposed commission all of the 
follows: " i elniins? 

We have 32 boards now functioning on this thing. Our idea was to •' 
decentralize It, so as to get speedy action and so as to get the men i 
best in touch and who have been closest in touch with tuS production i 
under these contracts. The Ordnance Department has 12 boards and 
those are headed in each case by the district ordnance officer who Is 
in every case a man of large experience, a civilian who lias been 
expediting and watching production in. his center tor a considerable 
» o  « of time past He has made up boards, which have been an-
proved in Washington, of four or flre members each. They are largely
officers, of tho Ordnance Department, but each board has  a i averaee of 
one civilian from the outside. In some cases be is a prominent 
attorney, nnd in some cases he is a member of the War Industries 
Board, in some cases representing the War Industries Board in that 
particular district. The orders relating to the quartermaster sunnlles 
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• w ^ f J *  0 connt'-y. 'Xhere are then, eight boards functioning in 
.Washington, each on some specialty, such as chemical warfare service 
or aircraft, so that we have 32 of these boards now functioning: 

I will say to the Senator that in some instances they have 
still larger boards functioning, where there has been great 
industrial activity on behalf of the AVar Department and where 
many civilians are connected with the boards. 

NAirr. FUELINGHUYSEN. Mr. President, if I may interrupt 
the Senator, I understand that the difference between the meas
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The War Department made these contracts; but many of them 
are agreements verbally made, and there are disagreements as 
to the termination provision. As to some contracts, they have 
not been able to get anyagreement as to termination because of 
tlie fact that they had to be so hastily made. Why not let the 
War Department go as far as they can go in the settlement? If 
the two parties agree, let the department dispose of the con-
tracts where agreement is' had, aud where they do not agree,
let the matter be referred to tho proposed tribunal. 

Mr. POMERENE. Mr. President, I think in that behalf there 
is no difference between the Senator from New Jersey and 
myself. I agree with him that if these contracts can be settled 
on any equitable basis at all they should be settled by theWar 
Department; but the thing that has troubled me most has been 
the fact that there are a large number of contracts which are in 
dispute, and I have feared that under the proposal here made it 
would perhaps be a year before many of these contracts could he 
adjudicated, if I can properly use that term. The machinery
that is adopted here is the matter of greatest concern tome. 

Mr. FRELES'GHUYSEN. Mr. President, does the Senator 
refer to the committee bill? 

Mr. POMERENE. I was referring to the commission which 
is provided to try the disputed claims. 

Mr. FRELINGHUYSEN. The committee bill provides that 
the AVar Department through its machinery shall settle these 
contracts first. Of course, if they are in agreement with the 
contractor, there will be no reference to the proposed commis-

I-VII- -13G 
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*ion. As I understand, under the Hitchcock bill all of these
contracts are to be referred to tlie commission.

Mr. POMERENK. I hnve seen a good many cases tried which
•he attorney said would only take one day to try, particularly
where a building contract or something of that character via
involved, when it subsequently developed thnt they would lake
two or throe weeks before they had completed the case. If there
is )o be any experience of that kind before the one commission
which is provided here, I am afraid we will not live to see the
<'»id of these proceedings.

Mr. BEOKHAM. Mr. President, will the Senator yield for
just a moment?

The PRESIDING OFFICER. The Senator from New Jersey
h«s the floor. Does lie yield to the Senator from Kentucky 2

Mr. FRELINGHUYSEN. I yield to the Senator from Ken-
lucky.

Mr. BEOKHAM. Mr. President, I do not wish to take the
Senator's time, but in reference to the statement of the Senator
from Ohio [Mr. POMKRENK], I should like to say that the eommit-
wc bill recognizes the organization already established under the
War Department for the settlement of these claims. That or-
ganization exists now; it has been in operation, and it is be-
lieved that a large majority of these claims can be settled by
that organization, with the approval of the War Department.

If the contractor in any instance is not satisfied ''with the
settlement arrived at, lie can appeal to the board created by the
bill. There is also a provision that in the event the Govern-
ment, through a representative of the Department of Justice,
should object to the settlement the Government may appeal to
the board.

I do not think there will bo any delay such as the Senator from
Ohio fears in the settlement of these claims under the provisions
of the committee bill. The Hitchcock bill, as I understand, in-
volves the creation of a new organization; it does not take
advantage of the organization already established and in opera-
tion. I do not think, therefore, that the Senator would find that
there can be any serious delay under the establishment provided
for in the committee bill.
. Mr. WARREN. Mr. President, may I ask the Senator a ques-

tion?
Mr. BECKHAM. Yes, sir.
Mr. WARREN. My understanding is—and I will ask the

Senator if his is the same—that almost all of these contracts
Jiave been under consideration .r.ncV their settlement arranged
for, except as stopped by the comptroller's decision.

Mr. BECKHAM. Yes, sir.
Mr. WARREN. So that the preliminary work is aU done.
Mr. BECKHAM. That is my recollection.
Mr. WARREN. And it is now a mere 'matter of closing

legally that which lias already been arranged.
Mr. BECKHAM. That is my understanding.
Mr. POMERENE. Mr. President, may I ask for information?
The PRESIDING OFFICER. The Chair thinks that the

Senator from New Jersey who has.the floor must yield to some
one particularly, if he desires to yield.
; Mr. FRELINGHUYSEN. I yield to the Senator from Ken-
tucky.

Mr. BECKHAM. I have finished. I thank, the Senator.
The PRESIDING OFFICER. The Senator from New Jersey

has the floor.
Mr. FRELI-NGHUYSEN. Mr. President, I quite agree with

the Senator from Ohio that possibly some of these cases will
take a long time to settle; but if you provide, as the Military
Affairs Committee bill provides, that the War Department, who
made these contracts, and who have all of the facts concerning
them, particularly the verbal contracts and the contracts for
procurement orders by telephone, are allowed to .settle them,
you will practically dispose of three-quarters of the contracts,
because they are In agreement.

Mr. POMERENE. Mr. President, let rue see if I understand
the Senator correctly. He makes the statement now that these
parties are in agreement with the Government. Does he mean
us to the amount that is to be paid, and that that is only to
depend upon the legislation validating these contracts?

Mr. FRELINGHUYSEN. Yes; as I understand, many of
Uiese contracts are already signed, but they have not been
signed by the proper statutory officers, and have been declared
invalid on that account. They are already format contracts,
without the proper signature. Now, there remain agreements
lhat have been made over the telephone, verbal agreements for
supplies—cloth and various quartermaster supplies—and it is
only a question of coming to an agreement with the contractor
who has furnished those goods; and I believe I :uu safe in stat-
ing that three-quarters of these contracts can be settled by
agreement between the contractors and (he War Department.

.There will remain those contracts where the contractors re-
fuse to accept the decision of the War Department, or the ex-
aminers, or these committees, and if they refuse to accept it
they can appeal to this board. But under the Hitchcock bill, as
I understand, aU of these contracts are thrown into this tribu-
nal ; mid I venture to say that it will take five j'ears to .settle
them, judging from the experience of the Interstate Commerce
Commission, for example. That commission has nine members,,
and during the year ending October 31 it conducted 1,000.formal
proceedings and 10,000 informal proceedings. It has an organi-
zation of approximately 700 employees, and its work involved an
expenditure of $1,000,000.

Here are 6,000 contracts, at least, to be settled for .<f>0,000.
The work of the Public Service Commission of the .second New
York district in 1917, wirh 1,350 informal proceedings', cost
$400,000. This commission is to have ?50,000. ,$22X>00 of which
is to be expended for salaries, leaving a balance of §27,500,
Can you provide the necessary clerical assistance and examiners
for $27,500? It is ridiculous.

There is another point. There is to be a member from thec
Department of Justice and a member from the War Department.
With a board constituted in that way, you will have the War
Department appealing to a board to act as a judge, with a mem-
ber of their own department acting as a judge on their owi*
awards, and you will have the Department of Justice appealing
to this board, on which sits one of the members of the appellant
department. Now, the board should be differently constituted.
If I were going to create this commission,-1 would put a banker.
a lawyer, and a manufacturer on i t ; but it is foolish to assume
that all of these 23,000 contracts can be thrown on this commis-
sion and that they can be examined and passed upon. There-
fore I say that the Military Affairs Committee bill is the better
measure, permitting the War Department, with its machinery,
and its information, to settle these contracts which it has made.

Mr. SMITH of Arizona. Mr/President, will the Senator-per-
mit me to interrupt him?

Mr. FRELINGHUYSEN. Certainly.
Mr. SMITH of Arizona. Why would it not relivve somewhat

the delays suggested by the Senator from Ohio [Mr. POMEBENEI
if on a finding by a .tribunal, whatever it happens to be, the
parties could receive a certain percentage of that finding, .«:iy,
50 or 75 per cent?

Mr. OVERMAN. Seventy-five per cent is the rule.
Mr. McKELLAR. That Is what is provided here.
Mr. FRELINGHUYSEN. That is wjiat both bills provide.
Mr. SMITH of Arizona. Do they provide that the pnriy

shall receive 75 per cent?
Mr. McKELLAR. Seventy:iive per cent.
Mr. SMITH of Arizona. Then I do not think the question

of delay cuts as much figure as it otherwise might.
Mr. THOMAS. Mr. President, I think the Senator could

well add that legislation is hot needed at all regarding those
contracts which have been legally executed. Consequently I
see no reason for including them in a measure of this .sort.
This is designed, to meet an emergency which was created by
two circumstances; One, the necessity of getting iir.medhtto re-
sults due to the exigencies of the war. and which could not be-
obtained if tho statutory formula for the execution of contracts
were observed: and the other, the sudden termination •:>£ the
war, leaving all these contractors in the air.

A good many of these contracts were made in Fiance. Per-
sonally I do not believe that the statutory requirement con-
cerning execution applies to-contracts made in France, because
t is a general proposition, I think, that the place when: a con-

tract is made and the place where a contract is executed, when-
those two conditions exist, make the,lex loci, or the law of the
ocation, applicable both to its execution and to its performance:

and to any legal propositions or controversies that: may ensue
from it. So thst this emergency legislation is needed to meet
hat class of contracts, and that class of contracts only, which,
>eeaur-e of their failure of proper statutory execution, require
legislation. As to the others, the department can proceed under

isting conditions: «:id as a consequence I think they should.
>e excluded from the operations of a bill like this*.

Mr. CUMMINS. Mr. Prescient. I should like Hie Senator
Prom New Jersey to put me straight upon one or two things
iiat seem to me obscure, if ho will allow me.

Mr. FRELINGHT'YSEN. I yield the floor to the Senator.
Mi: CUMMINS. No; I do not want the Senator to yield the

loor, because I want to ask him a question.
Mr. FRELTN'GH'UY.SEN. I retain tho floor, then, ii"<! await

lie Senator's question.
Mi'. CUMMINS. The Senator lias said, ami 1 see il i*. very

:*leai', (hat I here tire two classes of contracts provided for in
he I.id. The first relates to those- coutnicts that have been
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executed or reduced to form, but not signed by the proper oflieer 
of the Government, or in the way provided by law. That is 
right; is It not? 

Mr. FRELINGHUYSEN. Yes. 
Mr. CUMMINS, The second relates to those cases in which 

the contract has not been reduced to form at all, but orders 
having been given looking to the execution of the contract or 
something of that kind expenditures have been made on the 
faith of the contract yet to be reduced to form. Those are 
the two classes. When these contracts are validated is it the 
intention that the damages which arise on account of their 
nonperformance shall be settled according to the established 
rules of the law as those rules Mould apply between individuals 
in like circumstances? 

Mr. FRELINGHUYSEN. As I understand the bill it pro
vides that where such an agreement was reduced to contract 
form and executed or signed on behalf of the Government, but 
the execution or signing was not in compliance with statutory
requirements, the Secretary of War is directed to waive, on 
behalf of the Government, such noncompliance. 

Mr. CUMMINS. Yes. . 
Mr. • FRELINGHUYSEN. That answers the Senator's ques

tion in regard to the contracts that were not signed by the 
proper statutory officials. The bill provides further 

Mr. LENItOOT. Mr. President, will the Senator yield at 
that |&int before he gets away from it? 

Mr. FRELINGHUYSEN. Yes. 
Mr. LENROOT. I have been informed since this discussion 

arose that the validating portion of paragraph 1 as recom
mended by the War Department did not cover procurement 
orders, and I should like to ask the Senator how and why
that was inserted. 

Mr. FRELINGHUYSEN. As I understand, this bill was 
drawn—the chairman can probably answer that question better 
than I—at the request or instance of the War Industries Board. 

do not know whether the original bill contained that lan
guage or not. 

Mr. McKELLAR. Mr. President, if the Senator will permit 
me, I shall be glad to state what happened. 

Mr. FRELINGHUYSEN. Yes. 
Mr. McKELLAU. 'The words "procurement orders" were 

in the original draft of the amendment, and the 
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(hat way. For instance, our Army abroad made its contracts 
on letters of purchase and their approval, the same as the Eng
lish, French, and Italians did. Now, as nearly as we can learn,
the comptroller had not in mind, in the finding he made as to our 
contracts here, that it should apply to those abroad; but his 
deputy, immediately upon the promulgation of the order, made 
it applicable there. That throws all of these contracts, perfectly
legitimate under 'the laws and practices there, into the scrap
heap with the others. 

Mr. CUMMINS. But I think the Senator from Wyoming
has not the point in mind. I will instance a case as it was put 
to me. 

A'contractor of my own State enters into an agreement with 
the Government to furnish certain things. 

Mr. WARREN. I was not alluding to American contracts. 
Mr. CUMMINS. The contract, however, is not signed by the 

official whose signature is necessary in order to make it valid. 
This first paragraph validates a contract of that sort. 

Mr. FRELINGHUYSEN. Yes. 
Mr. CUMMINS. Now, it being validated, what becomes of 

it when the Government refuses to carry it out? Is there any-
thing here that will enable that contractor to apply to the com
mission, or take an appeal, or in any way secure a settlement, 
save as the War Department in its regular organization may 
see fit to settle with hlmV That is the j>oint that is bothering 
me about the first paragraph. 

Mr. FRELINGHUYSEN. In reading the section which cre
ates the commission, I fail to find therein any provision for 
an appeal. Possibly the Senator from Tennessee can answer 
that questiou. 

Mr. McKELLAR. Why, surely. If the Senator will look on 
page 7, he will see that if the War Department and the con-
tractor do not agree, or if the contractor does not feel that the 
War Department has treated him fairly in the matter of 
giving him as much as he is entitled to, he has the right to 
appeal. That is shown on line 11, page 7, of the bill: 

That within 30 days of the date wucu the Secretary of War tenders 
nnj- contract or compensation as provided in this act— 

That is, validates the one, or fixes the other— 
or refuses to tender such contract or compensation, the party to whom 
said contract or compensation is tendered or refused, or the Govern
ment by a duly authorized officer from the Kepartment of Justice, may
file with the cnairinin of the commission a notice of appeal. 

Then that committee hear it de novo as a court of appeal 
from the ruling of the War Department. 

Mr. CUMMINS. But my difficulty is in finding in that lan
guage any reference to the first paragraph of this bill. I do 
not believe it covers, in its present terms, a contract that is 
validated simply because unsigned by the proper official. 

Mr. McKELLAR. If the Senator will read all of section 2 
he will find that it applies to 'section 1, and that follows as a 

not  reason 
why they were not was because the committee did not at that 
time know—it had ni>. information before it—that any of 
these written contracts were in the form'of what are called 
procurement orders. I think it was the Assistant Secretary 

. of War who brought out that fact first, and then a number of 
the contractors appeared before the committee and testified 
that instead of having a formal contract, as provided in this 
first section, many of them had what were known as procure
ment orders that were in writing, but a peculiar form of con-
tract that did not accord with what the law provided should 
be done, and yet it was in writing and set out the terms. 
Thereupon the committee included procurement orders witli the 
other written contracts. 

Mr. WARREN. Mr. President, will the Senator allow me 
to interrupt him at that-point? 

Mr. McKELLAR. The Senator from Iowa [Mr. CUMMINS]
lias the floor. 

Mv. CUMMINS. I want to pursue for a moment the inquiry
I made, because this other matter really relates to another phase 
©f the subject. 

Mr. FRELINGHUYSEN. I have just yielded to the Senator 
from Iowa, and I understand lie has not finished. 

Mr. CUMMINS. No ; I have* not finished. 
The Senator from New Jersey has said that the first paragraph 

was intended only to validate certain contracts because they had 
not been signed by the proper officials. Suppose, then that We 
validate a. contract of that kind, and that the Government does 
not carry out the contract—that is, does not take the goods or the 
commodities, whatever is intended to be furnished by the con-
tractor. There is nothing at all in this bill that relates to the 
settlement of that kind of a ease, is there? 

Mr. FRELINGHUYSEN. As I understand the bill which we 
are. discussing, the failure of compliance on the part of the 
War Department will result in an appeal by the contractors to 
this commission. 

Mr. WARREN. Mr. President, will Hue Senator allow me
rigiit there? 

Mr. FRELINGHUYSEN. Yes. 
Mr. CUMMINS. I have not read the bill earefuHv. but I do 

not find anything in the bill that relates to or covers'the case I 
Imve just put. 
« , ^ ' ^ A R R E N - I f tJ'e Senator vill allow me, that is to cover 
the foreign contracts where they arc made by other countries in 

necessary consequence. There is not the slightest trouble about 
it—not the slightest. 

Mr. LENROOT. Sir. President, will the Senator yield? 
Mr, McKELLAR. I have not the floor, as a matter of fact,

but I will yield to the Senator. 
.Mr. LENROOT. I merely wish to call the Senator's attention 

to the fact that the provision with reference to appeals that.be is 
now quoting relates only to cases where the Secretary .is au
thorized by this bill to make compensation, and this bill does 
not authorize the Secretary to make compensation upon a valid 
contract. 

Mr.'McKELLAR. No; it d«>es not. That was not what the 
Senator from Iowa was speaking of. however. 

'Mr. CUMMINS. Precisely; that is just what I was speaking
of. At the beginning of line 11 the bill provides 

Mr. McKELLAR. Just look at line 12. 
Mr. CUMMINS.' I am going to read it now. 
Mr. McKELLAR. The Senator will find that it is absolutely

plain. 
Mr. CUMMINS (reading)— 
That within 30. days of the dale when the Secretary of War temlers 

any contract or compensation HS provided in this act, or refuses to 
tender such contract or compensation— 

Those are the cases in which appeals could be made to the 
commission. 

Mr. McKELLAR. Yes. 
Mr. CUMMINS. But, under the validated contract nf para-

graph 1, the Secretary of .War docs not tender any contract nor 
does he tender any compensation. 

Mr. McKELLAR. Oh, yes; the point is this, if'the Senator 
will permit me: Here is a contract that is all right except that 
it is signed by the wrong oflicer, we will say. It is all written 
out ami the contractor has one copy and the Secretary of War 
has the other. The Secretary validates that contract and 

I
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tenders it to the contractor, mid it comes directly within that 
language. 

Mr. CUMMINS. No; there is not anything to indicate that 
lie tenders it to the -contractor. . 

Mr. McKELrLAR. There will be a great ninny things doue 
ttot are not specifically provided. 

Mr. CUMMINS. Paragraph 2 of the bill very distinctly pro-
Tides for the tender of a contract and for the tender of com
pensation ; but I am afraid that the committee—of course, unin
tentionally—has excluded entirely the settlement of those case 
which are simply under validated contracts. 

Mr. McKELLAR. Oh, I do not think so. 
Mr. FRELINGHUYSEN. Mr. President, I thiuk possibly

the Senator from Iowa might suggest an amendment to carry 
out his idea. 

Mr. CUMMINS. That is easy enough. It would not be hard 
to suggest an amendment. 

Mr. McKELLAR. If tlie Senator will suggest one, I am sure 
we shall be delighted to have it inserted to make It clear. 

Mr. CUMMINS. I should like to ask the Senator from 
Tennessee another question, or the Senator from New Jersey,

Mr. McKELLAR. Surely. 
Mr. CUMMINS. In lines 16 and 17, on page 4, it is said,

Speaking of the validation of contracts: 

Mr. McKELLAR. If Senators will give me their attention 
for just a few Minutes I want to discuss the class of cases to 
which tho Senator from Wisconsin [Mr. LKNKOOT] SO properly
referred just a few minutes ago. 

We all bnow that in the very active campaign we have had 
here during this war there have been many volunteers, mea 
connected with certaiu lines of business, who have come tlowa 
here and represented the Government ia connection with those 
very lines of business; and in order to bring that matter *H
rectly to the attention of tlie Senate I am going to take the lifer 
«rty of reading ju«t a little ot tne testimony of three witnesses, 
one connected with the dye industry of the country, one with 
the clothing industry of the country, and a third with the ve
hicle industry of the country. I want to explain, before I read 
this testimony, that it shows the vital necessity of having 
some independent commission to pass upon the question ofcon
tracts with the Government. 

I want to call attention to the fact that under the bill fts re-
ported by the House many of the officers who are going to set
tle these contracts for tlie Government will simply settle with 
themselves, and the Government has to pay whatever these 
gentlemen feel like taking. Let us suppose, f-or a minute, that 
it is contract on dyes. I produce the testimony of Mr. Rice,
taken before our committee: 

1'roetAed, That lie finds such waiver is not inconsistent -with the Senator MCKEI.LAR. Who is the Kouthbridge "Printing Co.?
public interest. Mr. RICK A concern  Southbridge, Mass. They have been 

It seems to me that if tlie Government has made a contract 
•With an officer, and all that it lacks is the statutory authority
tit that officer to enter into the contract or to sign the contract,
it is hardly fair to give the Secretary of War tlie privilege of 
saying that the Government shall not be bound by that contract 
(f he tads that it is not consistent with the public interest. 

Mr. McKELLAR. There is not any intention of that. It 
refers to an entirely different situation. 

If the Senator has finished. I should like to discuss another 
phase of this question for just a moment. 

Mr. OVERMAN. Mr. President, before the Senator be-
gins—— 

Mr. FRELINGHUWSKN. I yield the floor. 
Mr. LENROOT. Before the Senator from New Jersey yields 

the floor, I should like to ask him a question on another branch 
of the bill. 

As I read this bill, it legalizes a claim against the Govern
ment on tlie part of one who has jierfemued services or ex
pended money upon the request merely of one \v!io is not au
thorized hi any way to make a contract, but tme who has been 
requested to aid the War Department in the procurement of 
munitions. In other words, a dollar-a-year -man in the War In* 
dustries Board lias requested some one to-do something* under 
the belief that he will later get a contract, and this bill will 
give that man a legal claim against tlie Government. Am I 
correct? 

Mr. FRELINGHUYSEN. I think the Senator is correct. 
. Mr. McKELLAR. 1 will say to the Senator that that is the 
proposition I want to discuss for just a moment when the 
Senator yields; and I shall be very glad to answer the Sena
tor's question when I come to discuss it. 

Mv. FRELINGHUYSEN. I yield to the Senator. 
Mr. McKELLAR. Now I yield to the Senator from North 

Carolina. 
Mr. OVERMAN. What I wanted to ask was this: Many of 

those contracts, two-third of them, are subcontracts. A man 
gets a contract to furnish a million pairs of shoes. Ho can not 
furnish them, so he Jets it out'to a subcontractor. I want to 
know if there is tiny provision in this bill to take care of the 
interests of those subcontractors'? 

Mr. McKELLAR. None whatever. They arc not contractors 
Avirh the Government. 

Mr. OVERMAN. Here is a man, now, who lias a contract 
with the Government for $2,000,000 worth of shoes. You recog
nize him and settle with him: but. the man who made the shoos,
who furnished the shoes, you do not take care of at all. 

Mr. McKKLLAR. That is true. 
Mr. OVERMAN. Does not the Senator think there ought to 

In- some provision by which this whole matter shall be con
sidered, and the man who has absolutely furnished the material 
shall have his money? 

Mr. McKELLAR. I think, if the Senator will vote for the 
Hitchcock substitute, he Avill find that that will be taken i 
t-iiiv of. 

Mr. FLETCHER. Mr. President, I should like to hare the ]
Senator explain that and point out where it is. I think the bill< 
xemls much better, on the point the Senator from North Caro-1 
•11 ua refers to, than the Hitchcock amendment;. 

at  in sul
phur dyeins for the last two years or more. 

Senator MCKELLAE. Who owns it? 
Mr. RICE. Mr. Schuster, Mr. Heyward, Ale Sau»de*s -James . A. 

Saunders—K. A. Rice, and Mr. Myricic. Mr. Hartley had some stock 
ia there. 

One of these gentlemen is the brother, the other the partner, 
of the witness, who is in charge of the Government ilye bareaw 
iiere in the city of Washington, buying millions of dollars worth 
flf dye work, taking millions of dollars worth of dye work for 
the Government. Now, listen to this: 

Senator MCKELT-AK. Who is Mr. K. A. iiiee? 
Mr. RICE He is a brother of mine. 
Senator MCKELLAR. He is still interested in it? 
Mr t<iCE. Y#s; ho is *till interested in it. 
Senator MCKELLAK. What amount of t-tock does be owu V 
Mr. RICE. It is my recollection, something lHce 73 shares, I would 

not state exactly. Of course that is of record. 
Senator MCKELLAB. Wiat interest did you hare in the business l>e

•fore you came down here? 
Mr. UICE 1 !iad about a little over one-quarter of the stock. 

This was a dollar-a-year man wl»o is testifying »o-vv. and tiiis 
is one of the menwho will settle with the dye interests if you 
pass the Hoase ball and iiave no independent commission. 

Senator M4?KBU.AR. How much is it ropitalieed at? 
Mr. HICK, f 135JJW. 
Senator'M-CKKIXAH. HOW much, in contracts, l a s that concern got? 
Mr. BrcE. I beHevc 4»1)out, all told, during the j-wrr-^-of course. I can 

give yon an exact account of it. 
Senator McKsu. i t . 1 would be glad to have it. 
Mr. KICK. About S.OOÔ OW) yards. 
Senator MCKBIXAK. Three million yards.' 
Mr. RICK. The xeeent contract, the gas-defense contract, they are 

doing some of the paraftniug far the gas defense. 
Senator MCKKLMK. What flid you do with your stock.'  l o whom did 

you sell i t? 
He testified that he sold the stock. 
Mr. Kiel . To my wife. The Quartermaster'!* Department stated that 

should be done, and 1 transferred it to my wife. 
Senator MCKKLI.AU. YOU did not sell it to her, did you3 
Mr. Kic*. 1 just transferred it over tor $2. 
Senator MCKSLLAK. YOU just put it in her sonic so you would not be 

interested in it? . . .  . 
Mr. HICE. Yes; I transferred it over to her. In other words, it Ue

longs to her. 
Senator MCKELLAR.  IS there aay other company you are connecti-a 

with which you transferred to your wife the stock in? 
Mr KICK. Yes: I had some stock of the Fiskdale Finishing t o . 
Senator MX:KKU<AB. What is the capital of that company ? 
Mr KICK The capital is $200;000 preferred and $300,000 common. 
Senator MCKKI.LAU. And wnat was your interest in tha t? 
Mr. KICK. My recollection is that  i t was a little over a quart or 

interest 
Senator MCKKLLAR. And you transferred tUat to your wife? 
Mr RICE That was in the common stock of that wnipstny ; and I 

had, I think, about $15,00<i. if I recall, of preferred stock, i turned 
that over io my wife. . 

Senator MCKKIXAU. Have you done any business with that com
lauy V 

Mr. KICK. YOS. sir. 
^Senator MCKKI.LAK. HOW much have you allotted to tlieni '. 
Mr HICK. 1 should say abouttt.OOO.OOOyards during the yoar. 
Senator MCKEM.AI:. Have those contracts been filled? 
Mr HICK Not all of them. They are working on them now. In 

tact, some of the material lias been-delivered to them. Gray mills am 
behind on the gray contracts. 

Senator MCKKIXAU. Arc there any other companies with which you 
were connected? 

Mr. UICK. No, sir; those are the only two companies I Icul owned 
any stock in. . . , , . , . , . ,

Senator MCKEIXAII. Your partnership was with Mr. Myt-iek .' 
Mr. RICH. Mr. My rick. 
Senator MCKKIJ'AB. What contract .liare you wilu Mr. Myvlck-about 

your firm bushiess while you arc down hereV 
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going to turn the settlement of the contract over to Mr. Rice,
.who may still be a dollar-a-year man, as I understand, or was 
a short time ago; is that right? Does any Senator feel that 
he wants to do that? Whypass any bill at all? Why riot just 
invite the contractors and these dollar-a-year mento come down 
and take what they want? 

Mr. FBELINGHUTSEN. Will tlie Senator suffer an inter
ruption? ' . : • • . 

Mr. McKELLAR. I will be delighted. 
Mi-. FREUNGHUYSEiN. Of course, no one will indorse, such 

a practice as the Senator has pointed out in reading the testi
mony,-but "caa not the interests of the Government be safe
gnarded. against suchfraud, if ;fraud it is? 
il^^BK ucdl ^ ^ K B M i A S It can not be under the bill introduced in 

.':':.t3̂ .iSoiusG.-1SXbelieve ritcant>e safeguarded under the Hitchcock 
;iU|;,,jvlti(, section- 3 of the substitute bill as an amendment. I 
i hOiJefiiticaai- I do not know whether that will do it or not. It 
is mighty hard to get around these gentlemen. 

Mr. FRELINGHUrSEN. I suggest to the Senator that on 
page 4 of thecommittee amendment the Senator from Wisconsin 
[Mr. LENBOOT] suggested that it would improve the bill and 
protect the Government against such, a practice the Senator 
has pointed out in the testimony taken before the Committee on 
Military Affairs by striking out,,on line 6, page 4, the words " to 
produce or aid in procuring the same for the War Department " 

Mr. McKELLAR. That would help if some, but it is per
fectly evident to me that.if this were a solitary example that I 
was referring to here there might not be a great deal in the 

testimony here of Mr. H. L. Bailey, the chairman of that divi
sion. He testified that he had stock in a number of concerns 
and he transferred it to his wife and then did business with his 
wife s concern and the concern of Wellington,. Sears' & Co7and 
expectecVto go back as soon as the war is over. I am not going 

W i a i o u t o b d e c t i o n ' b e 
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1919. CONGRESSIONAL 

Mr. EICE. None whnterer. I sold out to Mr. Myrick. I hare re-
sided arid iim no longer a member of the firm of Myvick & Bice. I 
«ia out of it entirely. . • 

Senator MCKELLAK. Who are tlio owners of that firm? 
Mr. RICE. Mr. Myricfe is the sole owner now of the firm. 
Senator MCKELLAB. 'Would yon object to stating upon what terms 

you sold out that business? •. 
Mr RICE. Certainly; I will be glad to state. I sola out of the 

firm for $5,000, and all the interest that I had there for $15,000, the 
total amounting to $20,000. The $15,000, of course, was to pay fortiack 
contracts on commercial business; nothing whatever on any Govern
ment business. . 

Senator MCKELLAE. When were these transactions; last March, be-
fore you camo down here? 

Mr. RICE. Last March; yes. • 
Senator MCKELLAB. At whose instance did you come? 

T h  e p l o t s t i l l , t h i c k e n s !  . . . 
Mr. EICE. At the request of Mr.Albeit Scott and Mr. Miller Wilson. 
Senator MCKELLAR. What has become of Mr. Scott? What is he 

doing now ? 
Mr. BICE. I conia not say. He is in Boston. I could not tell you 

lust what he is doing. 
Senator MCKILLAB. Mr. Scott was interested in nearly all these mills, 

was he not? 
Mr. RICE. I could not say. 
Senator MCKELLAR. YOU did not lsnow that he had had large interests 

in them? 
Mr. RICE. NO,sir; I did not know anything about it. In fact, I had 

never met Mr. Scott but once, in1917. 
Senator MCKBLLAR. Mr. Scott, I do not believe, had any interest in 

any of these competing plants, but he had interests in all the cotton 
manufactories, or was represented in them. 

Mr. DONALD. Only a very few, Senator: 
I am not going to read all this testimony, but what he testified 

was that he was down here representing the Government, buy
ing from the mills In which he formerly owned the stock and 
which lie transferred to his wife without compensation, and 
that they were getting the dividends from that stock, and itwas 
paying very handsomely, too. If when we turn these contracts 
over to the Secretary of War, as provided by the House, we are 
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Mr. BAILEY. I do not know what you mean by " affiliated." 
Senator MCKELLAB. I mean connected. 

. Mr. BAILEY. I am an experienced cotton manufacturer asd have come 
from the Industry. 

Senatbr MCKELLAB. YOU are not connected with it at the present' 
time, but you came from the firm of Wellington, Sears & Co. and were 
what is known as a dollar-a-year man? 

Mr. BAILEY. Yes. 
' Senator MCKELLAB. ADd you went out of Wellington, Sears &Co,
after yon went into the service of the Government as a dollar-a-year 
man? 

Mr. BAILEY. I did. 
Senator. MCKELLAH. And there is no use our attempting to camou

flage the thing one way or another. We might as well look it right 
sguare in the face. When this war is over you are going back in the 
cotton trade, of course. ' 

Mr. BAIIJJY. I am, as I have to support my_ family. 
Senator MCKBLLAB. Of course; and your interests and expectations-

are all in that trade; and it does seem to me that we could devise a 
plan that would make a real buyer and seller. As it is now, you gen
tlemen just fix the amount at such figure as you think would be reason-,
able, upon such basis as you think flt, and the Government foots the 
bill; and I see here from the public print that there never has been 
such marvelous prosperity to the cotton mills of the country. That is 
natural and, in a way, that is admirably right. 

Mr. BAILS;, Y.es. 
Senator MCEELLAB. But I do not think that they ought to take such-

tremendous profits; and they are taking enormous profits'. Now,Mr. 
Scott testified frankly that there were from 8 to 10 turnovers a year,
anil that they allowed on the basis of 12$ per cent on a turnover. Bjf 
an easy calculation, that is from 100 to 150 per cent a year. • 

Mr. BAILEY. Did Mr. Scott testify that there were from 8 to 10 turn-
overs a year? 

Senator MCIVELLAI). 1'es; that is my recollection. 
Mr. BAILEY. Either you or Mr. Scott are mistaken. 
Senator MCKBLLAB. HOW many turnovers are there a year? 
Mr. BAILKT. It varies with the different kinds of goods. 
Senator MCKBLLAB. Just enumerate the different Kinds of goods, if 

you will, because I do not want to have any mistake about it. I do 
not want to be mistaken about it. Take the white dnck used for 
tentage, and how many turnovers arethnre a year on that? 

Mr. BAILEY. I.will have toniake a little computation here on that 
Senator MCKELLAR. AS a matter of fact, Mr. Bailey, the real commit-

tee that fixes prices is the small committee composed of Mr. Scott,
yourself, and Commander Hancock and Mr. Turner? 

Mr. BAILEY. Absolutely not, sir. 
Senator MCKELLAB. In wiat instance has any fixing of prices ever 

been changed by the big .committee? 
Mr BMLBY. The low basis of prices which was submitted by this 

•war-service committee before I became a member of the Smaller com
mittee, and which was put up to the large committee by the smaller 
committee was—well, I will not say repudiated, because it is too strong. 
a word : but it was not allowed b̂y the large committee, and the iDdus

"try was. called in conference by the large committee and the." matters 
were thrashed out and the basis arranged in conference with the large 
committee and not by the small committee. 

Senator MCKELLAR. Was that one approved by the small committee 
that one that was adopted? 

Mr. BAILEY. I was not a member of the small committee at the time 
It was approved to the extent that it was put up to the large com
mittee. • • -• • 

Senator MCKELLAB. What I want to know is, has any recommenda
tion of the smalL committee,. since you have been a member of it, ever 
been turned down by the big committee? 

Mr. BAILEY. The small committee since I have been a member of it 
has not taken the responsibility for these prices. It has merely dis
cussed the details, and a group of experts appointed by the price-fixing
committee of the War Industries Board has been intrusted with the 
responsibility of supervising the differentials made for different cotton 
fabrics. 

Senator MCKELLAH. NOW, what committee is that? 
Mr. BAILEY. I have not taken any responsibility for the price 

fixing.
Senator MCKELLAB. What is this supervising committee? Whom is 

that composed of? , - . 
Mr. BAILEY. It is composed of two mill engineers, Mr. Makepeace 

and Mr. Sirrine. 
. Senator MCKELLAE. Anybody else? 

Mr. BAILEY. NO. 
, Senator MCKELLAB. Who is Mr. Makepeace, and tvhat mill Is he 
connected with? 

Mr. BAILEY. He is not connected with any mill. He is an engineer 
of Providence, R. I. . • • • 

Sf-nator MCKELLAB. An engineer. Whom does he work for? What 
is his first name? 

Mr. BAILEY. He .has his own concern. I can not recall his first 
name, for the moment. 

Senator MCKELLAB. What kind of an engineer is he? What does' 
he know ahdut making prices for cotton goods? 

Mr. BAILEY. He is a construction engineer. - ,
Senator MCKELLAK. What does he know about making prices for 

cotton goods? 
Mr. BAILEY. I should think that would be a proper auestion for him 

to answer, Senator McKellar. 
Senator MCKELLAB. I know, but I Just want to find out something

about him. 
Mr. BAILEY. He is a- man who lays out mills for making certain 

grades of fabrics, who is presumably well informed as to the present 
cost of such mills, as to the past cost of such mills, their productive-
capacity, and for that reason the profit per pound which they should 
have to give them a certain return on their capital invested, and that 
sort of thing. 

Senator MCKELLAE. IS he employed by cotton mills—to construct ' 
cotton mills? . 

Mr. BAILEY. Yes.  . . . 
Senator MCKELCAB. IS lie in them, personally? 
Mr. BAILEY. Very likely, but I do not know. I have no knowledge 

of it. 
Senator MCKELLAB. Who is Mr. Sirrine? 
Mr. BAILEY. He is also a mill engineer, of Gi-eenvllle, S. C 
Senator MCKELLAB. Does he own mills, too? 
Mr. BAILEY. I do not know. 
Senator MCKELLAK. Or is he interested in their ownership? 

 i 
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Mr. BAILEY. I do not know. My description of Mr. Makepeace would 
apply to Mr. Sirrinc oHo,

Senator MCKEIXAII. Is It not a fact that with the exception of the 
Array ami Navy officers, every man connected with the price fixing Is 
directly or indirectly connected with the cotton trade? 

Mr. BAILBY. NO, sir. 
Senator MCKELLAR. NOW, name any that arc not.
Mr.Franey. BAILS*. Mr. Brookings, Mr. Barueh, Prof. Taussig, and Mr. 
Senator MCKBLLAR. Was Mr. Brookings ever connected with It? 
Mr. BAILBY. NO, sir.
Senator MCKELLAK. What was his business?
Mr. BAILEY. He was the president of the Samuel Couples Woodenware

Co., of St. Louis
Senator MCKELLAU. Prof. Taussig never was connected with the cotton

trade?
Mr. BAILEY. Not to my knowledge. He was a professor at Harvard

College.
Senator MCKKLLAK. I know he was. I did not know what his business 

was prior to that. Do you know whether Mr. Barueh or Prof. Taussig
or Mr. Brookings have ever gone themselves into the figures submitted
by these various committees? 

Mr. BAILEY. Mr. Brookings has himself in great detail, and so has
Mr. Barueh. Mr. Barueh was present and spoke at length at one meeting
of the price-fixing committee. 

Senator MCKELLAK. Have they ever taken into consideration the prof-
its made by these concerns?

Mr. BAILEY. The profits that have been made? 
Senator MCKELLAR. That are being made out of the Government by

these various selling concerns.
Mr. BAILEY. I think so. 
Senator MCKELLAB. If you have taken that into consideration, what

profits have been made by any of the mills, and give their profits that 
you considered. 

Mr. BAILEY. I am not qualified to do that, Senator McKellar.
Senator MCKELLAB. And give the dates.
Mr. BAILKY. 1 haven't them. 
Senator MCKKLLAR. Did you ever consider it in making these prices?
Mr. BAILBY. Yeg. For instance, we have been allocating heavy duck

irom about 40 mills. Now, some of those mills would make double the
profit of others, at the same price. But I want to record with you that
the large profits made by the cotton mills, the marvelous profits that 

Senator MCKELLAU. Well, of course I do not want to do that. 
Mr. BAII-EY. As one of probably 25 in a meeting with the War 

Industries Board price-fixing committee 1 have participated in a dis
cussion regarding prices. Sty influence has not been on the side of 
increasing prices of cotton goods, Senator MCKELLAR. 

Senator MCKELLAR. Well, now, do you actually, whether officially 
or unofficially, recommend prices? 

Mr. BAILEY. At the present time? 
Senator MCKELLAR. At the present time. 
Mr. BAILEY. No; I do not. 
Senator MCKELLAB. Have you ever done' it? 
Mr. BAILEV. Oh, yes. 
Senator MCKELLAR. When did you stop? 
Mr. BAILEY. When 
Senator MCKKLLAB. The price was fixed? 
Mr. BAILEY. When price fixing came into effect. 
Mr. FLETCHER. May I ask the Senator whether he said it 

will be a case of these gentlemen passing upon their own irregu
lar contracts? 

Mr. McKELLAR. Absolutely. 
Mr. FLETCHER. For instance, the Secretary of War or the 

Assistant Secretary of War has stated that they have an origi
nal board going into this question, and then they have contract 
review boards. 

Mr. McKELLAR. I understand all that, but it is the man 
who represents the Government in the initial proceeding who 
commits the Government and the review board really adopts 
what he does. 

Mr. FLETCHER. That is the question. The review boards 
are not there for that purpose. 

Mr. McKELLAR. I will say this to the Senator and let him 
think it over himself. I earnestly asked the Secretary of War 
and the Quartermaster General of the Army, upon the proof I 
have read just awhile ago from Mr. Rice, that they would dis
charge Mr. Rice and get somebody who was disconnected with 
that industry in charge of that particular division, and they 
declined to do it. Mr. Rice, so far as I know, still represents the 
Government, although this testimony was taken several weeks 
ago. If that is the case, what we are doing, if we vote for the 
House bill or if we vote for the initial arrangement, is just to 
turn it over to these very gentlemen to settle their own contracts. 
That is all we are doing, and we might just as well invite these 
gentlemen to come down and take what they will, but I want 
Senators to do it with their eyes wide open, because those are 
the facts. 

Mr. CHAMBERLAIN. Let me remind the Senator that we 
are not voting on the House bill., 

Mr. McKELLAR. I know, but if you leave it to these gentle-
men who are representing the department now to settle with 
themselves as provided xinder the committee bill, you are simply 
turning it over to them to settle on their own good judgment, 
and you see what kind of men you are going to settle with. 

Mr. FLETCHER. I think the Senator is going rather far in 
that conclusion. 

Mr. McKELLAR. Will the Senator read the testimony? It 

you have spoken of, have not been made on Government contracts, but
because they have been selling their commercial contracts at much
higher prices than the Government has been paying, and that all of that 
excess was an additional profit: and further, that these mills have,
within the last year and a half, gone from cotton below 20 cents a 
pound to cotton at 36 or 87 cents a pound, which In Itself would mean
sin enormous profit on their raw material. They have got the other 
cn<l of that coming 

Senator MCKELLAK. Does the price change trom time to time? 
Mr. BAILEY. Oh yes—not since price fixing.Senator MCKELLAB. When did you have the first price fixing?
Mr. BAILEY. The first price fixing was made the latter part of June,

to bo effective from June 8, I believe. 
Senator MCKELLAB. And then you paid the same prices for all cotton

goods bought—I mean of the same grade and quality?
Mr. B-AILEY. Since that time.
Senator MCKELLAB. Since that time? 
Mr. BAILEY. Prom normal producers. 
Senator MCKELLAR. Have you a statement from tb« mills in which 

you and Mrs. Bailey are interested as to the profits made for last year 
and this year? 

Mr. BAILEV. NO; I have no idea what they are. I have been very
busy xrith other tilings. 

Senator MCKELLAK. YOU do not know what dividends they pay? 
Mr. BAILKY. I haven't it in mind, you know. 
Senator MCKELLAB. DO you know what dividends any of these mills 

pay that you have been doing business with? Have you It In mind? 
Mr. BAILEY. NO; 1 have not. 
Senator MCKELLAR. YOU fixing prices this way, would not that be 

very important knowledge for you to have?
Mr. BArLBr. I think
Senator MCKELLAK. IS not that the most Important knowledge that 

you could have if you were going to fix the price? For instance, If you 
were going to fix the price for lumber produced by me—I am not in
the lumber business, but used to be many years ago—suppose you were
going to fix the price of lumber and I was a going concern and had a
large business, and we were selling to you and had been selling to 
you on Government contracts 

Mr. BAILEY. Yes.
Senator MCKELLAR. Would it not be very important tor you to know

what profits I was making on that lumber before you undertook to flx
the price?

Mr. BAILEY. If you were a corporation and were selling the Govern
ment at a lower price than you were selling your civilian business, I
should say that the profits you were making were no indication of what 
a fair price would be on your lumber.

Senator MCKELLAH. Taking it about selling the Government at a
lower price, the fact that the Government is  In the market for these 
cotton goods is one of the things that has made cotton goods soar? 

Mr. BAILEY. Definitely; yes. 
Senator MCKELLAR. Yes. 
Mr. BAILEY. But that is not my problem, you know.
Senator MCKELLAB. But your problem is when you fix the price that 

you give the seller a reasonable profit, is It not? 
Mr. BAILKY. Yes. 
Senator MCKELLAB. HOW can you tell what a reasonable price Is

unless you know what his profit is? 
Mr. DOKALD. Mr. Bailey testified that he is not on that price-fixingcommittee. 
Senator MCKELLAB. I know, but he has recommended to them.
Mr. DOKALD. He has never recommended to them.
Senator MCKELLAB. Have you never recommended to them?
Mr. BAILEY. I have not, officially. 
Senator MCKELLAB. That Is Just the thing. I can understand how 

a price might not be recommended officially and yet just as effectively.
As you will recall, one of the things I have been decrying for over a 
year is these unofficial committees actually doing the work, and I
have a letter from the Secretary of War assuring me that there was 
not an unofficial committee in operation, yet I find them at almost 
every turn of the road where unofficial committees are recommending
prices. 

Mr. BAILKY. Yon mistake the intention of my remark. 

will be in the RECORD in the morning, and he can reach his own 
conclusion. 

Mr. FLETCHER. I am not questioning that, but what 
am Interested in is that his review board has something more 
to do than to rubber stamp the action of some subordinate 
officer. 

Mr. McKELLAR. Let me interrupt the Senator. 
Mr. FLETCHER. I want to complete the sentence. The 

review board as now constituted is already operating and it is 
composed of Mr. Garnett, of Virginia; Mr. Lehmann, of New 
York; and Mr. Malone, of New York. They are actually func
tioning now as a board. So you can not say that they would be 
selected after this bill is passed with any view to passing favor-
ably on contracts or anything of that sort 

Mr. McKELLAR. The trouble about it is that the commis
sion established under the bill last reported out by the com
mittee has not any jurisdiction until It is appealed to, and 95 
per cent of the cases will not be appealed by either party, and 
you will leave it to these very men, who have been dealing with 
the Government in that way, to pass upon their own acts. If the 
Senate is willing to do that, it may do so. I am not going 
to vote that way myself. 

I next come to the testimony of Mr. Donald, and I want to 
call the attention of Senators particularly to the fact that the 
reason for accepting dollar-a-year men was that they had pe
culiar knowledge of the things about which they came here to 
do work. 

Senator MCKELLAK. Mr. Donald, will you tell us your connection
With the Quartermaster Corps? 

Mr. DONALD. I am chief of the clothing and equipage division.
Senator MCKKLLAB. When did you become chief of that division?
Mr. DONALD. About June 1.
Senator MCKELLAR. What was your business before? 
Clothing man? Equipage man? No. 

 I 
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ably criticized. He was discharged .is chief of this division 
because of his connection with practically all the firms with 
which he was doing business. That appeared in the proof, and 
the quartermaster acted upon my request and discharged Mr. 
Scott. Here is Mr. Donald, a man who comes and takes Mr. 
Scott's place, and it develops afterwards that he is Mr. Scott's 
lawyer or the lawyer for Scott's firm. Now, listen to this: 

I was asked to come to Washington last February. 
Senators, remember now we are turning the settlement of 

these contracts over to tl>ese gentlemen to settle with themselves. 
I sometimes think the poor old Government has not many
friends around. 
, Mr. SMOOT. Where did Mr. Scott so? 

Mr. McKELLAB. He went back home; but I will give it to 
you from the testimony in a moment. 

Senator MCKBLLAB. Did you ever represent Mr. Scott or any of his 
companies before that? 

Mr. DONALD. I personally have not represented Mr. Scott. My firm 
had done some business for Mr. Scott. 

•Senator MCKSLLAB. What is your firm?

Mr. DONALD. Herrick, Smith, Donald & Farley.

Senator MCKELLAB. What Herrick is that?

Mr. DONALD. Eobert F. Herrick.

Senator MCKELLAB. Of New York?

Mr. DONALD. Of Boston.

Senaton.MCKELLAB. YOU were asked try Mr. Scott to come here?

Mr. DONALD. Yes, sir.

Senator MCKBLLAB. Were you familiar with the cotton trade, the


clothing trade, before you came here? 
Mr. DONALD. No, sir. . •• 
Senator MCKELLAB. Were you ever in the clothing business or the 

cotton business? 
Mr. DONALD. No, sir. 
Senator McKxiAAn. Scu heard Mr. Bailey testify a few minutes ago 

tha t it would be difficult to find a man who had never had any ex
perience In the business that would know enough about ft to 
manage it for toe Government. How do you get along under that 
densities'? . . . . . . . . . ' 

Mr. DONALD. Our division is a very large division, and, of course, 
w* have in each of our branches'the men who are technical experts 

•  i » t h e b n e t n e a s . •:-.'••• •<•"• - •<•  v ' 
fieoator MCKELLAB. Why wer« you selected? Do you have any idea 

-•S^tspnvjiere.'.Belscted to come down here? 
•.;V.SyiJSBp,!9*Bflnr."'Hir'i«'..too modest to answer. 
!4->'Bfe': îif^$bb'-in6dest to answer; he did not answer, andMr. 
Bailey, testified for him. 

Senator MCKELLAB. Let him go right ahead. I am after the facts. 
Mr. DONALD. The clothing and equipage division was organized by

.Gen, Goethals in January ot this year. It was an entirely new organiza
tion ana they needed a large number of men to assist. I myself have 
recently been endeavoring to get another lawyer to come down here. I 
came down as general assistant, believing there would bo work in which 
I could assist. 

Senator. MCKELLAR. Keferrlng again to your connection with cotton 
firms, floes Herrick, Smith, Donald & Farley represent cotton manu
facturers? . 

Mr. DONALD. There are a good many cotton manufacturers in and 
jiround Boston and New England. 

That is supposed to be an answer to the question. 
Senator MCKELLAE. J«st tell me offhand ; I will not hold you to all of 

your clients in that particular line, but give me the more important 
ones, at any rate. *.«"»i 

Mr. DONALD. We have, so far as I know, Senator, no retainers from 

Senator MCKELLAB. I understand that, but I want to know whom vou 
Tcpresenteil. For instance, I know whether I represented the Union 
State Bank or the Central State Bank of Memphis, Tenn., and if vou 
asked me what firms I represented I could give them to you that ouick 
or if you asked me what cotton houses I had represented I can tell! von' 

Mr. DONALD. My firm • - - - - - Luu l t " y o u -

n i5Ua.f21^IcKBIoU5.- w ° u l  a y° u 8*™ me what your firm represented,
Mr fesra) Y lou have been in the firm over a year ? 

r  ? C E i  l th ? Tou are^ ^ ^ *"""e  "
Mr. DONALD. Not at the present time. 
Listen to this: 

IXCKELLAB. YOU have no interest in the partnership now ? 
h " t -i'' sai(*' an<* * ^i*1 afterwards read you " 

•wastio?mc<\''\-f^J^fr t h  e ifirm of HelTl<*. Smith, Donald &Farley 
son I-Wvlpt V •?» * OTv?erl^m?mbers  o f t D e flrm of Fls t>. Richard-

not underhand thS? f 5-™ h a  s  Pr a c t ica»y been broken up. I do 
not been since la"* Ai,.r.-?.- t l D  g ^ money from the flrm and I have 

Mr. DONALD. I was a lawyer.

Senator MCKELLAB. Were you ever engaged in the cotton business?

Mr. DONALD. NO, sir.

Senator MCKELLAB. HOW did you happen to get into the cotton


goods department of the Government? 
Mr. DONALD. Well, It is the whole clothing and equipage division. 
Senator MCKELLAB. Well, the whole clothing and equipage division;

Iiow did you happen to get into i t? 
Mr. DONALD. I was asked to come to Washington last February,
Senator MCKELLAB. By whom? 
Mr. DONALD. Mr. Scott, who was then chief of the division. 
I will say to the-Senator that Mr. Scott was the man who was 

discharged at my request, and for which I have been consider-

He interlines this: 
I do not understand that I am getting any money from (earned ay

other members of) the firm and I have not been (.received any) since 
last February. (I stated to them when I left that I did not wish to 
take any amounts thereafter earned oy the other -partners, and that 
I wished to share expenses if the salaried employees did not earn their 
expenses. If these employees earn more than their expenses, it is 
possible the partners map wish to apportion a share o] this surplus
to me, out the matter has never oeen arranged or seriously considered.) 

• I am not going to read all he said, but it is on a line with" 
the other. Here are other firms that he represents, every one 
of them doing business with his division of the Government, 
and when you turn these contracts over to him to arrange you 
are going to just tnrn them right over to the contractors to;
settle. When- you take either one of the first bills without an 
independent commission are you going to turn it over to these 
gentlemen to settle with themselves and with their clients? 

Mr. NUGENT. Mr. President 
Mr. McKELLAR. I will yield in just one minute. 
I asked him for the names and he said he had represented 

mills and cotton agents, the Queen City Cotton Mills and vari
ous others. He goes on to testify that he toot Mr. Scott's place,
I ask permission to insert in the RECOBB that testimony ver
batim. It is not very long. 

The VICE PRESIDENT. Without objection, it is so ordered. 
The matter referred to is as follows: 

STATEMENT OP Mn. MALCOLM DONALD, CHIEF OP THE CLOTHING ANB 
EqnirAGB DIVISION, QyABiEBMASTEB, COBPS. 

Senator MCKELLAB. Mr. Donald, will you tell us your connection witU 
the Quartermaster Corps? 
1 Mr. DONALD. I am chief of the clothing and equipage division. 

Senator MCKELLAB. When did you become chief of that division? 
Mr. DONALD. About June 1. 
Senator MCKELLAB. What was your business before? 
Mr. DONALD. I was a lawyer. 
Senator MCKELLAB. Were you ever engaged in the,cotton business? 
Mr. DONALD. NO, sir. 
Senator MCKELLAB. HOW did you happen to get into the cotton goods 

department of the Government? ' 
Mr DONALD. Well, it is the whdle clothing and equipage division. 
Senator MCKSLLAB. Well, the whole clothing and equipage division}

how did yon happen to get into it? 
Mr, DONALD. I was asked to come to Washington last February. 
Senator MCKBLLAH. By whom ? 
Mr. DONALD. Mr..Scott, who was then chief of the division. 
Senator MCKELLAB. Did you ever represent Mr. Scott or any of his 

companies before that? 
Mr. DONALD. I personally have not represented Mr. Scott. My firm 

had done some business for Mr. Scott. 
Senator MCKELLAB. What is your firm? 
Mr. DONALD. Herrick. Smith, Donald & Farley. . 
Senator MCKELLAB. What Herrick is that? 
Mi-. DONALD. Eobert F.- Herrick. 
Senator MCKSLLAB. Of New York? 
Mr. DONALD. Of Boston. 
Senator MCKELLAB. YOU were asked by Mr. Scott to come here? 
Mr. DONALD. Yes, sir. 
Senator MCKELLAB. Were you familiar with the. cotton trade, tba 

Clothing trade, before you came here? 
Mr. DONALD. NO, sir. 
Senator MCKBLLAB. Were you ever in the clothing business or the 

cotton business? 
Mr. DONALD. NO, sir. 
Senator MCKBLLAB. YOU heard Mr. Bailey testify a few minutes ago 

that it would be difficult to and a man who had never had any expe
rience in the business that would know enough about it to maniige it for 
the Government. HOTT do you get along under that definition ? 

Mr. DONALD. Our division is a very large division, and of course wa 
have in-each of our branches tue men who are technical experts in the 
business. 

Senator MCKELLAB. Why were you selected? Do you have any idea 
why you were selected to come down liere? 

Mr. BAILEY. He is too modest to answer. 
Senator MCKELLAB. Let him so right ahead. I am after the facts. 
Mr. DONALD. The clothing and equipage division was organized by

Gen. Goethals in January of this year. It was an entirely new organiza
tion and they needed a large number of men to assist. I myself hava 
recently been endeavoring to get another lawyer to come down here. 
I came down as general assistant, believing that there would be work in 
wbich I could assist. 

Senator MCKELLAK. Referring again to your connection with cotton 
firms, does Herrick, Smith, Donald & Farley represent cotton manufac
turers ? 

Mr. DONALD. There are a good many cotton manufacturers in and 
around Boston and New England. 

Senator MCKBLLAB. Just tell me offhand; I will not hold you to all 
of your clients in that particular line, but give me the more important 
ones, at any rate. ""•"-

Mr. DONALD. We have, so far as I know, Senator, no retainers Irom 
any Srms. 

Senator MCKELLAB. I understand that, but I want to know whom 
you represented. For Instance. I know whether I represented the Vnion 
State Bank or the Central State Bank of Memphis, Tenn., and if you 
asked me what firms I represented I could give them to you that quick, 
or if yon asked me what cotton houses I had represented I can tell you 

Ml". DONALD. My firm had four members, ana it is a firm which has-
teen in practice since 1873. and it has represented a great mauy differ
ent concerns at different times. t-

Senator MCKELLAB. Would you give me what your firm represented,
BO far as you can ? You have been in the firm over a year ? 

Mr. DONALD. Yes, sir. 
Senator MCKSLLAB. And you have been in it since the war? You are 

interested in it now? 
Mr. DONALD. Not at the present time. 
Senator MCKELLAK. YOUnave no interest In the partnership now? 
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Mr. DONALD. Last year the firm of Hei-rick. Smith, Donald & Farlej, 
was formed. We were formerly members of the firm ot Fish, Richard-
son, Herrick &N'eave. Mr. Parley, one ot my partners, went to Platts
burg in Apvll. My partner, Sir. Smith, had been in the Army and he 
is now abroad. The firm has practically been broken up. I do not 
understand that I am getting any money from {earned &t/>other member* 
of) the firm and I have not been {received any) since last February. (I 
stated to them uhen I left that I Aid not «*«fc to take any amounts 
thereafter earned hi/ the other partners, and that I wished to share ex
penses if the salaried employees did not earn their expenses. If these 
employees earn more than their expenses, it is possible the partners 
may wish to apportion a share of this surplus to me, but the matter hat 
never been arranjied or seriously considered.) [Italicized words in pa 
rentheses show changes made by Mr. Donald after the hearing.}

Senator MCKELLAR. It has been dissolved?

Mr. DONALD. It has not been formally dissolved.

Senator MCKELLAK. And there has been no modification of the agree


ment about profits of the firm? 
Mr. DONALD. We had no writtten agreement. 
Senator JICKELLAB. YOU had no agreement? 
Mr. VOVALD. (Jio written agreement.) When I came away it was 

understood that I should take no further profits {Aidnot wish to take 
profits thereafter earned by other members of the firm-)

Senator MCKKLLAK. I interrupted you when you were going to give 
me a. list of the cotton manufacturers that you represented. 

Mr. DOXALD. We have represented the Pacific Mills and the Everett 
Mills. 

Senator MCKELLAK. The Everett? 
Mr. DONALO. At times. We have represented the Harmony Mills;

Bliss, Fabyan &Co., and, Xthink, at times, Mlnot, Hooper & Co. 
Senator MCKELLAU. Did you ever represent any companies in which 

Mr. A. I*. Scott was interested? 
Mr. DONALD. The firm has. 
Senator MCKELLAII. "Which ones are those? Do you know what con

cerns Mr. Scott is interested In? Mr. Scott is in all of them, is he not,
directly or indirectly? 

Mr. DONALD. He is in two or three—three or four. 
Mr. BAIUSY. Mr. Scott is a partner of Lockwood, Green & Co. 
Mr. DONALD. J. Spencer Turner &Co. I personally did not do their 

work, and that is the reason, Senator, I can not tell you. 
Mr, B « u t  , J. Spencer Turner & Co.? 
Senator MCKEIXAH. What is that Green firm? 
Mr. BAILSY. Lockwood, Green & Co.; that Is the Mount Vernon-

Woodbury Mills. 

Mr. DONALD. I would undertake to ask him what his connection wag. 
The fact that some cotton mills have In the past employed me to do 
some legal services for them did not, <o toy mind, mean that I was at 
present Interested In those cotton mills. 

Senator MCKELLAR. Who gave Mr. Scott the light to appoint you In 
bis stead? 

Mr. DONALD. Mr. Scott did not appoint me in his stead. 
Senator MCKELLAR. Who appointed you in his place? 
Mr. DONALD, Gen. Wood, Acting Quartermaster General. 
Senator MCKELLAR. All right. Unless you wish to make some other 

statement I do not believe that there Is anything further. I am greatly
obliged to botlv of you. 

I now yield to the Senator from Idaho. 
Mr. NUGENT. I merely desired to ask the Senator from 

Tennessee which one of these numerous bills he feels will 
obviate the objections which he has raised. 

Mr. McKELLAK. The Hitchcock bill, with the amendment 
of section 3 of the committee's bill, will come nearer doing it 
than any other, and that is what I propose. I suppose the 
Senate will perfect both that and the Hitchcock bill. I mean 
under the rule or under unanimous consent the Hitchcock bill 
will be perfected and then the committee bill will be perfected. 
When it comes to the perfection of the Hitchcock bill I wish 
to offer section 3 of the committee's bill as an amendment to 
that bill, and with that amendment I am going to vote for the 
Hitchcock bill, because I think it will come nearer obviating 
the difficulties I have mentioned. 

I want to say that the same objection arises not only iu the 
equipage division and the clothing division but in the dyestuffs 
division, but it does arise especially in the vehicle division. The 
testimony shows what has been clone in the vehicle division and 
what has been done in the enamel-ware division, where one 
concern cut out all the rest of them, and its agent, who was a 
Maj. MeCubbin in the Army, bought ali except $34,000 worth 
of enamel ware from one concern over in Pittsburgh. Under 
those circumstances you are just turning over to this great 
enamel-ware concern the right to settle with its own employees 
representing the Government. 

Mr. CHAMBERLAIN. May I interrupt the Senator? Doe3 
the Senator mean to say that any of those representatives are 
on any of these boards? 

Mr. McKELLAK. I mean to say, for instance. Col. R. W. 
Lea, as shown by the proof before our subcommittee, is the 
chief of the vehicle division. He is connected with either the 
Moline or Studebaker Co., I forget which—the proof will show— 
and has sent out instructions which I am going to ask leave 
to insert tn the RECORD as a part of xny remarks, a letter, by 
which it appears to me that he instructed the vehicle division 
how they could best get the most out of their unfinished con-
tract with the Government. I have it not before me, but 
will get it and submit it, and ask unanimous consent that it 
may be inserted as a part of my l'emarks. 

There being no objection, the matter referred to was ordered 
to be printed in the RECORD, as follows: 

[Copy.l 
NOVEMBER 5, 1013. 

SforoRs ijso VEHICLES DIVISION. 
VEHICLES BRANCH, O. B. I\ & S.. 

Munitions Building, Washington, D. C. 

Mr. DONALD. It is the International Cotton Hills. 
Mr. BAILSY. Yes; the International Cotton Mills. 
Senator MCKELLAR. Mr. Scott is at the head ot the J. Spencer 

Turner Co.? 
Mr. DONALD. NO, sir. 
Senator MCKELLAR. What company is he the head of? 
Mr. DONALD. He is not the head of any firm. He is a member of the 

firm of Lockwood, Green &Co., -who are mill engineers, really, anawho 
are managers of several concerns. 

Mr. BAILEY. And part owners in these concerns that we have men
tioned here. 

Senator MCKELLAH. YOU do not recall any others? 
Mr. DONALD. I think our firm has doubtless represented other firms 

of n similar kind. 
Senator MCKKLLAR. Yes. As a matter of fact, your firm is a large 

firm and represents a great many of these mills and cotton agents, does 
it not? 

Mr. DONALD. It has, from time lo time. 
Senator MCKKLLAR. It has, from time to time? 
Mr. DONALD. I believe I did a small amount of. -work for the Queen 

City Cotton Mills last year. 
• Senator MCKELLAR, Have all these concerns got contracts with the 

Government? 
Mr. DONALD. I have not the slightest Idea, Senator. 
Senator MCKELLAK. DO you know whether any of them have? 
Mr. DONALD. Yes; 1 think so. 
Mr, BAILEY. They all have, unless we have overlooked them. 
Senator MCKELULU. Unless you have overlooked them. Now, why

did Mr. Scott want you, a lawyer, to come down here and engage In 
the cotton goods business? 

Mr. DONALD. He asked me to come down and take up the question 
of the inspection of our coods. 

Senator MCKELLAR. When did he ask you to come down? 
Mr. DONALD. In January, I think. 
Senator MCKELLAR. YOU came, when? 
Mr. DOXALO, I came in February, as I recall It. 
Senator SICKELLAR. YOU came as a doliar-a-year man? 
Mr. DOXALD. No; I have been paid a salary of $3,500. 

» * • • * • 
Senator MCKELLAR. Whose place did you take? 
Mr. Dô AW>. Mr. Scott's place. 
Senator MCKELLAR. YOU took Mr. Scott's place? You knew that

Mr. Scott's resignation hud been asked for because of his connection
with the various concerns which he had been in business with did 
you not? 

Mr. DOXALD. I understood that was one reason. 
Senator MCKELLAR. AS a lawyer did you not feel that your com

ing into the sntne place, representing all these companies, or In part
representing all these companies, would put you in virtually the same
position that Mr. Scott had been in before? 

Mr. DOXALD. I do not understand that I am representing all these
companies. 

Senator MCKF.LLAR. YOU have just testified here to representing a 
great number of mills, and being the legal representative ot Mr. Scott
himself, or one of his mills, and you say you came here at his request, 
and you have taken his place, and my question is that, when you have 
seen tunt Mr. Scott was asked for his resignation because of his con
nection with these various mills with which you say you are connected,
would it not have seemed to you—I am just asking this very plainly 
and very bluntly—that it would put you iu the same category as It
would Mr. Scott? In other words, if a vice president of Mr. Scott's 
company, or a man Interested just precisely like Mr. Scott was, had 
come to you and asked you for legal advice, saying that Mr. Scott had
Just been dismissed from the Government service because he was con
nected with all these cotton firms, and asked you if you would advise
him to take Mr. Scott's place, under those circumstances you would 
not have hesitated a moment in saying that this other man who was
t U  l situated would fall under the same ban, would you} 

Cancellation of Escort Wheel Contract, P. O. No. — . 
1. It has been found, in thft best interest of the military service, 

necessary to cancel a large portion of the undelivered balance of con-
tracts for Escovt wagon wheels; and your contract, as above noted,
covering Escort wheels la reduced to wheels, in accordance with 
mutual agreement reached with you when you were in the office of the 
Vehicle Branch at "Washington. November —, 191S. The plnn of 
procedure covering this cancellation of • Escort wheels wnsdls
•ussed with you, and an adjustment which will save you from loss In 
he transaction la to be made substantially according to the following

plan: 
a. No payment will be made for prospective profits on the canceled 

portion of your contract. 
b The Government will enter into a supplemental contract with yon 

whereby your original contract is reduced in size by the amount above 
stated and whereby you will be reimbursed for the following items, 
upon furnishing satisfactory written statements, certified as correct 
nd checked and approved by Government officers. 
2. Those items are allowable only when the expenses are Incurred t>r 

ou in good faith for the performance of the contract and as fnirly 
nd properly apportionable to the Escort wheels, delivery of which is 

now terminated. 
a. Expenses of special engineering, plant organization, anil miscel

laneous indirect Hems: This Item wiu cover these expenses which may 
not now be shown ns tangible assets, sucn a the cost of perfecting or
ganization, general engineering expenses incurred in the designing and 
nstallation ot special equipment acquired, and such other provable 
terns which in ordinary manufacturing experience cause the earlier 

deliveries on a contract to be less profitable than the later deliveries, by 
reason of delay ta obtaining good production, on account of training 
of organisation required in equipment, Increased cost of admlnfstra
ion and supervision on account of lack of acquaintance with diffi
culties, etc. Some firms charge such items to " job cost,1' in which 
•ase certified account can be easily rendered. If such practice is nol 
anployed Toy you, it is very necessary that you scrutinize this Itea 

carefully, so that the figures submitted may be supported by the facts 
fathered through possible later investigation. 

 I 
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Manufacturing experience usually shows that the last part of a con 
tract renders a larger percentage of profit than the first portion of 
deliveries, larsi- enough in most cases to make up for the smaller 
profit in the first period of production. As this portion of the contract 
rendering a more favorable profit is hereby canceled, some recognition 
of the spread of this indirect expense will be given; but you are 
cautioned, as stated above, to go into this matter in detail, as profits 
or losses vary according to tho efliciency of concerns, and figures sub
mitted on this item must be irrefutable. 

Several contractors in tfar conference have stated that they would 
undoubtedly waive this claim, especially those -who have been on quite 
similar wheel production prior to the taking of the contract which ia 
now partially canceled. 

The statement covering it, therefore, should be clear, convincing, 
and supported by actual cost records which you can fully substantiate. 

b. Cost of facilities and equipment provided solely for the perform
ance of this contract: This includes machinery and special tools and 
cost of installing these, dry kilns, buildings and necessary remodeling, 
and other equipment which falls within the proviso. Those Items must 
be accompanied by a sworn statement covering the cost of all such facili
ties, item by item, and the statement must be clearly provable by youby
original invoices, book, entries, or other information submitted. To 
guide you in the handling of this matter an assumed case Is explained 
below: 

For example: Let us state that 5100,000 was spent on the equipment 
as covered above, to take care of the manufacture of 100,000 wheels, of 
which 50,000 wheels are now canceled. 

From this total, fully set forth, is to be deducted an amount which 
can be fairly and iroperly considered absorbed in the completed portion 
of the contract. In other words, as you build wheels you gradually ab
sorb the cost of special facilities. 

In the assumed case, 50,000 wheels will be built out of the 100,000 
wheels for which equipment and facilities were provided. One half the 
original cost la therefore absorbed, and the difference Is $50,000. 

From this amount (difference between original cost and cost absorbed)
Is to be deducted the appraised value of the facilities. This will be 
determined by three appraisers—one appointed by the contractor, one 
appointed by. the contracting officers, and the third appointed by those 
two. This appraised value Is ascertained by them—In other words, a. 
salvage value depending upon the value of the facilities to you in your 
manufacture or their resale value to others or possibly scrap value, is to 
be deducted. In determining this, it is presumed that the expense of 
removing the facilities, if this should be necessary, will be considered. 

In our assumed case, suppose the appraised -value was $10,000, then 
the sum- remaining is the net compensation due you on account of 
expenditures made for facilities and equipment provided solely for the 
performance of your contract. . .  . 

In this case the difference is $40,000, and this amount will be paid 
to you by the Government. 

In preparing the tentative statement on this Item B sub b, the ap
praised value will have to be left Wank. • When you are ready for 
the appraisal to be made, the appraiser selected by the contracting
offlcers will be sent to your plant to perform this duty Immediately 
upon notification. 

C. Where you have provided in good faith Items of material which 
will be left on hand and which are over and above the materials re
quired In the wheels covered by the reduced contract which you will 
be allowed to produce, Buch materials will be purchased by the Govern
ment and will become the property of the United States. Such items 
will be covered by certified invoices and In determining unit value 
f. o. b. your plant there will be included an additional 10 per cent 
covering handling charges in and out and'any other necessary com
pensation. 

Continuing our assumed • case: Say you have on hand 50,000 club 
turned spokes which cost you 13J cents each at your factory. Part 
of these are fully finished, part kiln dried, and part green club turned. 
Assume that the portion of the order that you are allowed to complete 
consumes all of the finished and kiln-dried spokes and you have left 
over 16,000 green club turned spokes. You would, therefore, show 
this item as—16,000 escort wheel spokes, green club turned, cost 
f. o. b. your factory 13.5 cents each plus 10 per cent handling, 14.85 
cents each—for all $2,376. You will attach to your statement certi
fied invoices showing the purchase and delivery of such quantity at 
such price. 

If it happens tiat you have material left on hand partially finished 
by you the labor expended thereon will be shown by proper cost 
sheets certified to you fls correct. . • ,

D. Cost to you to cover cancellation of obligations Incurred In good 
faith, covering materials or work provided solely in the performance 
of the contract. If you have outstanding obligations for materials— 
hubs, for instance—above those that will be required by yqur revised 
contract, you should cancel that obligation at tfle lowest possible cost 
to yourself and at no cost If that Is possible. 

The basis of such a cancellation should be identical to that applied 
by the Government, to you and as explained above. While you are 
urged to initiate those negotiations at once, you are requested before 
completing same—where it is necessary to ngree to pay money to a 
subcontractor—to submit your tentative proposition for review by
Government officers so that you will not incur an expense which they 
may later feel not Justified in allowing. It is believed that most of 
these cancellations can be effected at little or no cost. 

3. It is advisable for you to make your statements comprehensive 
and self-explanatory so that they, may be acted upoa complete and with 
dfsDatch and avoid delays In requesting further proofs and Information 

4. It ia suggested and strongly urged that there be used in the bal
ance of your production, first the moat highly manufactured materials 
so that there will be left over, if any, only the least expensive Items as 
surplus. This is m Ihe Interest of conservation of labor and material 
iind will tend to greatly reduce the loss of cancellation to "be Govern
meni?. 

5. On account of a careful analysis of the entire stock situation nnri 
discussion with manjuacrurers it was shown that amp°e materials"were 
already on hand to balance production at all factories and it la th^re 
fore assumed that further production of  a U raw materials has been 
stopped. 
' 6 If an advance on your contract lias been secured bv vo« from the 
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contract they covered and not for materials used in the ordinary course 
of your manufacture or to retire bank loans then outstanding. 

7. Tbe cost of additional dry kilns, whether built on approved appli
cations or not, should be included under B—Facilities and equipment 
provided by the contractor at his expense solely for this contract. 

8. It is requested that you give this matter your immediate, careful 
consideration, forwarding all papers complete to the Motors and Vehicles 
Division, Vehicle Branch, Munitions Building, Washington, D. C, at 
the earliest practicable date. 

By authority of the Director of Purchase. 
R. W. LISA,

Colonel, Q. M. C, in charge Vehicle Branch. 

QUAKTERMASTEB COWS. 

UNITED STATES SEXATE, 
SUBCOMMITTEE ON MILITARY AFFAIRS,

Washington, D. C, Friday, October 11, 1918. 
The subcommittee met at 2 o'clock p. m., Senator KENNETH MCKELLAK . 

presiding. 
Present, Senators MCKBIXAB, SUTHERLAND, and JOHNSON of California. 

STATEMENT OF MAJ. JOHN C. M'CUBBIN, QUARTERMASTER CORPS, EXITED 
STATES ARMY. 

Senator MCKBLLAR. Will you give your full name and title to the 
stenographer ? 

Maj. MCCUBBIN. John C. McCubbin, major, Quartermaster Corps. 
Senator MCKELLAB. HOW long have you been a major In the Quarter-

master Corps? 
Maj. MCCUBBIN. I think it is since the 6th of September. 
Senator MCKEIXAB. 19177 • • • 
Maj. MCCUBBIN. 1918; this past September. 
Senator MCKBIXAB. When were you first commissioned at all? 
Maj. MCCUBBIN. February l ; 1918. 
Senator MCKJBIXAB.  AS what? 
Maj. MCCUBBIN. Captain. 
Senator MCKEIXAB. when did you come to work for tie Government ? 
Maj. MCCUBBIN. It was August 15, 1917. 
Senator MCKBIXAR. In what capacity? 
Maj. MCCUBBIN. As purchaser of plumbing materials. 
Senator MCKBIAAB. with what concern were you at the time? 
Maj. MCCUBBIN. The Standard Sanitary Manufacturing Co. 
Senator MCKBIXAH. HOW long bad you been with that company? 
Me}. MCCUBBIN. Not quite three years; about, I should say, two years 

and eight months, I think—two years and seven or eight months. 
Senator MCKEIXAR. Are you Interested in that company? 
Maj. MCCUBBIN. NO, sir. . 
Senator MCKSIXAR. HOW were you interested—as a salaried man? 
Maj. MCCUBBIN. Salaried; yes, sir. -
Senator MCKBIXAR. Wnat salary did you get? 
Maj. MCCUBBIN. Just when I came Into the company ? 
Senator MCKEIXAB. Yes. 
Maj. MCCUBBIN. I was getting $3,000 a year. 
Senator MCKEIXAR. When did your service with the company cease? 
Maj. MCCUBBIN. I think my resignation took effect the 14th, the 14th 

or the 15tb. Tho matter was handled so quick, I don't know just what 
day. I know I was at the office one day, and went to work the next, I 
think. • 

Senator MCKEIXAR; Who called you to come? At whose request did 
you come? 

Maj. MCCUBOIN. Maj. Hamilton's, who was then purchasing agent of 
the cantonment division. 

Senator MCKBIXAR. HOW did you happen to meet Maj. Hamilton? 
Maj. MCCUBBIN. I was brought to Washington—my location was 

changed for the. Standard Co., and I was brought up to Washington on 
account of one of the Washington men being sick here, and the other 
away on his vacation; and I think the cantonment division then wanted 
some one to succeed Capt. Maddock, who was looking after the pur
chasing of material, and through Capt. Maddock,. Jjaj. Hamilton re-
quested that they get some one to take this place, and they communi
cated with the Washington office of the Standard Co. while i was here, 
and the commanding officer carried it over to Maj. Hamilton. [Revised 
by Exhibit 2, p. 611 post.] . . 

Senator MCKELLAR. Did this arrangement have the approval at that 
time of the Standard Sanitary Manufacturing Co. people? [Bevised by
Exhibit 2, p. 011 post]

Maj. MCCUBBIN. SO far as I know, it did not. -
Senator MCKELLAH. Was Mr. Ahrens down here at'that time? 
Maj. MCCUBBIN. At the time that.I went into the service? 
Senator MCKBIXAR.. When you went into the service. 
Maj. MCCUBBIN. NO, sir. 
Senator MCKBLLAR. Has he been here? 
Maj. MCCUBBIN. He was here in November, I think, the first time, and 

he was here in August. 
Senator MCKBIXAH. What was the name of the first gentleman you 

mentioned? 
Maj, MCCUBBIN. Capt. A. M. Maddock. 
Senator MCKBIXAR. What position did he hold with the Government ?-
Maj. MCCUBBIN. He was looking after the purchase of plumbing ma

terials, working In the Government's Interest, with tbe contract that 
they had with T.he Government; and at this time the change was made 
when the Government canceled the Crane & Co. contract, anil looked 
after the purchase of their own material. 

Senator MCKELLAR. Are Crane & Co. in the enamoled-ware business? 
Maj. MCCUBBIN. They are manufacturers of steam supplies and job

bers of plumbing materials. 
Senator MCKEIXAR. What became of Capt. Maddock? 
Maj. MCCUBBIN. He resigned and went back to civil life. 
Senator MCKEIXAR. He went back to work for his company ? " 
Maj. MCCUBBIN. Went back to his own company. 
Senator MCKJSIXAH. IS that your purpose when the war is over? 
Maj. MCCUBBIN. I do not know where I can go; whether 1 can go barfs 

:o the same company or not. 
Senator MCKBLLAR. Have you any such arrangement? 
Maj. McCtiBBiN. No, sir ; none whatever. 
Senator MCKECLAB. HOW long did they pay jour salary to? 

, Maj. .MCCUBBIS. I think they paid the half month of August, to the* S&SFw?IlWe WFS^SSst f \*MkI date of resignation. The understanding at that time was tbat I 
would be there, at most, only 60 days. 

Senator MCKELLAB. Have you bought from the company with which 
you were connected at the time at which you went into the service since 
rou have been in the Armyi

Maj. S£cCuBBi3f. Bought from that company?At 
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Senator MCKKLLAR. Yes.

Maj. MCCUBBIN. Yes. sir.

Senator MCKETXAH. TO what extent?

Ma}. MCCOBBIN. I am unable to give It to you In dollars and cents,

it it has been a considerable amount of money.

Senator MCKELLAB. Can you furnish U3 the exact amount?

Maj. MCCUBBIN. We are working on that list now. Col. Willcutt Is


aving all that matter tabulated and worked up.

Senator MCKBLLAB. Have you recently entered into considerable con


:acts with that company?

Maj. MCCUBBIM. No, sir.

Senator MCKJXLAR. When was the last contract?

Maj. MCCUBBIX. We have never made any contract with them out


ide of that in July, when the blanket orders were made to cover 90,000 
•	 loset combinations. That company received a portion of that order;

large portion of the 90,000. If I remember right, it was 
Senator MCKELLAR (interposing). How much was that in money? 
Maj. McCnBBiN. I do not know. I did not figure that out. 
Senator MCKELLAR. AS a representative of the Government, do you 

iot figure out what it costs? 
Maj. MCCUBBIN. So far as my work on that end was concerned1, I 

inly compare and compile it, and that is submitted to what we call 
he board of review that is appointed by the general purchasing agent 
.f Gen. Cole's division, and it is all submitted to them, the tabula-
ion and alt, for their approval. The total amount of the 90,000 was 
Spired out, but for the different companies; what each of the different 
companies had was not figured. [Revised by Exhibit 2, pp. 611-612 
)OStl

Senator MCKEELAR. Did you take bids on this?

Maj. MCCUBBI.V. Yes; bids were taken on those 00,000 closets and


tabulated.

Senator MCKELLAR. Have you the bids with you?

Maj. MCCUBBIN. Not with me, but they are at the office.

Senator MCKELLAB. Will yon make them exhibits to your testimony?


I want the bids that were made by the companies.

Maj. MCCUBBIN. Yes, sir.

Senator MCKELLAB. Was this Sanitary Co. the lowest bidder?

Maj. MCCUBBIN. Five or six of them were low bidders on the entire


crOer. 
Senator MCKELLAR. Did they get it all? 
Maj. MCCUBBIN. NO, sir;-they only had one part of it. 
Senator MCKELLAR. HOW much of it did they get? 
Maj. MCCUBBIN. They had, I imagine, roughly speaking, approx

mately speaking, one-third ot the amount. 
Senator MCKELLAR. What proportion of all the work has gone to

this company since you have been in the employ of the Government 83
purchasing agent of this particular kind of material? 

Maj. MCCUBBIN. Enameled ironware?

Senator MCKEILAR. Yes.

Maj. MCCUBBIN. 1 imagine, I should! think, 6 per cent. Between


COand 65 per cent.

Senator MCKELLAR, What other concerns have gotten any at all?

Maj. MCCUBBIN. The United States Sanitary Manufacturing Co.

Senator MCKEMUAR. Who represents that company?

Maj. MCCUBBIN. The Washington representative, you mean?

Senator MCKELLAR. Yes.

Maj. MCCUBBIN. They have none here at all.

Senator MCKELLAB. IS not Mr. Arrott connected with it?

Maj. MCCUBBIX. Mr. Arrott is president of that.

Senator MCKELLAR. HOW much has he gotten?

Maj. MCCUBBIN. I am unable to say on that.

Senator MCKELLAR. Was it a large or small amount?

Maj. MCCUBBIN. In comparison, I should judge with the total


ordered, it would be a small amount. Do you wish the names of some 
of the others on that ? 

Senator MCKELLAR. What others did you give any to? 
Maj. MCCUBBIN. There was the Kohler Co., of Kobler, Wis.; the Iron

City Sanitary Manufacturing Co., of Pittsburgh. 
Senator MCKELLAR. YOU do not remember how much they got? 
Maj. MCCUBBIN. NO, sir. That is what we are working up now, to 

get the exact number of orders and the tabulation, and all on that. 
Senator MCKELLAB. There is not any trouble about it, is there? Have 

you not got books that show it? 
Maj. MCCUBBIN. NO ; it is just the compiling of the records, and


getting them all together. Col. Willcutt's order was to go back to the

beginning and get the whole information up.


Senator MCKELLAR. Who is the representatives of the Standard here?

Maj. MCCUEBIN. In Washington?

Senator MCKBLLAR. Yes.

Maj. MCCUBBIN. Mr. George Herth, jr.

Senator MCKELLAR. What are your relations with Mr. Herth?

Maj. MCCUBBIN. No relation whatever.

Senator MCKELLAR. Are you good friends?

Maj. McCtiBBi.v. Yes, sir.

Senator MCKELLAR. What is the degree of relationship, so far as

friendship is concerned? 
Maj. McCcBBtN. That is all; only no more than friendship. We

have known each other for a number of years. 
Senator MCKEIXAR. DO you wish to leave it that way? Because I 

am going to investigate it rather carefully and I do not want to mis
lead you at all. Are not those relations very close and intimate?

Maj. MCCUBBIN. Very friendly.

Senator MCKELLAR. Are they not unusually close and intimate?

Maj. MCCUBBIN. I would not think any more than some other friends


X have got.
Senator MCKELLAR. HOW often do you meet? 
Maj. MCCUBBIN. 1 see him probably three or four times- a week
Senator MCKKLLAR. Oftener than that? 
Maj. MCCUBBIN. NO, sir. 
Senator MCKELLAR. DO you take lunch with him pretty nearly every 
Maj. MCCUBBIN. NO, sir.

Senator MCKELLAR. Quite frequently?

Maj. MCCUBBIN. I have, until we were notified to stop.

Senator MCKELLAR. That is since this investigation was started?

Maj. MCCUBBIN. It was before then.

Senator MCKELLAB. That you were notified to stop—before this in


vestigation began ?
Maj. MCC'UBIUN. No; before that. 
Senator MCKEILAR. When were you notified before that? 
Maj. MCCUBBIN. I think it has been, offhand, about sis or eight

weeks ago.
Senator MCKELLAR. Who notified you? 

Maj. MCCTJBBIW. Col. WHcutt 
Senator MCKELLAR. HOW did he happen to notify yon that youf

relations with this man were 
Maj. MCCUBBIN. It was not particularly to one. It was a general

order that was made—that was announced to us at a general meeting
that we have at the close of the week, that we were told. 

Senator MCKBLLAR. What other representative of a company had you
been intimate with before that? 

Maj. MCCUBBIN. I have known Mr. Cline, of the United States Sani
tary Manufacturing Co., for quite a number of years, and also Mr.
Arrott. 

Senator MCKXIAAB. Are your relations with either of those gentlemco
intimate, like they are with Mr. Herth? 

Maj. MCCUBBIN. NO, sir. I do not come in contact with them.
Senator MCKELLAR. IS there anything about your relationship with

those two that would make your commanding officer issue an order in 
regard to them? 

Maj. MCCUBBIN. That order was for everybody. It said, " any ven
I


dors whatever "—everybody in the office, that order was issued to.
might say that I have known Mr. Herth—both of us were very close
friends before either of us went with that company. 

Senator MCKELLAR. And since you have been here with the Govern
ment that relationship has been continued, and in the purchases you
have made you have given your old company most of the business, have 
you not? 

Maj. MCCDBBIS. The only business they got, the prices were low, or
they had the service or delivery of material.

Senator MCKEJCLAH. Were they always the lowest 1 
Maj. MCCUBBIN. If the prices were not always equal, we always

found the shipment conditions better, or the location of some of the
plants 

Senator MCKKLLAR. Was that the only instance? When you found
the prices of others lower, is it not true that you, having been with that 
company, and having been on such intimate relations with its officers, 
yon always found that, other things being; equal, there was something
else? 

Maj. MCCCBBIN. I did sot let that interfere at all. Senator.
Senator MCKELLAR. If you did not, why is it that atl of the other

companies, -who have not been getting the business, feel so very much
aggrieved? You having been the representative of this company up
until the day you went into the Army, and since yoa bare been in the
Army having been in the most Intimate personal and official relation-
ship with the representative of this one company, and the other com
panies not getting any of the business, are you surprised that they feel
somewhat aggrieved that you are showing great favoritism toward your
old company f 

Maj. MCCUBBIN. From the Information I hare got I do not blame 
any of them for making complaint. As I understood, the representative 
of the Standard Co. told them that they had received a tremendous big
order which they did not even have the opportunity to bid on. (Re-
vised by Exhibit 2, p. 612, post.)

Senator MCKBLLAB. I •will now ask you aboui that. Did you buy
for the housing contracts? 

Maj. MCCUBBIN. NO blanket contract order has been placed for the
housing at all, except for the closet combinations. 

Senator MCKBLLAR. That is not the question I asked yoa. We will 
get along better and much faster if you will just answer nay questions. 

Maj. MCCUBBIN. That is what I want to do.
Senator MCKELLAR. I do not mean to say that you mean, not to. I 

am going to be very frank and very direct with you in my questions, 
and I want your answers in the same way, and I am sure you will give
them to me since it has been called to your attention. 

My question is, Are you buying for the housing? 
Maj. MCCUBBIN. Yes, sir.
Senator MCKBLLAR. Are you buying under written contracts? 
Maj. MCCDBBIN. NO, sir. 
Senator MCKBLLAR. Are you Just placing your orders with the Stand

ard Co. for those contracts? 
Maj. MCCUBBIN. NO, sir: we are placing with the others, too. 
Senator MCKBLLAR. Which ones have you placed orders with for tha 

housing? 
Maj. MCCUBBIN. With the Sanitary Manufacturing Co.
Senator MCKBLLAR. HOW much?
Maj. MCCUBBIN. They made a price here about 2 weeks or 10 days 

ago, which put their price lower, and since theu they have had all of the
enameled-ware business.

Senator MCKBLLAR. HOW long ago was that; when ?
Maj. MCCUBBIN. About two weeks ago.
Senator MCKSLLAR. Will yon give the exact date?
Maj. MCCUBBIN. I can give you the exact date on that
(The witness later stated the date to be September 28, 1918.) (See 

^Senator ^CKBLLAB.NOW, Major, I am a perfectly frank man. You 
remember that this examination took place on September 25, just a 
little more than two weeks ago. I want to ask you if the only reason 
hat you gave this other company one order was because these gentle-

men complained to our committee, and it was developed for the first 
time that you were placing practically all the orders -with your old com
pany, and with your friend, and that therefore this other company got 
hat order; is that correct? 

Maj MCCUBBIN. NO, sir. I can get you the exact date. Mr. Kelly 
and Mr Meyers of the Iron City Sanitary Co. came to the office and 
called and asked if we had placed any blanket orders, if we had cov
ered for all of the enameledware business, an4 I told him no, we baa 
not • that we did not have our requirements. He asked if it was too 
late'for him to submit prices. I told him no, he could submit prices 
any time. 

Senator MCKELLAB. Will you kindly answer this question: You ana 
I are comparatively young men and have our lives largely before us. 

Senator MCKBLLAR. DO you think that in passing upon the bids or
quotations of these 12 or 14 enameled-ware companies that are asking 
or the Government business, in view of your long association with
he Standard Co. and your knowledge of that company, in view of
he intimate relationship that exists between you and Mr. Herth, the

representative of that company, you can be absolutely fair and im
partial toward all those concerns in buying for the Government?
•Jow, just as man to man, heart to heart, is it not the very essence of

human nature that you would give your own company, the company 
of your friend, the company that you have been employed by a long
time and you know so well, the best of it? Now, is not that correct!

Maj. MCCUBBIN. NO, Senator; I can not say that I let that inter-
ere at all. It was not my intention of doing anything of that kind. 
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Sena lor MrKBtXAR. 'Whether it was the intention or not, you know 

that WP naturally feel very kindly toward our own? 
Maj. JUcCcnui.v. l'es. 
Senator MCKELLAB. Will you furnish the prices at .which all the 

goods that have heen bought by you from the United States Sanitary
Manufacturing Co. ?;ere purchased, the names of the articles, and the 
prices paid? " • • „ ' • » * 

Maj. MCCCBBIX. That report is being made up now for Gen. Mar-
shall to submit to you, I am pretty sure. 

Senator MCKET.HR. Cen. Marshall told you, of course, about the 
complaints that had been made against you? _

Maj. MCCCBBIX. Col. Wiilcutt told me. this. I was called to Gen. 
Marshall's offlco this morning, and he told me to come up here, that 
yon wished to sec me. . 

Senator MCKEIXAB. Had you never talked with Gen. Marshall 
about it before ? 

Maj. MCCI;BBIN\ No. sir. 
Senator MCKELLAR. It was only from Col. Wiilcutt? 
Maj. MCCUHRIX. Yes; Col. Willcutt. . 
Senator MCKELLAII. Col. Willeutt told you that Gen. Marshall 

had called his attention to this testimony? 
Maj. MCCOBBIX. He said that Gen. Marshall had received word 

from you, I believe—I do not remember how he. said that the word 
came to him. 

Senator MCKEIXAR. Have you let any contracts since that time/

Maj. MCCUBBIX. No, sir.

Senator HCKRI.LAR. HOW much stuff have you got contracted up to


date? 
Maj. MCCUBBIX. On contracts? ... 
Senator MCKKCXAB. What is the extent of your contracts with the 

Standard "Co. now ? ' , . 
Maj. MCCCBBIN. The only contract we have with them is for some 

closet tanks and bowls. 
Senator MCKELLAH. TO what extent is that? 
Maj. MCCOBBIN. I imagine that they have on hand, on a rough 

estimate, maybe about'10,000 bowls and probably about 10,000 or 
12.000 tanks. That is the only contract that they have. 

Senator MCKELLAR. There Is no question about the capacity of 
these concerns to furnish these goods? There was active competi
tion, was there not? 

Maj. MCCUBBIN. Yes, competition. We have placed orders with 
some. Senator, and they turned them down. 

Senator MCKEIXAU. Which ones turned them down? 
Maj. MCCUBBIN. The United States Sanitary Manufacturing Co.,

the Cahill Iron Works, and the Kohler Co. 
Senator MCKELLAE. When did the Cahill Iron Works get a contract? 
Maj. MCCCBBJN. I have got the date of that here. That order was 

made on July 19. 
Senator MCKELLAK. DO you not think that the Government ought 

to have a man buying these enameled goods who Is totally disasso
ciated from all of the various companies? 

Maj. MCCOBBIN. In purchasing. Senator, I do not see that that 
wonld have any connection at all with that. 
• Senator MCKMXAB. Considering the fact that you had been the 
representative of the largest enameled ware company of them all, and 
yourself on tba most intimate terms, as yon have testified about,
with the Washington agent of that concern, and in view of'the order 
which Col. WlUcutt has heretofore given in relation to your association 
with any representatives of any firms that were selling to the Gov
ernment, do you not think that, looked at from the Government 
standpoint and not from, your standpoint, a man with a knowledge 
of the business, but-disassociated from all these supply firms, would 
l&'mucB better for the Government's interests? 
.. Maj. JJJCCOBBIN. I think that if I had the direct placing of the or
oejs. or. authority to place orders, that question should be brought 
up and changed, but I have no authority to do that. 
•" Senator MCKEIXAR. YOU place the orders in the first Instance. 

Maj. McCtfBBitf. Yes. 
Senator MCKELLAR. Who places them? 
Maj. MCCCBBIN. I only make the recommendations. 
Senator MCKELLAR. Has any recommendation of yours ever been 

turned down? 
Maj. MCCOBBIN. NO, sir; 1 can not say that it has. 
Senator MCKELLAB. Then, if you recommend them and hone of 

them has ever been turned down, does not that make you really the 
placer of the orders—give you the power to place the orders? 

Maj. MCCUDBIN. They are all furnished in the tabulation of the 
bids, and it goes to the board of review. 

Senator MCKELLAR. I understand that, and I am perfectly familiar 
with these boards of review. . 

Maj. MCCCBBIX. Yes, sir. 

QUAHTEBMASTEB COBPS.

UNITED STATES SENATE,


SCBCOSIMITTEn ON MlLITAHT AlTAIBS 
Washington, D. 0., Friday, November IS, X91S. 

The subcommittee met, pursuant to1 the call of the chairman at 
10.30 o'clock a. m., in room 248, Senate Office Building, Senator 

rKEXNRTH D.- MCKELLAR presiding. *
Present, Senators MCKELLAH (chairman), SOTHEELAND, and JOHNSON 

of California. 
There appeared before the committee Mr. Theodore Ahrens, president 

STATEMENT OF 3IH. TEEODOnE AHUEXS, PBESIDBNT OP THB STANDARD 
SANIXAB5T UAXOTACTUniXG CO. 

Senator MCKELLAB. Your name is Theodore Ahrens? 
Mr. AHBENS. Yes, sir. . 
Senator MCKEH-AB. YOU desire to tell the committee something about 

the Standard Sanitary Manufacturing Co.'s contract with the Govern
ment, and if you desire you can just go ahead and say what you like. 

3Ii\ ASRSSS. 1 will be very glad to do that. Senator, but I would like 
to ask iirst whether you would care to tell me just generally what 
these charges are In which we are implicated. We have never seen any
written charges of any kind. All we have heard about it is hearsay. 

senator MCKELLAE. Did yon see the testimony of Maj. McCubbin?

Mr. AanExs. No, sir.

Senator MCKELLAB. The substance of the complaint made is that


Maj. McCubbin. now In the Construction Division, I believe, of the 
Uunrtermaster Corps, was formerly your employee; that he came from 
Jour office into the Army and was immediately given the position ol 

purchaser of plumbing supplies and enameled ware supplies, which 
your company is engaged in selling, and that he has since that time 
virtually bought the greater part of such supplies from your com
pany ; that he was constantly In company with Mr. Herth, •ypur 
" agent" nere, taking lunch with him virtually every dny until he 
was directed by his superior officer not to do so; that the other 
13 or 14 manufacturers, of these supplies were thus frozen -out of any
participation in the Government's business, and that your company
had access to the plans of the Government and that when quotations 
were asked for, Maj. Cubbins very promptly informed your company 
of the quotations of others, and that you thereupon gave a lower quota
tion, in the particular instance in order to get the business, and that 
you had yourself boasted at a public meeting somewhere—I have for-
gotten where—that you had a contract of 25,000 bathtubs, and prob
ably other paraphernalia to go with them, and that on January 1,
1919, under orders of the War Industries Board, you having the only
contract with the Government, all others of your competitors would be 
unable to get iron for the manufacture of this enameled ware, and in 
that way Maj. McCabbln would put all the rest of your competitors 
out of business and leave you with the only good business in the 
country. Now, that is about the substance of the testimony, as I 

Mr. A'HBBNS. May I just answer that la my own fashion the best 
way I can? 

ITirst, I admit that Maj. McCubbin—formerly Capt. McCabbin—was 
in our employ before he went to work for the Government. We, like 
other manufacturers and business concerns, were asked to submit names 
of our people to the Government when the Government required such 
men. we did not submit Mr. McCnbbin's name. My partner, Mr. 
Torrance, recommended a man from Pittsburgh, but Mr. McCubbtn's 
name was submitted among a number of applicants and picked out. by
whoever the commanding officers were that had that matter In charge. 
Mr. McCubbin was indorsed by Capt. Archie Maddock, his predecessor 
in the office, a prominent pottery manufacturer in our line, who had 
the position that Mr. McCubbin occupied, but who had to give it up; 
and he, in fact, was instrumental in having Mr. McCubbin appointed or 
recommended him. ' 

As to our getting a very large part of the business that Maj. McCuli
bin had to place, that may be true. I do not know how much Maj. 
McCubbin placed, all told, or what the total volume of it Is—I have 
no "figures—but we did furnish the Government a- very large quantity 
of plumbing materials of all kinds, and enameled ironware, brass 
goods, pottery, and other plumbing material that we manufacture^ 

The reason, Senator MCKELLAB, why we secured this business and 
why we got the larger part of it is contained in this sentence, that 
as the largest producers in our line, with a better organization and 
better distributing facilities, we were in a position to render the 
Government better service,/and did so. Let me also give you this 
statement, that our prices were always right and In many Instances 
lower than those of other manufacturers. Other manufacturers,. in 
discussing Government business, have complained to us that our prices 
were too low. They told us this. Other manufacturers refused busi
ness—among them particularly the Cahill Iron Works, of Chattanooga, 
and the Standard Sanitary Co., of Pittsburgh—at prices which we 
were willing and glad to accept. 

You know, Senator MCKEIXAB, that during these strenuous times this 
year, when the Government and everybody working for the Govern
ment had to exert every effort in their power to get deliveries to the 
Government promptly,. the deliveries were of great importance. De-
liveries of the larger quantities. of material required by the Govern
ment could be made by us and could not be made by the other manu
facturers. * . • 

Now. I would like to get this point strong, because it is a vital point 
The other manufacturers were utterly unable to handle the Govern
ment business, because it came In such volume and in such short time-
that only my company's organization was then able to handle it, and 
if any other man had sat in Maj. McCubbin's chair and had had these 
orders to give we probably would have gotten from them about as much 
as Maj. McCubbin gave us. To illustrate that, let me say that in the 
Quartermaster Corps at Jeffersonville, Ind., which he has nothing to 
do with at all, we have been all of this year getting as large a per
centage of the business as Maj. McCubbin gave us here. 

Senator MCKBLLAR. That is under Cal. W. 8. Woods. 
Mr. AHBENS. That is under whomever might be the commanding

officer in charge there; and that has nothing to do with it, but our 
Louisville branch has sold many thousands of dollars' worth of goods 
to that department at Camp Taylor and elsewhere. We have been 
furnishing the great bulk of all the goods required. 

At the nitrate powder plant at Nashville our Nashville house has 
furnished hundreds of thousands of dollars' worth of goods, none of 
which Maj. McCubbin had anything to do with. 

As we came up here, Senator, Mr. Herth pointed out a large lot of 
buildings around here, dormitories the Government is putting up for 
war workers, a lot of them, and he said that we have furnished every
plumbing fixture in every one of these dormitories, and Maj. McCubbin 
had nothing to do with it. It was purchased by the contractor through 
a local jobber. . 

One more point that I think ought to be brought out. We have been 
of great service to the Government. We have saved the Government 
many thousands, ct dollars in preventing the price of enamel ironware 
and other plumbing fixtures going beyond reasonable limits. Our books 
are open for your inspection; you can see that at the price we are 
working there Is not any more than a reasonable profit. 

I want to say particularly about those complaining manufacturers 
that we hava monthly meetings, in which we meet together and dls
cusi particular conditions, and they have repeatedly come to me and 
complained of the fact that the prices at which we were selling to the 
Government were too low, and that we ought to advance these prices. 
We do not think so. We can furnish you written evidence on tnat 
point that will corroborate what I say. Now, I believe I have in sub-
stance answered the complaints as near as I can do so. 

Pardon me, there is just one more thing, as to this order in ques
tion that I was supposed to have been boasting about. The matter 
came op when I was called here to attend a meeting at Mr. Hum
phreys, of the building material section of the War Industries Board, 
at the New Willard Hotel, a meeting of manufacturers in our line. 
At that meeting, at which I was asked to preside, Mr. Humphreys 
called particular attention to the fact that the Government wanted 
to deal with first hands only—that is, the manufacturers—and not 
through jobbers or any middlemen, and that the Government had this 
enormous housing program in view, about 00,000, 80,000, or 100,000 
houses that they might have to have for war workers, and that the 
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j o T e r u e t would have to place that directly •with the manufacturer, Mr. AHRENS. No, s i r : I could not say. But, Senator, I would like
imt only with such people as could give prompt service. to say again that we did discuss at that time the question of advancing

After that meeting I called on Maj. McCubbin, then Capt. McCub prices and 
>in, with Mr. Humphreys. I had never met McCubbin in hie office Senator MCKELLAR. Well, it was entirely up to you as to whether 
K>fore, and had only met him once here before, outside of that, since or not the prices would be advanced? Maj. McCubbin just simply
ie was appointed, and I asked McCubbin whether any such housing agreed to any price that you made, did he not? 
program was in view, and McCubbin said it was. He said that his Mr. AHISEXS. No, s i r ; my understanding was that Maj. McCubbin
lepartment might place an order in the very near future for any- got prices from enameled wore manufacturers—different manufac
ivbere from thirty to sixty thousand sets of plumbing fixtures, which turers—and if our price was right we got our share of the business.
«'ould be a bathtub, a water-closet, a kitchen sink, and lavatory. 
That was called a set. Of course that was a very large order, and 
I was very anxious to get a proportionate share of it for my com 
pany. I discusstd this matter  a t some length—probably an hour,
maybe longer—-and urged Maj. McCubbin to place the order  at once,
because in the condition that our business was in at that time, the 
labor supply being very uncertain and the wagea advancing con
tinually, we had in mind to advance our prices generally to every-
body, including the Government, •because our cost was going up all 
the time ; but I said to MaJ. McCubbin that if the Government could 
place an order of that size and we could get our proportion of it,
that would enable us to reduce our cost, and -we would have to take 
the order at the price ruling at that time. Figuring that there were 
going to be 00,000 sets of fixtures needed, I could not see that we 
ought to get less than haif of that, because we had always, for the 
last five years, as the records of the trade show, doue 50 per cent 
of this work. That is a well-known fact. Our competitors admit 
that and state that themselves. So that I told McCubbin that I 
thought that we could handle 25,000 sets of these fixtures. We got 
HO definite order or promise from Capt. McCubbin that such an 
order was placed with us or would be placed with us, but the captain 
did say to me that he believed such an order would be placed in the 
near future, and that we would get our share of i t ; that, however,
these orders would have to first be confirmed by or O. K.'d by the 
board of review, I think he called i t ; in other words, that we could 
aot consider it an order until we had a definite order in writing. 

Now, I made a mistake, Senator, in going back to Pittsburgh and 
saying to this meeting of tlio manufacturers that I had such an order, 
as I had no order or my company had no order from the department for 
any such amount of fixtures  a t that time. We were getting business,
however, every day from them. My reason for making the statement 
at the meeting was this, that owing to the unsettled condition of 
business for the last IS months, the manufacturers had been report
ing to the Secretary every montii the total number of orders they
received, the total number of shipments they made, and the general 
condition of their stocks, enough so that we would have an intelligent 
idea of the business of the United States in our line. Now, as to my 
re tson for advising the other manufacturers that we had this order: 
As I say, I made a mistake in ta'ttng it for granted that we had this 
order, but I felt pretty sure from toe general condition, knowing
what I did about the general condition of the building in our line,
that I would get that portion of the order.  In fact,  an order of that 
size could not have been filled without our support, without our 
taking part of it. My reason for saying and reporting on this order 
was that I wanted to give the other manufacturers an idea of what 
was coming, and I said at the meeting that the housing program that 
the Government had in contemplation was for about 60,000 sets of 
fixtures, and that Maj. McCubbin had told me lie expected to distribute 
the order around among several manufacturers. 

I also stated at the meeting, however, Senator, that we had no 
formal or written order, that the order would have first to go through 
its proper channels and be O. K'd before we would consider it an order. 

Senator MCKXUJVK. IS there anything else that you wish to say ? 
Mr. AIIKENS. No, sir; I think that covers pretty well all I would 

like to sny. 
Senator MCKELLAR. Did you consider that Maj. McCubbin had given 

you this order or not? 
Mr. AHRENS. I did consider

Senator MCKELLAR. Yes; that he had given you the order.

Mr. AHHEXS. I believe, while the major—he was then Capt. Mc-

Cubbin—did not definitely give me an order, that I would get an order 
of approximately that size; yes, sir. I felt so from the conversation. 

Senator MCKELLAR. AS a matter of fact, Maj. McCubbiu had given 
you a verbal order for it? 

Mr. ATIREXS. Not in so many words. That is. he explained to me 
that an order, to be au order, would have to first go through the 
regular channels and be approved by his superior officer. 

Senator MCKKIXAR. Did yovi advance the price? 
Mr. AnnBNs. No, sir; we did not advance the price that was fixed. 
.Senator MCKBXLAR. Did you, when you told your associates in the 

meeting at Pittsburgh—that Is where it was,  at Pittsburgh? 
Mr. AHKBXS. Yes. 
.Senator MCKEIXAH (continuing). The other mamifacturers-^did you 

tell them at the same time that the prices would be advanced on these 
sots? 

Mr. AHREXS. NO, sir—on this order? 
Senator MCKELLAR. On this order.

Mr. AHRENS. NO, sir. I told them that we expected to take that


order at the prices then ruling. 
Senator MCKELLAR. It is claimed that after securing this alleged 

verbal contract your company advanced the price to the Government 
and informally told the other manufacturers that this price would be 
advanced, and you would later give the other manufacturers a memo
randum of the new prices. Did you do tha t? 

Mr. AIIRSXS. We did not advance our prices to the Government. 
Senator MCKEIXAK. Did you give the other manufacturers a nienio

randuni of these new prices? 
Mr. AURBNS. I could not answer tha t ; no, sir. I did not know. 
Senator MCKELLAR. Did you have a memorandum yourself? 
Mr. AiutBNs. Personally; no, sir. 
Senator MCKELLAR. Then do you not know whether a memorandum 

of the new prices was given them or not? 
Mr. AtiKBKs. Whether a memorandum of the new prices we proposed 

to make to the Government was given them? 
Senator MCKELLAB. Yes.

Mr. AHIIENS. Whether that was given to them or not?

Senator MCKELLAR. Yes.

Mr. AHUENS. I could not answer; no, sir.

Senator MCKELLAR. AS a matter of fact, have you seen such a memo

rnnduin as that? 
Mr. AHRENS. Personally, no, sir.

Senator MCKEIXAR. DO you know whether such a memorandum vrna


lu fact prepared? 1 

Senator MCKELLAR. I will ask you whether or not Maj. McCubbin 
told you that he expected to turn over all this business to you? 

Mr. AHRENS. He emphatically did not. He emphatically did not,
Senator. Maj. McCubbin told me that on this large order in question 
he expected to split It up between several manufacturers. 1 never 
made a statement at the meeting that we had taken an order for 25,000 
sets of plumbing fixtures. 

Senator MCKBLLAK. What did you state at that meeting? 
Mr. AHRBXS. I said that we had an order from the Government for 

a very large quantity of plumbing fixtures for that housing proposition. 
Senator MCKEIXAR. That you had a contract for a very large guan-

Mr. AHRENS. Yes; or words to that effect. 
Senator MCKELLAR. All right, sir,
Mr. AHRENS. And I want to repeat, Senator, that I made a mistake 

in stating that we had an order before we had a real order—a written 
ordpr. 

Senator MCKELLAR. When was that? 
Mr. AIH-.EXS. Well, I am somewhat shy on dates. 
Senator MCKJELLAR. August or September? 
Mr. AHUEXS. Can you supply the date, Mr. Herth? 
Mr. HERTH. The date of the meeting at the Willard Hotel that Sir. 

Humphreys held was August 27, so that it must have been after tbat. 
I think you left Washington on the 2Sth. 

Senator MCKEIXAU.  I t was probably about a week later? 
Mr. AHUEXS. Probably September 5. 
Mr. HERTH.  I t must have been in September, some time. 
Senator MCKELLAR. At that time you did not have this contract? 
Air. AHREXS. NO, sir. 
Senator MCKELLAR. YOU never entered into a contract after that time 

for these bathtubs and sets? 
Mr. AHRBXS. NO, sir; we never received any such contract. 
Senator MCKEIXAB. NOW, you have testified exactly to the contrary

about that, have you not? 
Mr. AIIHBXS. Contrary? What Is contrary to that? 
Senator MCKEIXAR. I now call your attention to a photographic re-

production of an affidavit, apparently made by you and sworn to by 
you on the 25th day of September, 1918, and I will get you to seo 
whether that is a photographic copy of your affidavit and signature. 

Mr. AHRENS (after examination of paper). Yes, sir. 
Senator MCKELLAR. NOW, if you will look at that, you will find 

where you distinctly state that you have a contract for '25,000 
enameled bathtubs, 25,000 enameled roll rim sinks, 25,000 enameled 
washstands, and you have just testified that you did not have such 
a contract? 

Mr. AHRENS. Senator, I believed at the time I signed that affidavit 
^hat I did have it, or that the order would be ours in a few days. 
Now, might I say here that we have had similar transactions with 
the Government. For instance, we hav« a shell contract with the 
Government on which we did not receive any order—that is, any
formal contract—for months after we started on  H; but we went 
ahead on it. 

Senator MCKELLAR. Then you are unavoidably driven to this con
clusion, are you not, that the only way on earth in which this affidavit 
could be explained, in view of your present testimony, is that you 
were so absolutely sure that Maj. McCubbin would do whatever* he 
was told to do In reference to letting these contracts that you con
sidered it as made? 

Mr. AHRENS. I felt so certain at the time that I signed that affidavit 
that the order would be placed—that the housing order would be 
placed—and that we would get that portion of it that I took that for 
iranted.  I t was a mistake on my part and a mistake that I regret 
ery much. 

Senator MCKELLAR. Why was this affidavit given? 
Mr. AHRENS. This was gotten up for the purpose of enabling some 

of our people whom we wanted to retain in the company—in the 
manufacturing end of our business—to claim exemption from military
duty. 

Senator MCKELLAR. Did you get exemptions for them on the faith 
f this affidavit? 

Mr. AHRENS. I do not think so. I do not know that it was used. 
Senator MCKELLAR. Were any of them released? 
Mr. AHREXS.  I t may have been used, but I do not know that any

f our people ever obtained releases on that. 
Senator MCKBLLAR. However, it was filed with the Provost Marshal 

General's ofllce for. that purpose, was it not? 
Mr. AHRENS.  I t may have been in some instances. I am not certain; 

mt I do not know that it was used to any extent. But it was made 
or that purposes—that is, it was gotten up for that purpose. 

Senator MCKELLAR. If you had been given a contract for these 
ilumbing fixtures, consisting of bathtubs and sinks and water-closets 
md lavatories, and none of the others, none of the competitors, had 
>een given any such contracts, or any Government contracts at all,
mder the priority orders of the War Industries Board permitting iron 
;o be used for this purpose only by those who had Government con
xacts, that would nave put all other enameled-ware manufactures out 
>f business, would it not? 

Mr. AHRBXS. No, s i r ; not as I understand it.  I t would not have 
ut them out at all. 

Senator MCKBLLAR. HOW could they have gotten the iron? 
Mr. AHUENS. There were lots of other Government departments 

urchashig these same supplies; ajid the other manufacturers have 
tot been put out of business at all, Senator. The best evidence of 
hat is that for all of this year and during all the period when we 

supplied to the Government a considerable quantity of plumbing
material, these other manufacturers obtained a proportionately large 
share, just as large a share, of business from the rest of the United 

tates. 
Senator MCKELLAR. NOW, let us see if that is correct or not. I 

iave before me here a statement of the shares of this particular busi
iess, which shows tbat the Standard Sanitary Manufacturing Co.—r 
is tha t your conipany? 

Mr. AHRKXS. Yes, sir. 
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Senator MCKEH.AH. Was girpn S8S7.311.92: the United States. Sani

tary Manufacturing Co. was given $20,353.78: the Kohler Co. Was 
given $8,311.30: the 3. A. Mott Iron Works, $15,320.38. 

This. would indicate thai, in round, numbers, your concern got 
$387,000 worth of thin particular business and all the other concerns 
together got $44,000 worth. In other words, your concern got about 
90 per cent, just speatcing ronghiy, under the control of Haj. McCnbbin,
who had been ;a your employ and who was, as shown by his own 
testimony, and has been, so cioseiy connected with your company since 
he hns been in the employ of the Government. Can yon wonder that 
under those circumstances, when these other gentlemen were con-
fronted with the priority order under which your company would 
be allowed to get iron for your needs because you had Government 
contracts secured' in this way, and where they could not get Iron 
because they had no Government contracts—can you wonder that 
they felt In very great fear that their business was going to be abso
lutely ruined and taken away from them, aad that through this means 
of Government procedure, carried on by MaJ. McCubbin, who had 
been in your employ, your business would be built up at the expense 
«f theirs ? Now, can you wonder that they complained ? Just loot at 
it as man to man. 

Mr. AHUENS. Yes, Senator, if those were the whole facts in the case 
you would be absolutely right, but they are not. The business placed 
by Maj. McCnbbin was only a small part of the business that was 
being placed at that time. My answer to your question is that the 
other manufacturers dining this same period have sold more ware 
than we sold to the Government. In other words, they got their ful 
proportion of the business; and, what is more, and I think this should 
have some weight, they got it at better prices than we wcro getting
from the Government. _ _ * . .  ' 

Senator MCKIXLAU. What profit did yotir concern make? What is 
your capital and what profits have you made on your capital within 

Mr.1 AHUEK'S. Why, our capital is about $17,000,000:; $10,000,000 
in round numbers ou the 1st of January, I think you had better say, 
and on that we showed about $2,223,000 profit, net, last year. 

Senator MCKELLJUS. HOW much will it show this year? 
Mr. AHBEXS; Our profits this year, counting in our entire business,

•Mil show probably a half a million dollars more than that. 
Senator McKEtXAis. What was the amount of orders;  a t what price 

were these 25,000 sets of plumbing fixtures sold? Speafcing roughly,
whiit was the cost of them, each? 

Mr. AHRENS. Can you supply that. Mr. Hcrth ? 
Mr: HEUTH. The yTke ou bathtubs at that time, as near as I can 

-reo.;ill, was $19.25. 
Senator M<:KEI.I.AU. And the other three items, how much -were 

they? 
Mr. AanBiss. Pardon nii>, Senator, may I interrupt yon just a 

• minute? 
Senator MCK-HLLAB. Yes. 
Mr. AHitEXB. I said there were four items, but the water-closet was 

not to be considered. There are really only three features. These are 
enameled iron fixtures. 

Senator MCKEM.AU. The bathtub is $10.207 
Mr. Haivrir. I could not state -exactly, Senator. 
Senator MCKETXAII. Approximately? 
Mr. IDEMH. The lavatory was around $7; approximately ?<. Wo 

ha<1 a price on one at $8:65, or  t t might have been $7.04. 
.Senator M<a£EIXAR. What is that? 
Mr. H«axH. That is the lavatory. Then the sink, I think, was ap

proximately $ 8  ; S».25 or $8.75. 
. Mr:JteBass. Altogether, about $34. 
; -Senator. HCft tuui . About ?S47 . .  . , „

fflrr aaliBNis. Xce;nna it wouM be twenty-five times $34 for the 
contract.. -Tnat would be.about right; $850,000, I think. 

Senator MCKISK.AU (after making calculation). That would be about 
0,OOOS30OOO7

Mr. AHEBXR. May I say one word more there, Senator ? 
. .Senator MclCicr,&Ait. Certainly. 

Mr. AHnK^K. The largest order we received from tho Government was 
uol throngh Capt. McCubbin, but through his predecessor. 

Senator MCKELLAB. Who was he? 
Mr. AHRENS. Tapt. Mad dork. 
Senator MCKEIXAR. Did he .ever work for you ? 
Mr. AHUENS. N O  ; he was a prominent manufacturer to Trenton,

N. ,1..and he is a competitor of ours, Senator, and he placed that order 
with us because wo know that he conid give service, and service was of 
paramount importance at that time. 

Senator MCKEIXAB. What average profit did yoii make on these 
goods? 

Mr. AHEEXS. We never took this order, or it was never Oiled—do you 
meau what average do we make on the enameled ware wo sell? 

Senator McKEtXAB. Yes; to tho Government. 
Mr. AHREKS. About 1C per cent; possibly 20 per cent; not over that 

liut in saying that we should bear in mind the fact that we have got 
to pay income taxes nnd excess-profit taxes out of that, and a very lareo 
share of it KOPS back to the Government. •> » i "  j jargi 

Senator MCKEIXAK. There never has been a contract made about 
these plmnbiJig flxtnres, has there ? ™° t 

Mr. AHRBXS. No, sir. 
vuu?"a t° r McKF.ix.ui. Have nny of them been actually bought from 

Mr. ATHENS. Hare what? 
W.vpiecemeal VKKIXA"" Ha™ *"*' °* t b ° n l  b ° C n ac t l l a11^' b o n e " t from you 

Mr. AHRF.NS, We have, no doubt, since that time furnished similar 
^ Senator M C K E S  1 ' M - . ^r-H?ertf,,c"11 t l?STe?  » « better than  H " ?\R. ?» ^Tor JP' M l -Her th . will you Just be sworn, please, sirV(Mr. Oeorse Hertb was here sworn by the chairman > »>»"•' 
hi?C(wJ MCKK.LAK.. Will yon stato whether or not you have sold to 

^ ; « , r ^ n ? ?  \hat "PPli(?d OJ» the contracts we have?•inii  £3 51 llCKht-''^-
meV'It does not make any difference whether theyapplied on those contracts. 

Sn5S:irOl1> y o  s JTWO h n v  e s o  W s o m  e flxtnres to tho Government.MCKELL.II!. HOW nianr ' 
c o u l a™ V ^ P - r 1  u o t t e J 1 ?«« that. 

Vr•v?™i'ckELLAit. Can you give an approximation as to how many? 
it »  S f i ? " 1  J"e s '  w o 

s tlK'JU s o n J e .
 l i a v t ! so111 some; there is no .question about 

«rhm»  . The question is this, how many of these-cit Sot?  b0"Sht after all this controversy. That is the idea, is 

Senator MCKELLAB. Y'es; in other words, it is charged, with how 
much truth I do hot know, that when Mail. McCubbin found that, he 
could not hand the entire contract of 25,000 sets of fixtures for plumb
ing, he then pro<!eeded to buy as'manv as he could by piecemeal from 
your firm, without giving the other people any chance to bill on them 
at all. 

Mr. HEETH. Yes; I will be very glad to give you the number of fix
tures. 

Senator MCKBLLAB. YOB. NOW. do you know whether or not yon 
have had any written request for quotations about that since the i!5th 
of September? 

Mr. HEKTH. Have we got any written quotations on our different 
lines of fixtures? 

Senator MCKELLAB. NO ; have you received any written communi
cations Asking for quotations on these bathtubs and fixtures? 

Mr. HEBTH. WO receive almost every day requests from the Construc
tion Division for prices on all those fixtures—any fixtures that theGov
ernment may want. 

Senator MCKELLAB. Mr. Ahrous, would it be very much trouble to 
get a detailed statement, I do not meau of all the articles; but just a 
statement of the amount and nature of goods, of what you have sold the 
Government since the war began ? 

Mr. AHRHSS. I will be glad to get that for you. 
Senator MCKELLAB. Of all sales? 
Mr. AHREXS. Yes, sir: I will be very glad to. 
Senator MCKELLAB. I would like it in compact form, if you can 

get it. 
Mr. Anr.Exs. There will be. no trouble about that. We can get you 

here in 24 hours a statement of nil the goods and the lrasiness we havo 
done with the Government in its various departments, yon mean? 

Senator MCKKLLAB. In various departments. 
Mr. AHREKS. Since the war began? 
Senator MCKEIXAB. Yes. 
Mr. AHHENS. Yes, sir. 
Senator MCKELLAB. This question was raised: It is claimed that 

Ma]. McCubbin would buy under very peculiar cU-cumstances from 
yon. For instance, the Cahill Co., of Chattanooga, complained that 
when it was wanted-to buy some ot these goods for use at Camp
Greenleaf or out at Fort Oglethorpe, and they wanted- them, in a-
hurry, he did not ask for any bids or quotations or prices from tha. 
Cahill Iron Co., but he put these emergency orders with your com
pany and had you send them by express, taxing the railroads to brine 
them into Chattanooga, when they already had the same material 
there, and costing the Government a largo expressagc. Do you know 
whether that is correct or not? 

Mr. AHBENS. I can not answer that because I do not know, of course,
what the Government did or did not. Perhaps Mr. Herth could give 
some information on that point. 

Senator MCKETXAB. All right f Mr. Herth. do you know? 
Mr. HEBTH. I think that is up to the others to show you. I do not 

know; of course wo hnve shipped material to different places by ex-
press and by freight. I know of one case out at Camp Lewis where 
we had received an order, and the contractor wired us to ship it by 
express. That meant a whole car. I took that up with the depart
ment, and 1 wanted to know whether we should do it. We did not 
do that. So I' could not say as to any particular order at Camp
Oglethorpe. that might have gone by express there. 

Senator MCKELI;AR. Could you look it up on your books? 
Mr. HEBTH. And find out just what we shipped there? 
Senator MCKELT.AE. Yes; and when you get that information mako 

It Exhibit 2 with this testimony. 
Mr. HEETH. Yes, sir. 
Senator MCKELLAB. -Have you any agreement with McCubbin that 

he is to return to your employ when the war is over? 
Mr. AHBES3. No, sir.; excepting that there are some six hunrtvetiC 

odd men that left our employ, a largo per cent of our force, and went 
into the Government service, and wo have said to every man of them. 
"When the war is over we are going to try to put you back right in 
the place yon were in." We did not make a definito promise, because 
that would bo impossible, but we said. "Every man that leaves our 
employ and goes into the Government service and comes back after the 
war, wa are. going to try to find a job for you." Therefore, to that 
extent, I would say that Ma}. McCubbin had that promise. 

llr. HEBTH. But you did not make that promise only to him. You 
never made that promise to any individual? 

Mr. AILEF.NS. Oh, no; absolutely not. 
Senator MCKKLLAB. Have you any other employees in tho purchas

ing departments of the Government? Arc there any--.it Jeffersonvillc,
for instance 

Mr. AHBENS. Where? 
Senator MCKBIXAB. Have you any at Jeffersonville ? 
Mr. AHUBNS. I do not know. I can not answer that question \ad 

again, I will hare to say that, for instance, at Camp Taylor, when tho 
camp went up and they were working 24 hours a day, and day and 
night, and everybody was working as hard as they could, the peoplo 
in the clerical departments there were overrun with work, and they
did telephone down to our Main Street store, and they asked. " Canyou 
give ns a clerk? Your people know about these prices and discounts, 
and are familiar with the business, and can yon help u s !  " We fur
nished such a man to them. I do not know whether we furnished such 
a man in Jeffersonville, but if we were called on to do so wo did so,
because we would think it was our duty to do so. 

.Senator Mi'Kr.rxAB. Now, again returning to tho other feature o£ 
the same kind, where you had men working iu various departments the 
purchasing supply departments of the Government using vour goods, 
and they did not have men on the inside in that wav do you think 
that your competitors would feel that tboy would naturally get a snmire 
deal on the whole circumstances? 

3Ir. AHBEXS. Yes, sir. My point is that when C.ipr. McCubbin or 
any other man in our company left our employ and went into tht
employ of the Government, he was no longer in the employ of thecom
pany, nor did we ask him in any way, shape, or form to prefer ns over 
anybody else: nor bavo we in any way, directly or indirectly, told these 

Senator MCKEIXAB. NOW, would you give me a statement and make 
it Exhibit No. :•". with your testimony, of any of your former employees 
who were employed by the Government or were loaned by you to tin? 
Government at liny of these camps or depots where supplies were being
landlcd? 

Mr. AHEEXS. Yes., sir.  I t Js quito possible.that two or three people 
were furnished in that way; but might I say right there, Senator, that 
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for a very responsible position in the construction department here,
position under Mnj. Humphreys—r— 

Mr. HERTH. And Maj. Sergeant. 
Mr. AHRE>'« (continuing). And Mnj. Sergeant, covering the cntiri 

plumbing field of the United States, they wanted a man to take cbarg 
of that, a man who had technical knowledge of the business and whi 
could !><• Maj. Sergeant's right a rm; and the jobbers and manufac 
turers of the Eastern Supplv Association, representing all the promt 
nent people in our business, came to us and asked us, as a patriotic 
duty to the Government, to allow one of our men, Mr. J. D. Tschoplck,
who was our general manager of furnishing housing, to accept thai 
position, you see with the indorsement of all these men and includinj 
our competitors, and it was to be a dollar-a-year job: and we sen 
Mr. Tschoplck on to see Mr. Sergeant. We told him that If it was 
necessary to give him up we would be willing to do so. We sent him 
on to see Mr. Sergeant and he convinced himself that the position was 
not one in which he could render the kind of service that the Govern
ment would expect from i\ man of his importance, but that It would 
require a man of lesser importance, and he declined the job; and sub 
sequently some one else was appointed to the position, who now fill 
it, some one not connected with my company. 

Senator MCKELLAR. I will ask you to make this photographic copy 
of an affidavit made by you. which you have identified, dated September 
i!5, Kxhibit No. 4 to your deposition. 

Mr. AIIKKNS. I do; yes. 
Senator MCKKLLAA. I must go to the Senate now, and I must ask 

you gentlemen to excuse we, but I will let you know later In the day
when wo can continue with your testimony, either this evening or 
to-morrow morning. 

(Thereupon,  at 11.45 o'clock a. in., the subcommittee adjourned, sub
ject to the call of the chairman.) 

QCARTERMASTER COUPS. 
Vxireo STATES .SENATE, 

SUBCOMMITTEE OS MILITARY" AFFAIRS,
Washington, D. V., Saturday, Xoi-cnibcr IS, ISIS. 

The subcommittee met, pursuant to tho call of the chairman,  at 10 
o'clock a. in., in room 248, Senate Office Building, Senator KENNETH D. 
MCKELI.AU presiding. 

Present, Senators MCKELLAR (chairman), SUTHERLAND, and JOHNSON 
of California. 

There, appeared before the committee Mr. Theodore Ahrens, president 
of Standani Sanitary Manufacturing Co., accompanied by Mr. Francis 
J . Torrancc and Mr. (Jeorgc Herth, jr. 

STATE HE.NT OF MS. THEODORE AHRENS KESirMEP. 
Senator MCKELLAU. Proceed, Mr. Ahrens. 
Mr. AHUKNS. I do not remember exactly, but I think we wore discuss

ing, when the committee adjourned yesterday, the reason whv 1 thought 
X had an order for 25,000 of these sets. 
. Senator MCKELT.AU. Yes; I think so. That is ail right. Go on. 

Mr. AMKENS. Lot me say that when I testified yesterday I did so 
•without having read the charges against Maj. McCubbin and ourselves. 
I did not know that we were In what is called an open hearing, a public 
hearing, and we were entitled to have a copy of the testimony; but Mr. 
Johnson, the official stenographer, told us just after the adjournment 
yesterday, and stated that we could have a copy of the testimony fur
jiished to us, and we asked him to prepare a copy and let us have it. He 
did so, and we received it late last night. Now, I wanted to make that 
statement preliminary to tbls other. 

Senator MCKELLAI:. Yes ; you couid have had a copy o£ the testimony 
a t any time, of course. 

Mr. AHRENS. MOW, Senator, I would like to add this to what I said 
yesterday before you adjourned the hearing. In regard to the inter-
view I had with Maj. McCubbin, and during which we discussed the 
large housing contracts the Government proposed to place, or had in 
mind to place, with the manufacturers, my testimony as given yesterday
is correct, but 1 would like to odd that after going into the subject 
thoroughly with Mnj. McCubbin and after calling in Maj. Noss, who 
was consulted on the length of time it would take to put the orders 
through the department, I left Maj. McCubbin's office with the Impres
wion that he would recommend to his superior officers the placing of a 
large order for plumbing fixtures required for the housing program,
which was estimated at about (50,000 sets, and would give us an order 
for 25.000 sets of these fixtures. The major asked us whether we could 
make deliveries of this quantity by the end of the year, and I told him 
we could. 

Senator MCKELLAR. Mr. Ahrens, since this investigation has begun 
you have received a letter from Maj. McMubbin asking you to deny that 
yon had a contract with him, have you not? 

Mr. AHRENS. He asked me to write a letter to the Enameled Ware 
Manufacturers' Association, denying that we had such a contract. 

Senator MCKELI.AU. Have you a copy of that letter of Maj. McCubbin 
to you ? 

Mr. AHREN.S. Xo, sir; I have not ; but it is on file in the Pittsburgh 
oflice. 

.Senator MCKELLAR. Will you furnish a copy of that letter and make 
it Kxhibit Xo. H with your testimony? 

Mr, AHRENS. Yes. sir. 
Senator MCKELLAK. DO you remember the contents of (he letter 

the substance? 
Mr. AHRENS. The substance of it was that Maj. McCubbin called my

Attention to the fact that I had made such a statement  at n meeting of 
the Manufacturers' Association, and he wanted me to retract it, as he 
had.not given me any such contract. That Is as near as I remember it 
I did not answer that letter, or I did not write the letter that he 
wanted me to write to the association, because it was not an associa
tion matter ; that is, the matter never came up in the association meet
ing. It came up in an informal meeting or discussion that we had after 
the adjournment of the association meeting, at which I made this state
ment that we had this order. Therefore I did not think'it was neces
sary or proper for me to write to the association about it or drag them 
into it. 

Senator MCKELLAR. With reference to the affidavit about the order 
for 20,000 sets of plumbing fixtures, did you not get a priority order for 
coal on account of that, affidavit? 

Mr. AHRENS. We risked for a priority order for coal, based on the 
Government contracts we had, and we did include that order among
tin* rest. Senator. 

Senator M C K E L U B . Yes. When was that priority given? 
Mr. AHRENS. Shortly after this whole matter occurred. T do not 

recall the exact date, but it was before I made up my mind that we 
•would get theM- contracts or this order. 

Senator MCKELLAB, It was after the 25th of September, was It not, 
and after this.hearing had begun and Maj. McCubbin had then been 
before our committee? 

Mr. AHIIENS. I could not say that, because I do sot know when you 
had the hearing, and I never talked to any of the officers that were 
connected with this case or with any of the other manufacturers, until 
recently, and the only talk I had with any manufacturer connected with 
the case was with Mi. Caldwell the day before I saw you in Memphis,
when I talked to him over the long-distance wire. May I make a state
ment here, Senator? 

Senator MCKELLAR. Yes; I would be delighted to have you make any
statement you wish. 

Mr. AHRENS. What I wanted to say, Senator, was that we have 
received during this year a number of large orders from the Govern
ment, and which we considered orders, before we had the formal 
contracts. Our first shell contract, amounting to about $1,500,000, 
was given us practically on the same basis; that is, we went ahea,l 
and ordered $400,000 worth of machinery before we had that con-
tract. In fact, we did not get the contract for three months after we 
bad begun operations and after we had invested of our own money
approximately $400,000 for machinery. But we had the assurance 
from the officers of the Ordnance Department that the order was going
through in good shape, they gave us an order number, or something like 
that, and told us not to be uneasy about it, and we went on and spent 
$400,000 of our own money preparing for that contract three months 
before it was executed. . 

Senator, this year was a year of big things, and they were done in 
unusual trays. This order, while it looked big, was not, in proportion 
to many other orders that were handled and placed by the Government 
in the various lines. 

Senator MCKELLAR. Without expressing any opinion, but merely
giving you my version, it seems to me that your man McCubbin has 
misled you into a very serious situation. I gather from what you 
have said, and what he said and what all have said that appears in 
this record, vhat you had every reason for believing that you had a 
contract; and yet when this investigation came up, knowing that 
he had been simply acting as your agent, he has besought you and 
others to protect him by making statements, and statements that are 
going to get somebody into a very serious situation. In other words,
he has gotten you and he has gotten a half dozen other officers here 
to assure me or to assure this committee that you had no contract, 
and that is exactly what you have testified to and that is exactly what 
these other men have testified to, when; as a matter of fact Maj. 
McCubbin in my judgment—I am not expressing it as my final judg
ment at all—appears to me to be conscious that he has done wrong
himself, and in trying to protect himself he has gotten all you. gen
tlemen in a very remarkable situation. You are in the attitude of 
having sworn to one state of facts on the 25th of September and 
another state of facts on the 15th of November, which is, I must say, 
a very serious thing, and all because of this system to which I have ' 
been opposed from the very beginning, of having men interested in 
the business buying for the Government. It is all wrong; absolutely 
wrong-. 

You ought to take your chances before a fair and Impartial pur
chasing officer, a man who lias no connection with your business, 
and the department Is all wrong in permitting a man from your ofBcc 
to buy goods from you; and I would say, and it would not make 
any difference who it was, that if an officer was selected from one of 
these other concerns, your competitors, to do that, it would be per
fectly outrageous, unfair, and unjust to you, just as this is unfair and 
unjust to them. It is a system that can not be defended. I know 
that Gen. Marshall is a splendid man, and I can not understand how 
he permits Maj. McCubbin to be in the employ of the Government 
for 10 minutes after this is disclosed. It is a matter that I had hoped 
that Gen. Marshall would remedy promptly by suggesting; the dis
missal of Maj. McCubbin from the service of the Government. He 
should not be in the service of the Government. It is indefensible 
that he should be in the service of the Government; and I say this 
after having heard all the proof—that is, all that has occurred up to 
this date—and I think practically all the facts are in. He has gone 
officially and gotten up a very elaborate statement here, and ex parte 
statements here from witnesses, Maj. Noss and others, that do not 
agree with the facts in the case  a t all, and I am surprised to find 
that anything like that should be done. It is not warranted by the 
facts.and it is not fair to the Government  at all, and it is not fair to 
these other people—not a bit—and as a matter of fact I am rather in
clined to think it is unfair to you, because you believed that you had 
a contract, and have not got one. 

Mr. AHRENS. Senator, I did that honestly; yes. sir. I must say,
however, in justification of Maj. McCubbin, that I think I am to blame 
in the matter in simply having talked about having the contract be-
fore I had it. Let me put this feature before you, please. I cer
tainly had no business talking •to my competitors about having a 
contract simply, as somebody said yesterday, to boast about it, because 
that would not do rue any good and would only cause bad blood. 

Now, my reason for making that statement and telling these other 
gentlemen that we had such a contract—please remember that I 
qualified that at once by saying that we had no actual order ; no written 
or formal order—but my reason for advising them of it was because 
for the last two years, or since the Government has been in this war, 
we have been cooperating together very closely in every way in order 
to keep this industry from going on the rocks; and I felt  it my duty
to advise these other manufacturers that a very large order, a much 
larger order than was promised me, would be placed, and that they 
were to receive, or some of them were to receive, the balance of it. 
Now, that was my reason for making that statement at that time. 
They, however, took it In another way. 

Senator MCKELLAR. NOW. tho trouble about that is that the very
first time that the-60,000 has ever been brought forward has been in 
your testimony. It has never been mentioned heretofore. The number 
mentioned has always been 25,000, and Maj. McCubbin has never said 
inything about 60,000 at all. and he certainly ought to have known 
lomethlng about It if he knew anything about the business  a t all. In 
:he next place, these gentlemen, none of them, understood that there 
vas anything but the 25,000-set order; and in the next place 

Mr. AitUKNS. Fardon me. Senator 
Senator MCKKLLAB. Just one moment. 
Mr. AHUKNS. Yes, sir. 
Senator MCKKLLAR. In the next place, under the priority order, they

rould have all gone out of business and you would have had an entire 
nonopoly. 

Mr. AiutExs. I have a little information on that point that I would 
ke to give you. 



 •

 •

COMJEESSKXSAL 

Senator MCKEIXATU Tliosn are the tilings tfiat make this situation 
absolutely intolerable, and it just sliows that the department was all 
wrong in employing a man out o£ your oillCT to buy good* from you 
for the Government. That is. attsolirtely indefensible, i'lte Lord Josus 
Clirist 2y)00: years as» sdld .that no man could serve- two. masters,: and 
no man can... No man can serve the Government ami-servo yaii,. too.: 
It is absolutely impossible.1 Mr. .SHRBN-8. That same thing happened in a hundred offices, Senator. 

Senator MCKELLAU. XCS ; and it is indefensible, wherever It has been 
done. 

Mr: Hfiirrn.. Thojr bad to do that because tncy had- to go out into 
the firms fa these different lines in order to get somebody who knew 
about -these things. • , ' • • 

SSeuat-or MCKELLAU. >fo; the people have gone out, ia these different 
lines; to-put these men on the Government, and;greatly, to the discredit 
of t-he Gewermnent anfl to the injury of the Government in securing
contracts this way.. It is indefensible—absolutely indefensible! I say
that with all respect to j:ou,, because I think that row nave put ymzself,.
by reason of t ic signing of that affidavit, Into an indefensible position,, 
and perhaps tato one which you are not entitled to be In, aad you haye
beeb put in- this position by a. system:, that aught not to- be. tolerated 
1'or a moment, and I do not see how any .superloB officer at Mai... Mei-
CiibbiD' can permit him to be in the; Army for &moment. He ought to 
be discharged^ and discharged instantly. He aught to have been dis
charged: when: this, matter was. first brought U]>i 

It ia a crime, against the Government to let a man ol that sort,, who 
permits himself to. be treed in that way,, to. stay: in the employ of the 
Government; and ef course 11 the War Department ean not do lt> I 
am going to see that it te ibne by publicity. • PubUatty is the best thing,,
in this conutr.y anyway. I feel outraged at this action on- the part of 
the department and' on the part of this whole situation.. I speak very
plainlyv I anv a -very plain-spoken man.' Perhaps'I* have said'here on 
this record what I ought not to hare said.. Perhaps-I ought to ha^eJet 
the Bepartment of Justice hamUe-this.matter in its- oiwa way- But,
being familiar; with it, I feel that you haVe permitted fWs- young major 
in the .&imy. wha has been indulging in practices'tiiat no- man should! 
have indulged in* to put you.ia-the most awfewftrd.-attitude fchat^jw
have ever been in in your Hfc, as you will certainly; find out- It is-an,
indefeusfble attitude,, and really one that grows out of the coarse of 
business that oTigftt not? ever to- hay.™ been, tolerated; I may have said 
more thair I ought toy but it. is as-much in. your favou. as it is, against you. 
That is ttio situatfoov 1 Oca not wi^h y.ovtb be unaware of it. became 
the fact is that sou have testified twice-—— 

Mr. AHUENS. f am full? aware of it. • 
. Senator M,OKEH.AE- (cttntinoteg.). And in one. ease your testimony

Is opposed ta your testimony in the other case. 
Mi. ABBESS.. Yes,, sir. 
Senator Mt-KBLLAB. And I am really inclined to think that yoa are 

not entitled: to be in< that position. • . • • . 
N<»w-,i£ there i» oaything: else that you wish to- say, I will be glad •to-

bent it. 
• Mr. AHSEX-3. I would like to correct some statements hero that we 
discussed yesterday: • -' - •• • 
i Senator MCKEHMEI I .will be, glad to Kaare you put ia. anything: yotr

wisu. I wan* to be-absoiiitely fair about..the inattee. 
Mr. AHBBSS. T never haiT this testimony of Haj. McGubbln and thess 

others until las* n%ht. I went through it late last nigHt,. anfl- these are 
points I. WMIM; tike- £o> brlvg to jrour. attention. - -. 

Senator MCKBLLAII. Siircly. 
Mr. AHKEXS. First, the statement of C. 1". Arrott (p. 3M> of tran

script)' and' the statement of " Certain manufacturers "f (p. S98). 
Oft page: SS<5 you asked, this question,: . .  . 
" Senator MCJEEI.LAH. If the Go«ernment business is conflneil alone to 

the Standard fa;,, what eff«ct •wouM t'hftt have on the varimis other 
companies engaged' in this traaluesti,. iii..view- of this urt"!i'-!"' 

'Do t&a.t Mr. Aerot-t answered: 
" Mr- ABBOTT.. We will Have to close our plaota down, oi turn our 

plants, into making shells, or some other Government essential, work." 
• Senator MeKEM.AMt. 1-es,. siiv; you want to comment on that?. 

Mr; ABHBXS;. I want to comment on two cases that I am- going: to 
cite:. 1 wiHiread'now an extract from the "Statementof certain;manu
faeluiers," which, is. appended to tilt hearing; of September 26* 1918, ns
follows: 

'" Wfth. the furfiiti res(r.i«tion« recently made by the Wiar. Industpfcs 
Board covering expenses for general building improvements and re-
pairs, the present market £or sanitary enameled ware is virtually con-
fined to the- (Sovcrnment'lr requirements; and to meet these ultimate 
requirements, were the business equitably distributed, all of the- plants 
producing, enameled ware would be permitted to live." 

Now,, on that I want to say that these statements are contradicted 
By the fact that the- other manufacturers of enameled ware have, in 
«M first, nine months, af ittiS, sold $4,7.31.067.69;. or 45 per cent, fully
45 per cent, of tJie enameled-irou ware disposed of in the United States-,
Government business included, tfhe total amount of enameled ware 
purchased'by BTttji. MeRubbih from the Standard Sanitary Manufacturing
Co. was less than $400,000, being- therefore less than 7 per cert of the 
Standard: Sanitary. Manufacturing Co.'s sales, of enameled warer and 
less than 4: per cent, of the total business of the country. Our own 
sales of enameled ware for the same period, were S5,SS5,2SC51. This 
inafces ai ttrtat business of enaineled-iron ware in- the Dnitetl States foi
those nine months of 510,566,354.20. These figures are taken from tha 
reports that we all. furnished the secretary of the association, and can 
Be verified. I mentitin' fhent here to show that after «H the amount of 
Business MaJ. Mctlul'bln gave us was insignificant compared to the total 
business of the country, and that these other, manufacturers got millions 
of dollars' worth of business outside of Maj. McCubbin's office. 
• Senator MCKELLAII. Btit the qucsrtion that they raise in that teatim o nr" is that after January 1, 19111; if the war had continued, you 
would hav«- been, tlie only man with priority orders; nnd. they would-
nave had to have closed down their businesses, and you: would have had. 

BEGOltf>-SEXATE. 

foe ia the penitentiary instead of longer serving as agents of the 
Government. • 

Mr. JMCEELTJAK. I will give the Senator my view about it. 
I reeoranaenttea that tihesie men be discharged from the service 
of. tlie Government; just after this proof vras taken, raid my rec
ommendation was ignored by the War Department. There wa» 
not aily question in- my mind as to what ought to be. doue with 
tlicni-. I do not thdnfe v\'e ought to turn these contracts over to 
them td settle; I tMnfc If- we do vrewill be derelict in our duty,, 
and I, for one, will not do it if I know It . I feel that it is my 

: duty to bring! tliis testtmony before the Senate and before the 
puftHc when passfng upon these contracts, and. Senators, it is oui? 
duty as representatives of the Government to sec to it that tie 
Government is treated, fairly ami right in the validation of ft& 
contracts aodf ia- owr sefctleHient to regard) to- them. 

I believe-that ia allI have to say. v 
-Sftr.•• POMERENE. I wislii to ask the Senator si question-. 
Mr. B&'KEkL&R. I was going to yield' the floor, but I wilt 

be delighted to answer any question. 
Mr. POMEREMEi Tfte Senator has: given a great deal of at

ten«loQ to.tMs matter. — • 
Mr. McKEIXim I want to say that it is a pretty, thankless. 

•job, too. I -have given great attention to it, tat a man gets criti
cism for  i t Any maa who defends: the- interest of the Govern-' 
ment now ia always criticized'-'tor it. ' 
•~Mr. POMERENE. I mean the-legislation now pending rather 
tnaa the particular contracts jto whiciii the Senator refers. Is-
there anything- in eWUeir of tlie bills now • petidiug before fhe-
Senate which will protect tlie iutereste of the subcontractora?;

Bfiv MeKEtLAE. No; there is-not. 
Mr. P©MERENEi I have submitted an: amendnicnt wttieb 

will be priated ia tii&.RECORD in the nioVning that will take eae& 
of $»e totereste. of subcontractors. 

Mr. ait.KEE.I-AE. I think that is a- very wise provision. I 
di» riot see.taat the Government has aiiy possitole contractual re> 
latfttn, as..I uDClerstiand it,-,with a sufteontrffctoi'. It is a tflffii
cuW provisioH. . 

Mr. FO'SEEBENE. Tliat is entireiy true; • bat this is nry
thought about it: If & has a-.contni«t witli the Governmeii*V 
known as; the Head' contractor; as we call t'fiem in Ohioi' or ire 
some-places thf:- prime contractor^ 

Mr. BteKELEiAK Suiieontractors they, are called everywlJere. 
MT. POJHESrKNE: I am speakinf ofi the' lkeatl coriti'aetor.aoxV 

he su&Jefes to baK a d«zen other'-men.: -• 
• Ml'. JKjKEliiiAK. Which: is rtlways done-. . . • 

Mr. POMKE0HE.. They fam&ft- their product to- tlie head 
contractor foi1 the Gwerhment. It seems to. me tttat any money,
whiefr goes, to the Uead contractor for that product ought to be 
reserved for the benefit of'tike subcontractor who- contributed; 

•teward the eseeutiou of the contract with 13ie Govemment; im 
other words,, that the- money which tlie- Head contractor gets 
froirr the Government' shoriM not go to Uve general creditors, 
of the Read contractor -a* Qie'expense of the subcontractor. 

! Mr. McI£EE£-4R. I will say to She Senator that I think ifieire 
•is a' great deaV of merit in Ms contention, aHdr there is but one 
way in which it can be effectuated, and that is to put the whole;
mailer ia the hands of an iadependent commission,, because the 
War l>epnrtttient' is under no obligation to' consider subcon
tractors, Alt tha*' is settled by tho Wag Department in these 
contracts. I do not see how j'ou are going to enforce that 
obligation upon- the department. Many of them, have- already

' been settled; but if yon will put it in tlie hands of aa independent 
eeminission and require the commission to- adjust the claiim oi 
sffbeontractors, tliere is no reason- in- tliê  world why it eah not 
be doaej and' I will join the Beaator to that. 

Mr. POMEJREXB. There is nothing, ia tho amendment whicliv 
will be inconsistent with the provisions of either bill, as I 
understand: them. 

Mr.. McKELlLAK. That can be worked out. I will look at it 
when- it is printed, and we will see what can be done. 

Mr. FtETCBBElt Mr. President, of course, what tlie Senator 
from Tennessee has been discussing with respect to'- leading to 
the department the absolute right to adjust these matters is[ scarcely pertinent to tlie matter before the Senate, because the 

*? <.£i • ,?Han)e?wl'ii<>n"w"rH bneiocss ol' the emmtrj.: and I nm indiued House bill is not the bill before tlie Senate-
Mr. McKEJ.EA.K.. It is tlift only biM that i« beforo tlie Senate-. 

•""i-nty near the situation-. 
mik.T7nk t h a  t tt M a3- McCubblu had had his way that would Imvc beer. 

I will say to the- Senator-. These other measures are auMMicS-
A î A l I R  ? ,  s s  , - Senator, that is not the situation, ineiit's to it, ami if the matter of protecting the Government- is» 

•n .™ i Mc^»«'Ai!. And that iff an- indefensible situation, of bavins not pertinent, then I am utterly unable to understand: what- is 
% "I'los-ee in Hie Army in that position. 

the «i'tm,«EXS- i "Krc« tl>at that would be indefensible, but that is not 
pertinent. 

sau.ii  S- 2H;n l?
411 t h e s o nmnufneturers- sold many hundreds of thou- Mr. FLETCHER. Of conrso, I unilerstaud that perfectly 

ffh Ji,^  w o rth of enamried ware for Government purposes well, but the Senator, has l>een arguing all tli« afternoon that,
h other clianiiels. That is the point I am trying- to bring out. there ought to be a coiuiuission, and there is not any proposal 
i  ̂  a E ] S r 3 - J w i x i !l!?Ii the Senator from U?enuessee it, here that there should not be a commission. Tlie substitute-
ma recital-, ho does not think a lot of tlifso people should offered to tho House bill provides for a commission) - and! the 
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bill reported by the .Senator from Nebraska [Mr. HITCHCOCK]
provides for a commission. So we are uot confronted with 
anybody proposing that this matter should be left entirely to 
the War Department. That is the point I make on that score. 

Mr. McKELLAR. Of course, 1 have explained that fully. 
The difference is that under the Chamberlain substitute the 
foiuinisssion is merely au appeal commission, and you can not 
get anything before it except by appeal. Under the Hitchcock 
amendment the commission has full and plenary powers to do 
justice to all. 

Mr. l'"LET< HKH. I understand the difference, but I did not 
understand that the Senator really expressed much preference 
one way or the other, just so there was a provision for a com
mission (hat rook it at some stage of the proceedings out of the 
luuuls of the War Department having the entire charge. 

Mr. McKKLLAH. Ok, no. What I am trying to enforce on 
the Senate is that I believe in a commission with full power and 
authority to art—n real commission, not simply an appellate com 
mission. 

Mr. FLETCHER. Precisely; I understand the Senator, but 
: till 1 come back to the original proposition th.it the measure 
before the Senate is the rei>ort of the Committee on Military
Affairs, which proposes a substitute for the House bill, and that 
report and the bill as reported piovides for a commission. 

It is a question now for the Senate to decide whether to adopt 
the substitute to the House bill or not. That is the sole question. 
«)f course, they have a right to amend the substitute, and I take 

i it nobody hero is contending in opposition to the adoption of the 
substitute. I have not heard of any contention. 

There is something to be said on the other side of the question 
if I eared to take the time of the Senate, which I do not, because I 
realize that (his is au urgent matter. It is a matter that ought 
to be attended to, and we ought to enact this legislation and get 
it behiuil u.«. because there are people in all portions of the 
country vitally concerned, some of them on the very verge of 
bankruptcy, as the Senator from Tennessee will recall the testi
mony before the committee particularly upon that subject, wait
ing for some adjustment of the differences between them and 
the War Department, adjustments that are honest, adjustments 
that, are made necessary because the conditions could not be 
avoided by anybody; in many instances irregular contracts, not 
the fault of the contractor, not the fault of the department, but 
irregular, growing out of the very necessities of the conditions 
and the very urgency of the cases; so no one is to be blained for 
that situation. AU of a sudden contractors are notified to pro
ceed no further; you are not to go on with your performance. 
The contractor says, "All right; what will you do about adjusting
this case: I have ordered a whole lot of material; I have gone 
to a great deal of expense; I have incurred obligations; here are 
men idle on my hands; what are we going to do about it? " Of 
course, tho War Department says, "We will adjust the matter 
on a fair and equitable basis; come down." They come down 
and they get together and agree as to what is a fair and equitable 
basis, and the War Department says, We will adjust i- by paying 
you so much; are you willing to accept that? The contractor 
•says, "Yes; sill right." 

Mr. McKELLAH. Will the Senator yield to me a moment? 
Mr. FLETCHER. When they go to settle they find when 

they offer the adjustment to the comptroller the comptroller 
says " No; you can not settle that sort of thing because this 
contractor had no -contract under tiie law and* you have no 
authority to pay it; you can not adjust it." There they are. 
Ass 1 said, it is nobody's fault, but the law is such and the 
conditions have been such that these situations have arisen, 
:uvd these losses arc pending, and they ought to be adjusted,
said they ought not. io wait a. day about it. I yield to the 
Senator from Tennessee. 

Mr. McKELLAR. I would just like to ask the Senator this 
question. The Senator heard the testimony of Mr. Rice, of 
the. firm of Myrick & Rice, in dyestuffs. Would the Senator 
feel that the Government's interest could be properly looked 
sifter when Mr. Rice, representing the Government, settled 
with Myrick & Rice, representing the dyestuffs? 

Mr. FLETCHER. Xo; I would not. I did not read the testi
mony, but from what the Senator says about it I would not 
ihink of that sort of a thing, and I do not think that is con
templated by anybody. I do not think it is contemplated under 
the House bill, known as the Dent bill. 

Mr. McKELLAR. Would he not be one of the men who would 
act on the board, acting for the Government? He lias been 
acting for the Government in buying sill this dyestuff. 

Mr. FLETCHER. Xo; not at all. 
Mr. McKELLAR. Does the Senator know whether Mr. Rice 

is still acting for the Government in this matter? 
Mr. FLETCHER. I have no doubt about it. 

Mr. McKELLAR. The Senator knows he was acting a short 
time ago. 

Mr. FLETCHER. As one of the adjusters. 
Mr. McKELLAR. He is the man who has charge of that 

division, and he is the one who makes the contracts. If lie 
comes along and makes a settlement with his own concern 
would the Senator be satisfied with that? 

Mr. FLETCHER. I have never said that. Mr. Rice was one 
of the original board of adjustment. He was one of the parties 
concerned in making purchases for the Government at the time 
the purchases were being made; but I do not understand that lie 
is one of this board of adjusters; and he is certainly not on the 
appeal board of adjustment. That Iward is composed of Mr. 
Garnett, of Virginia; Mr. Maioue, of New York; and Mr. 
Lehmann, of New York. That is the board that is now acting
in that capacity. None of them are members of the military
forces; they are all three of them from civil life. I mean to say
that they are not officials of tiie War Department; they are 
civilians. I believe there was some talk—and perhaps that was 
done—of a sort of commission being issued to them in order to 
qualify them in some relation so that they might admhiistor 
oaths; but they are citizens from civil life. They compose the 
board that is now acting upon this matter. Mr. Rice is not on 
it, sind Mr. Jones is not on it. Those I have named are the 
ones that compose that board. 

I say this matter ought to be speeded, because of the existing
situation. Contractors all over the country have hundreds of 
thousands of dollars involved. Some contractors have only a 
small amount involved, but it is a great deal to them, although 
it be small as compared witli the claims of other contractors.. 
These contractors are suffering from the lack of au adjustment 
which would be fair and honorable and equitable and right, and 
which everybody would agree should be made. However, there 
is no power to make it and the object of this regulation is to 
authorize those adjustments. 

Tiie law as it stands is found in section 3744 of the Revised 
Statutes, showing exactly the requirements to make a contract 
with the United States Government. If a contract is not made 
in accordance with that law, it is not a valid contract, and any 
payments made in pursuance of it or under it, or any adjust
ment on it is rejected by the comptroller and will not be passed 
by him. No adjustment, therefore, can be reached. That is the 
law, and I will ask to have it inserted in the RECORD. 

There being no objection, the statute was ordered to be 
printed in the RECORD, as follows: 

SEC. 3744.  I t shall be the duty of the Secretary of War, of the Secre
tary of the Navy, and of the Secretory of the Interior, to cause and 
req'wire every contract made by them severally on behalf of the Govern
ment, or by their officers under them appointed to make such contracts,
1o l)c reduced to writing, and signed by the contracting parties with-
their names at the end thereof; a copy of which shall be filed by the 
officer making and signing the contract In the Returns Office of the. 
Departmeut of the Interior, as soon after the contract is made as pos
sible, and within 30 days, together with all bids, offers, and proposals 
to him made by persons to obtain the same, and with a copy of any
advertisement l.e may hare published inviting bids, offers, or proposals 
for the snme. All the copies and papers in relation to each contract 
shall be attached together by fv ribbon and seal, and marked by num
bers in regular order, according to the number of papers composing the 
whoie return. 

Mr. CHAMBERLAIN'. Mr. President, may I interrupt the 
Senator? 

Mr. FLETCHER. Yes. 
Mr. CHAMBKRLAINT. Does the Senator understand from the 

statement which the Senator from Tennessee [Mr. MCKEXXAR]
has made that these three gentleman—Charles A. Rice, H. L. 
Bailey, and Malcolm Donald—are on the adjustment boards? 

Mr. FLETCHER. I do not. 
Mr. CHAMBERLAIN. I rather inferred from the state

ment of the Senator from Tennessee that these men were on 
the regional boards; and if so, I think it is quite a serious 
statement to make. 

Mr. McKELLAR. Oh, no; Mr. President, the Senator from 
Oregon misunderstood me. I said these gentlemen were chiefs 
of their several divisions. 

Mr. FLETCHER. . That is a different thing. 
Mr. McKELLAR. And had charge of these contracts. 

Under the committee substitute, which is known as the Cham
berlain substitute, primarily officers of the War Department 
would settle these contracts; and as to the board about which 
the Senator from Florida [Mr. FI.KTCHER] is talking, that board 
only has jurisdiction when the case conies up on appeal. These 
officers will settle it; and if they can not settle it with them-
selves, how can they settle it? 

Mr. FLETCHER. But they are not on the board at all. 
Mr. CHAMBERLAIN. I did not want the Senate to get the 

mpression that (hose men were on the board or were adjusting
these contracts; and the Secretary of War would certainly be 
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a very foolish business man if he undertook to put them on the 
boa fd. 

air. FLETCHER. The Senator is entirely right. So when 
the Senator from Tennessee asked me the question if I would 
stand for a settlement made under those circumstances, with 
this gentleman on the board, I said no; but he is not on the 
board. He was one of the original agents of the Government 
in making the purchases, a head of a division, but I do not 
understand that he is an adjuster of those contracts. 

Mr. McKELLAR. Mr. President, will the Senator yield 
to me? 

Mr. FLETCHER. Certainly. 
Mr. McKELLAR. As I understand, the War Department's 

machinery now is that those officers of the War Department 
who have in charge these contracts attempt to arrive at an ad
justment. Suppose there is a legal contract, they will arrive 
at an adjustment; the War Department follows their recom
mendation in the matter, and that ends it. The board of which 
the Senator speaks has nothing in the world to do with it. 
The question I ask the Senator from Florida is, Is he willing 
to settle it by these gentlemen? 

Mr. FLETCHER. Except that the department arrives at an 
adjustment in pursuance of such investigation, study, and rec
ommendation as the board may make, I take. it. 

Mr. McKELLAR. Not at alJ. It is an appellate board. The 
testimony disclosed to us that.it was an appellate board entirely. 
For instance, if Mr. Donald, representing the clothing and equip-
age division, settles with the various firms with which he is con
nected, that simply goes through as a matter of course, and the 
settlement is made. The Senator may be satisfied with that 
kind of a settlement on behalf of the Government, but I am not. 

. Mr. FLETCHER. Mr. President, there are 8 of these adjust
ment boards in Washington and 24 of them throughout the 
country all told. These boards are the boards before whom 
these claims are presented. They make their recommendation 
to the Secretary of War. If that recommendation is not satis
factory, then it comes to the board of which Mr. Garnett, Mr. 
Lehuiann, and Mr. Malone ate members, and they review it. 

Mr. NUGENT. Will the Senator yield to me? 
Mr. FLETCHER. Certainly.
Mr. NUGENT. I should like to ask the Senator if he knows 

the personnel of those committees; if he knows how those com
mittees are made up which are now adjusting these contracts? 
Are they made up of the gentlemen who made the contracts in 
the-first instance? • • . . 

-MJV FLETCHER. I think not; not at all. They are desig
nated by thft-.Secretary of War to make the investigations as to 
th§jj}articuiar matters which are presented in connection with 

-these*contracts oc qua si-contracts. 
^Mjr. NUGENT. Does the Senator know -

Mr. McKELLAR. If the Senator from Florida will yield to 
me for a minute, I will say this, which, I think, will probably
aflsweiy as well as it can be answered, the question which the 
Senator from Idaho has asked. 

Mr. FLETCHER. I do not think these boards are made up 
of the chiefs of the divisions that made the contracts. 

Mr. McKELLAR. There is not a scintilla of evidence before 
our committee in reference to who compose the smaller boards. 
They did not give us the names of the members of the appellate 
boards who are officers in the Army, and were made officers 
in the Army purely for the purpose of sitting on appeal. 

As to the lower boards, who ar,e on them, who they are what 
connection they have with the gentlemen with whom they are 
doing business, we have no knowledge whatsoever 

Mr. FLETCHER. I do not know their personnel 
Mr. NUGENT. The Senator can not enlighten me with 

respect to that? 
Mr. McKELLAR. I t can not be done, because we have not 

the information. 
Mr. FLETCHER. I do not know the personnel of these dif

ferent boards-8 of them in Washington and 24 of them 
throughout the country—but I presume we can get their per
sonnel if that is important. I do not understand, however that 
the personnel composing those boards is made up of the same 
persons who made the contracts. 

Mr NUGENT. I should likke to know theirr personnel, I will 
tte- V O t e  iiSS  ''

t a k e nn w i t h aspect to
Sis mat£r. t01% bef01'e tte VOte  aspect to 
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bill and the substitute now pending before the Senate, I think 
it is worth while to refer to that letter and to have it printed 
in the RECOED. I will not take the time to read it; but I think 
Mr. Crowell mentions that the department has already provided 
for these boards, although I am not sure that he gives the 
method of making up the boards or how they are constituted. 
But the letter does state: 

In addition to being utterly unable to do its work, the adjustment 
board provided by S. 5261 is entirely unnecessary for the reason that 
the Wnr Department already has established and at work a machinery
adequate to handle efficiently and promptly all settlements. Without 
now going into the details, the department has a central board of 
contract review In each of the eight supply bureaus in Washington;
also a total cf 24 local or district boards in various sections of the 
country making settlements for the Ordnance Department and the 
former Quartermaster Corps. The department has also established in 
Washington a board of contract adjustment to which the Secretary of 
War refers for decision all eases In which the contractor and the con
tracting officer are unable to agree. Furthermore, several thousand 
contracting officers, accountants, investigators, and other assistants are 
now at work helping the boards to make prompt settlements. On the 
enactment of the legislation which the War Department has requested,
this machinery is prepared to start Immediately on the cases in which 
contracts were not made or signed as provided by law. 

That Is the machinery that is now in operation. I do not 
know whether it is necessary to go further into detail as to how 
it is constituted than that or to set out the names of all of the 
officers who are connected with it. I am quite sure that the-
machinery is ample to arrive at an honorable and a fair adjust
ment of these matters and to assure to the Government that 
there is no fraud being committed as against the Government. 
I will ask to have Mr. Crowejl's letter inserted in the RECOBD. • 

The VICE PRESIDENT. Without objection, it is so ordered. 
The letter referred ;o is as follows : 

WAK DEPABTHENT, ' 
WasMngton, January S, 1019. 

Hon. DUXCAX U. FLEXCHEE, 
United States Senate. 

Ms DEAK SENATOR : I am glad to avail myself of your suggestion that 
I submit to you a statement with reference to S. 5261,. known as the 
Hitchcock bill. 

This bill provides for the establishment of an adjustment commis
sion of three members who shall decide all cases of cancellation of ex
isting valid contracts or orders of the War Department, and also all 
cases In which a contract was not made or signed as provided by law. 

The War Department is strongly convinced that tne enactment of 
this bill would cause great and unjustifiable delay in settling the proper 
claims of contractors and would most unjustly throw hundreds of 
contractors into bankruptcy. 

It would first be necessary for the President to appoint the members 
of the commission. The Senate must then confirm the appointments. 
Thereafter tbft board must organize and familiarize itself with ita 
duties. If regional boards of examiners are appointed, their member-
ship must be selected and their machinery started. 

These various steps will necessarily take time. After they have been 
performed the board will .find itself confronted with a situation which 
will absolutely prevent prompt settlements. This situation will result 
both from the magnitude of the task and from the almost total lack 
of assistance provided for the board in the bill. 

Incomplete figures show that the total number of settlements which 
would come before the board would exceed 25,000. That this is an 
impossible task for three men in one year is, of course, obvious. 

Your attention is Invited to the fact that the entire appropriation 
provided by the biU is only $50,000 ; that $35,000 of this amount will 
be used to pay the salaries of the three members of the board and the 
secretary; and that only $15,000 will be left for the accountants in
vestigators, clerical assistance, and office expenses of the central 
board and the entire expenses of all such boards of examiners as may
be appointed. Comment on tne utter inadequacy of such an appro
priation Is unnecessary. At the very outset, the board would be 
choked with work and this condition would become hopelessly more 
aggravated each succeeding week. 

As bearing on the personnel and the expenditures necessary in the 
determination of large numbers of cases, by prompt and informal 
methods, your attention Is Invited to the following Illustrations: 

(1) The Interstate Commerce Commission consists of nine members 
During the year ending October 31, 1917, the commission decided ap
proxlately 1,000 formal proceedings and 10,000 Informal proceedings 
with an organization of approximately 700 employees and an expendi
ture of $1,060,000 chargeable to this Work. The Hitchcock bill pro-
poses to have three men decide in one year at least twice as many 
cases on an appropriation less than one-twentieth as large. 

(2) The public service commission of New York, second district, a 
typical State public service commission, decided in 1917 approximately
450 formal proceedings and 1,350 Informal proceedings, a total of 
1,800 proceedings on an appropriation of approximately $400,000. The 
Hitchcock bill proposes to have the adjustment commission decide ap
proximately 20 times as many cases with one-eighth the appropriation 
and personnel. 

In addition to being utterly unable to do its work, the adjustment 
hoard provided by S. 5261 is entirely unnecessary for the reason that 
the War Department already has established and at work a machinery
adequate to handle efficiently and promptly all settlements. Without 
now going into the details, the department has a central board of 
contract review In each of the 8 supply bureaus in Washington;
also a total of 24 local or district boards in various sections of the 
country making settlements for the Ordnance Department and the 
former Quartermaster Corps. The department has also established In 
Washington a board of contract adjustment to which the Secretary of 
War refers for decision all cases in which the contractor and the 
contracting officer are unable to agree. Furthermore, several thousand 
contracting officers, accountants, Investigators, and other assistants 
are now at work helping the boards to make prompt settlements. On 
i enactment of the legislation which the war Department has re-
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quested, this machinery is prepared to start immediately on tbe case
in which contracts were not made or signed as provided by law. 

The War Department feels very earnestly that the good faith of the
Government is pledged to a prompt settlement and payment of all
just claims of contractors. The department stands fully ready to
make such settlements and Is already doing so where the contracts 
were made and signed as provided ty law. 

The Dent bill, as amended by tbe House Committee on Military
Affairs, will meet the requirements of the situation if amended in a
few further respects as suggested by the War Department and will
enable the department to utilize its existing boards and its existing 
personnel to make prompt settlements of all formal and informal con-
tracts. 

BENEDICT CROWKIX,Very sincerely, 
The Assistant Secretary of War. 

Mr. FLETCHER, ilr. President, I have not any serious ob 
.lection to this commission. The only thing I am fearful about h 
that it will delay matters. I believe that the War Department 
is perfectly capable of dealing with this whole situation if Con
gress will simply say that certain contracts which ought to have 
been formally executed and would in the ordinary course of 
events have been formally executed are valid contracts. If Con
gress will simply give the authority provided In two sections,
I believe, as I have said, that the department will adjust these 
matters in such a way as to bring relief to the contractors who 
have undertaken to serve the Government in its hour of need, 
and to bring it speedily; whereas if we add to that some sort of 
commission to review what the department does, we will create 
a condition which will inevitably mean uncertainty and delay. 
The contractors are not in a position where they can endure 
that hardship. They have suffered enough already; there has 
been enough delay already, and, indeed, thei'e has already been 
too much. 

What will it mean, for instance, if we have to wait here until 
the President names three members who are to constitute the 
proposed commission? We have had some experience in that 
direction. We know that whenever the President is authorized 
to make an appointment it does not come here the next day or 
the next week. Sometimes it takes several weeks and sometimes 
several months for the name to come in. The President has diffi
culty 3n finding men to fill these responsible positions, and an 
appointment on this commission is a responsible position, a posi
tion that calls for $7,500 a year as compensation. 

That is another thing that is made necessary by this bill. It 
Is proposed to spend $50,000 a year, in my judgment, wholly
without any necessity at all. It is necessary to set up a court 
with clerks and stenographers and records, and all that sort of 
thing—a regular court machinery. 

Mr. HITCHCOCK. That is also in the committee bill. 
. Mr. FLETCHER. I know it is, but I am totally opposed to 

it. I am opposed to that provision in both bills. I am opposed 
to the creation of a commission, but I am not going to delay the 
bill by making any great contest about it. I take it as being
the best thing for us to do in order to get some action on this 
legislation, for other members of the committee seem to be 
against me on that idea. It is true that both bills—the bill of 
the Senator from Nebraska [Mr. HITCHCOCK! and the bill now 
offered as a substitute—provide for a commission, but I repeat 
I think it is a useless thing, an expensive thing, a costly thing
for everybody concerned, to the Government as well as to the 
contractors, because it means delay. It will be weeks and 
weeks before we get the three names before the Senate, and 
then they must be confirmed by the Senate. Both the bills pro-
vide for that, and that may take several weeks. We do not 
know how long. And then after they are appointed and con-
firmed by the Senate and begin the work they have got to 
establish their headquarters, their apartments, and organize 
their forces for conducting this inquiry. So we are going to 
ltave claims pending before that court until most of us in this 
Chamber have passed away, and we will never hear the end of 
them. It seems to me an absurd thing to establish a court here 
to deal with these matters which ought to be adjusted without 
any delay at all and without all of this expensive machinery. 

If we provide this commission, we are establishing a fifth 
wheel to the coach, for we have the Court of Claims anyway
without this provision, which may be resorted to where there Is 
a. valid contract, and when we make valid contracts that are 
now irregular we open the way so that any contractor can 
secure justice, even though he has to bring suit finally in the 
Court of Claims. But here it is proposed to establish another 
court ahead of the Court of Claims. We already have the War 
Department and the whole machinery of that department, with 
all of its boards, and a final appeal to the Secretary of War 
himself. 

Then, after that, it is proposed to create a commission before 
which the contractors may go. They can thrash out the matter 
before the commission, with years and years of delay and detail 
In connection with proceedings there, and then, after the com

mission has rendered a decision, they can go to the Court of 
Claims. When will we reach an end to these matters that are 
In dispute between citizens who have endeavored to serve the 
Government and the Government itself? I think it is a useless 
and expensive piece of machinery that ought to be eliminated 
from this bill. 

Furthermore, coupled with the proposal to establish a court 
is a provision that it shall be composed of men, according to the 
very language of the bill, who are pledged to look after particu
lar interests on that commission. One is to represent the War 
Department, the other is to represent the Department of Justice, 
and the other is to represent the contractors, I presume; " th<j
business interests of the country," the bill says. In other 
words, we are creating a court composed of three members, 
every member of which must go there pledged to look after some 
particular interest. Tlrat is a ridiculous kind of court to create* 
It is not a court of justice. A court of justice ought to be 
absolutely free and unhampered to deal with the facts, the law, 
and the justice of the controversy, and not be composed of par
tisans, as this bill specifies they must be. It is proposed to 
create a court of justice to pass upon the claims and to consti
tute that court of men appointed for the very reason that, re
spectively, they represent specialty, particularly, and peculiarly
conflicting interests. 

That is another objectionable feature of it; but, as I have 
said, I am not going to take up more time in discussing the 
commission idea. I think it is absurd and ought to be elimi
nated from the bill, and I may offer an amendment to that 
effect before we get through with it. However, I would rather 
have the bill passed even with the unnecessary, useless, and ex-
pensive provision with respect to this commission than not to 
have it at all. I want to see the legislation enacted promptly. 
It ought to have been enacted before this time. It is a pity 
to have had all this delay about it. There are citizens who have 
rights, whose rights the department recognizes, and who are 
suffering daily by reason of the technicalities obtaining which 
prevent the settlement with them now. They ought to be set
tled with, and they can be settled with, and I am in hopes that 
most of them will be settled with without any appeal to this 
extraordinary commission. 

I think there are safeguards thrown around the whole mat
ter by provisions of the bill which protect the Government in 
every way, although I do not think that anybody is contem
plating robbing the Government. I think it is undisputed—the 
authorities themselves admit it is undisputed—that there are 
contractors who are entitled to the adjustment and settlement 
of their rights and their just claims, but they can not get 
them as the law now stands. This bill opens the way for them 
to get what is due them. The danger would be rather that 
the department would be strict with them rather than that 
the department would not be strict enough. I fail utterly to 
see that there is any necessity for a commission. It merely 
puts upon the Government an additional expense, and it is 
going to cause inevitably serious delay and thereby hardship
where there is no occasion for it. As I have said, I think that 
very likely before we are through I shall offer an amendment to 
strike out the provision for the commission, but I am not going 
to delay action on this bill by insisting strongly on it or taking 
up time discussing it further. I desired, however, to mention 
these facts in connection with the matter, and to urge, as I have 
said, speedy action upon the bill, in order that we may afford 
the relief that ought to be afforded and which those whom it 
will affect are entitled to receive. 

Mr. SMOOT. Mr. President, on January 23 the administra
ive committee of the American Bankers' Association adopted a 

resolution in relation to a provision in this bill, which I wish to 
take just a moment to read into the RECORD, and when the 
proper time comes I desire to discuss it to some extent. The 
•esolution is as follows: i 

Resolved, That the American Bankers' Association earnestly urge tho 
jassage by the Senate of H. R. 13274, as reported by Mr. CHAMBERLAIN 
on January 20, with an amendment, subject, however, to the important 
modification that wherever the right of appeal therein is given to the 
Department of Justice such right be eliminated. 

A provision of this nature places upon the Department of Justice a 
uty to investigate all contracts or orders now pending validation, ad

justment, and final settlement, and will cause a serious and unneces
sary delay, to the gr?at detriment of business, and will cause a great 
financial loss to customers of banks and seriously interfere with the 
imployment of labor. 

We believe that there are adequate laws existing to protect the Gov
rnment in the payment of contracts when validated, and that section 2 
if the bill in question protects the Government in the validation of in
'ormal contracts and the completion of contracts to replace informal 
»rders and agreements. 

At the proper time, Mr. President, I may offer an amendment 
:o the amendment reported by the committee, although at this 
ime I do not care to do so. 
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From what lms been saiil this afternoon by members of the 

committee, it seems to me that this bill ought to be guarded a 
little more carefully iu certain particulars than it is; but. if there 
is to be any relief whatever granted to the business interests of 
this country, let us have early action and let us perfect the bill so 
that there can not be criticisms against the Government such as 
have been referred to here to-day. I am rather surprised at 
what has been said upon the floor of the Senate, and yet I pre
sume if we went into an investigation of all of the departments 
of the Government we would find that some unheard-of, un
thought-of actions have been taken at a time when the demand 
was pressing, when the question of money counted nothing, and 
when the main consideration was the question of time. I can 
not conceive, Mr. President, how the conditions related here to-
day can be justified or defended. 

To my mind the department itself ought to have taken those 
matters in hnnd immediately, and they ought to have been 
rectified long ago. I have no doubt that there must be some 
legislation granting relief to the men who have furnished ma
terials to the Government and who in many cases abandoned 
their regular business to do so, and who have not only all of 
their capital invested in producing the materials furnished to 
the Government in time of war but a great deal more. I think 
the chairman of the committee well said that unless some relief 
is granted, and that Quickly, there are a great many institu
tions in this country which are going to be driven to the wall 
financially. 

Mr. HITCHCOCK. Mr. President, as I understand the situa
tion, we have before us a bill of the House of Representatives 
for which the committee has submitted a substitute. I desire 
to inquire of the Chair whether it is now in order to offer an 
amendment to perfect the House bill before the substitute is 
voted on? 

The VICE PRESIDENT. It is. 
Mr. HITCHCOCK. Then, Mr. President, I offer the amend

ment which I send to the desk, which I ask to have printed so 
Unit the Members of the Senate may have it to-morrow. 

The VICE PRESIDENT. Without objection, it is so ordered. 
Mr. CHAMBERLAIN. Mi1. President, I rise to a parlia

mentary inquiry. The bill as reported by the Senate Committee 
on Military Affairs is an amendment to the House bill pro-
posing to strike out all after the enacting clause, and -to insert. 

The VICE PRESIDENT. That comes under Rule XVIII,
which was adopted for the very purpose of avoiding what was 
kJiovrn'uia amendments in the third degree. That rule makes 

j bill one question and the Senate committee amend
tBr /question, and each Is subject to amendment,

te'the part to be stricken out having precedence 
bf amendment. 

Then when the amendment comes up
y t&Si i i the Senator from Nebraska just called attention, will 
: that be vsoteil on first or will we vote on the committee amend
ment first? 

The VICE PRESIDENT. If the amendment of the Senator 
from Nebraska is an amendment to amend the House bill, it 
must be voted on first. 

Mr. CHAMBERLAIN. I rather think that the Senator's 
amendment Is practically a substitute for the House bill. Is it 
not, I will ask the Senator? 

Mr. HITCHCOCK. I think the suspicions of the Senator 
from Oregon are pretty well founded, but I believe that tech
nically I am within the rules of the Senate. 

Mr. CHAMBERLAIN. Then, Mr. President, I confess to my
ignorance of parliamentary law. 
'• The VICE PRESIDENT. The Chair is of this opinion- The 
Chair has been sitting here this afternoon, and has heard inci
dentally, on the side, what was attempted to be done. The 
Chair thinks that the Senator from Nebraska has a right to 
move an amendment as in lieu of the amendment offered by the 
committee; ami the Chair thinks, also, that amendments may
™,.?,ffeletl  i ° t h  e au)endment of the Senator from Nebraska 
While the Chair has not seen it, from what the Secretary tells 
the Chair the Chair does not believe it is an amendment of the 
part that was stricken out at all. It is in lieu of that The 
Secretary says, however, that the Senator does save part'of the 
House text. ' 

nll'• lMJ?r0T- H e l m  s t h  e riS"t, however, to perfect it. 
righto do f ? E S I D E N T " °h> JeS; m° Senat01<has aperfecth r HITCHCOCK. Mr. President, in addition to havin- the 

U e P 1  ? D ^ / S h 0 U i a l l k e  t 0 l l a T e  j t t inted Tn ticke that request. 
P R B S I D E N T - I s th™ ™* objection? The Chair 

Mr. SMOOT. Why not have it read? 

Mr. HITCHCOCK. I am perfectly willing to have it read,
although I have suggested to the Senator in charge of the bill 
that we could not make any more progress to-night, and that 
we ought to have an executive session; 

Mr. FRELINGHUXSEN. May I ask the Senator when we 
will be able to get copies of his amendment? 

Mr. HITCHCOCK. The amendment will be on the ueisk of 
Senators to-morrow morning. 

The amendment of Mr. HITCHCOCK is as follows: 
In line 3, page 1, after the word " That," strike out all down to and 

including line 24, page 3, and insert the following: 
" Where during the present war and prior to November 12, 1018,

officers or agents acting under authority of the Secretary of War have 
placed orders or made contracts with manufacturers or contractors for 
war supplies or materials, or for the performance of work thereon, or 
for the construction or enlargement of plants or other preparations 
necessary to furnish supplies or materials for the War Department,
the procurement of which has heretofore been authorized by Congress, 
and any of sa'id' orders or contracts has been partly or wholly per-
formed, ov expense has been incurred by the manufacturer or contractor 
prior to the 12th day of November, 1918, in preparation or partial exe
cution of said contract or order, the fact that any such contract or 
order or agreement has not been made in tho form or signed in the 
manner required by law shall not invalidate the same if it wns entered 
into in aood faith and lacked only the sanction of a contract in legal 
form. Nothing herein provided, however, shall be held to validate 
any contract, order, or agreement given or made by an officer or agent 
of the War Department not legally qualified ov authorized to give a 
formal legal contract, except where such officer has signed as the 
representative of a superior officer authorized to make such contract, 
nor to permit an officer to make such contract with any company, cor
poration, or firm in which he has, or had at the time, directly or 
indirectly, any interest. 

" SEC. 2. That in all cases as above included it shall be lawful to make 
payments under the terms of the contracts or orders so made or given 
to (he extent that performance thereof has been made, expenditures in
curred,, or supplies thereunder have heretofore been received and accepted 
by the United States, provided that payment in such cases shall not 
exceed the fair value of the supplies or materials delivered to and 
accepted by the United States, together with remuneration for expendi
ture properly incurred in preparing to perform said contract, orders, or 
agreements. 

•' SEC. 3. That in case of the cancellation, suspension, or annulment 
of any contract, order or agreement as described*in this act, by the 
Secretary of War, or officers or agents acting by his authority, and iu 
cases where no property or snnplies have been delivered to and accepted 
by the United States, or where only partial delivery and acceptance has' 
been made, contractors shall file with the Secretary of War within 00 
days after the passage of this act any claim for remuneration arising 
out of the discontinuance, cancellation, or suspension of such contract, 
agreement, or order, properly itemized and set forth. Each claim shall 
thereupon, or as soon as possible, be transmitted to and filed with the 
commission hereinafter provided for, together with a statement at
tached thereto, showing the amount, if any, which the War Department 
deems to be justly due to said claimant. If the claimant shall file a 
statement offering to accept the amount awarded by the War Depart
ment in full for said claim, the commission shall, within 10 dayx, order 
the same paid in the absence of evidence that it is excessive. 

" S E  C 4. That for-the adjustment of all claims arising out of tho 
cancellation of contracts, orders, and agreements for supplies or mate-
rials of war, as described in the foregoing paragraphs of this act, there 
Is hereby created an adjustment commission to be composed of three 
inenbers, to be appointed by the President and confirmed by tho Senate 
one representing the War Department, one representing the Depart
ment of Justice, and one representing the business interests of the 
country, none of whom shall be interested in any contracts with tho 
Government or have an interest in any flrm or corporation having war 
contracts, who shall hold their offices for one year and receive as com
pensation a salary of $10,000 each. It shall be the duty of said com
mission promptly to examine and pass upon all claims for compensation 
and. reimbursement arising out of cases as set forth in this act for sup-
plies furnished, expenditures or obligations necessarily incurred, or mate-
rials purchased under faith of contracts in legal form or orders re
ceived from officers and agents of the Secretary of War as heretofore 
set forth. 

" SEC. 5. That in each ease, as soon as the commission has made an 
award, tho contractor shall be entitled to receive the same upon frivlns* 
receipt in full of all demands against the United States arising out of 
the transaction, or if the contractor Is not satisfied with the amount so 
awarded he shall be entitled to receive, and shall receive at once 75 
per cent of the amount that has been awarded him, and he shall there-
upon be entitled to appeal the case to the Court of Claims, which is 
hereby given Jurisdiction to hear the case and render final judgment in 
such sum as may be required to reimburse the contractor for supplies 
and materials delivered to and accepted by the United States and ex
penditure necessarily incurred in good faith in the partial performance 
of the contract or order above referred to, or in preparing for the same 

" SEC. 6. That in no case, however, shall any award, either by tha 
commission or the Court of Claims, Include prospective or possible 
profits on any part of the contract beyond the goods and supplies deliv
ered to and accepted by the United States and a remuneration for 
expenditures necessarily incurred in preparing to perform said contract 
or order so canceled. 

"SEC. 7. Tha): the purpose of this act being to secure prompt settle
ment of claims, the commission is authorized to make its own rules and 
regulations and to hear and determine the issues informally and 
promptly upon presentation of the case. The commission is authorized 
to appoint, under such rules and regulations as it shall prescribe, one or 
more regional boards of examiners to serve In such districts throughout 
the country as the commission shall fix and determine to investigate 
and determine tho facts concerning claims, legal or equitable, that may
be presented as herein prescribed. The members of such board shall ha 
composed of one representative of the War Department, one representa
tive oJ tho Department of Justice, and one -from the business interests 
of the region, none of whom shall have any interest in the contract,
directly or indirectly, and receive no compensation, saTe and except 
such per diem compensation r.s shall bo fixed by the commission. 
Whenever the commission shall refer to any such regional board of 
examiners any claim they shall proceed informally to hear the parties, 
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take the proofs, and return the same promptly to the commission with 
their recommendation thereon. 

" SBC. 8. That the sum of $50,000, or so much thereof as may be nec
essary. Is hereby appropriated, out of any money in the Treasury not 
otherwise appropriated, for the reasonable expenses of said commission, 
to be paid ont upon the warrant of the chairman, who shall be chosen 
by the commission from among their own members, and approved by
the secretary, who may be selected by the commission, and who shaft 
receive a salary of not exceeding $5,000 for the period of one year, or 
so much thereof as may be necessary, to be determined by the com
mission." 

Amend the title so as to read: "A bill to legalize informal or defective 
orders for war supplies and materials; to provide for the cancellation 
of orders and contracts, for the reimbursement of contractors and man
ufacturers, for the adjustment of claims on canceled contracts or orders, 
to provide for the partial payment of awards pending final determina
tion, and for the creation of an adjustment commission." 

WASHINGTON'S FABEWELL ADDBESS. 

The VICE PRESIDENT. In accordance with theorder of the 
Senate heretofore made, directing the reading of the Farewell 
Address of George Washington upon the 22dday of February,
immediately following the reading of the Journal, the Chair 
appoints for that purpose this year theSenator from New Jersey 
[Mr. FBKI.INGHUYSEN], 

EXECUTIVE SESSION. 
Mr. MARTIN of Virginia. I move that the Senate proceed 

to theconsideration of executive business. 
The motion was agreed to, and the Senate proceeded to the 

consideration of executive business. After 25 minutes spent in 
executive session thedoors were reopened. 

DEATH OFREPRESENTATIVE BOBBINS.

Mr. PENROSB. Mr. President, I ask that the resolutions 

received from theHouse of Representatives onthe death of Hon. 
KDWARD EVERETT ROBBINS, late a Representative from the State 
of Pennsylvania, be laid before the Senate. 

The VICE PRESIDENT. The Chair lays before the Senate 
the resolutions from the House of Representatives, which will 
be read. 

The Secretary read the resolutions as follows: 
IN THE HOUSB OF RBPBESEXTATIVES, 

: January to, 1919. 
Resolved, That the House has heard with profound sorrow of the 

rteath of the Hon. EDWAUD EVERETT BOBBINS, a Representative from the 
State of Pennsylvania. 

Resolved, That a committee of 34 Members of the House, -with such 
Members of the Senate as may be joined, be appointed to attend the 
funeral. 

Resolved, That the Sergeant at Arms of the House be authorized and 
directed to take such steps as may be necessary for carrying out thepro
visions of these resolutions, and that the necessary expenses in connec
tion therewith be paid out of the contingent fund of the House. 

Resolved, That the Clerk communicate these resolutions to the Senate 
and transmit a copy thereof to the family of the deceased. 

Resolved, That as a further mark of respect this House do now ad
journ. 

Mr. PENROSE. Mr. President, I offer the following resolu
tions, which I send to thedesk andaskfor their adoption. 

The resolutions (S.Res. 430) were read, considered by unani
mous consent, and unanimously agreed to, as follows: 

Resolved, That the Senate has heard with profound sorrow the an
nouncement of the death of the Hon. EDWARD EVEBETT BOBBINS., late a 
Kepresentative from the State of Pennsylvania. 

Resolved, That a committee of seven Senators be appointed by the 
Vice President to join the committee appointed on the part of the 
House of Representatives, to attend the funeral of the deceased. 

Resolved, That the Secretary communicate a copy of these resolutions 
to the House of Representatives. 

The VICE PRESIDENT, under the second resolution, ap
pointed Mr. PENROSE, Mr. KING, Mr. OVERMAN, Mr. WATSON, 
Mr. BAIKD, Mr.THOMPSON, and Mr.KNOX the committee on the 
part of the Senate. 

Mr. PENROSE. Mr. President, I move as a further mark 
of respect to the memory of the deceased Representative that 
the Senate do now adjourn. 

The motion was unanimously agreed to; and (at 4 o'clock and 
fS5 minutes p. m.) the Senate adjourned until to-morrow, Janu
ary 28,1919, at 12 o'clock meridian. 

NOMINATIONS. 
Executive nominations received by the Senate January 27,1919. 

APPOINTMENTS IN THE NAVY. 
To be ensigns for temporary service. 

Jack G. Scott, 
Lawrence V. Smith, 
Harold E. Aul, 
Edwin J. Simons, 
Roger K. Hodsdon, ; 

Wilbur J. Schoepfle, 
Robert T. Lattin, 
Charles A. Harrison, 
Edward A. Pedersen, 
James R. Bagshaw, jr., 

Arthur R. Curry,
Cecil G. Cooley,
Frank V. Herdman,
Leslie V. Winchester,
William C. Wroe,
Robert C. Saunders, jr.,
Frank E. Goeckler,
Albert L. Struven,
Bascom H. Thomas,
Willard W. Wright,
Arthur T. Leonard,
Perry B. Sample,
William F. Evans,
Alfred G. Scott,
Cellan A. Hendee,
Kenneth E. Bryant,
Philip H. Smith,
Edwin E. Valentine,
Leon W. Dunbar,
Richard W.Reep,
Edgar V. Carrither.?,
Elliott S. Hastings,
James P. Carroll,
Howard L. Clark,
Rodney H. Dobson,
Eldridge W. Reese,
Clinton H. Beckwitli,
Terence W. Greene,
Ernest O. Arnold,
William N. Thornton,
Joseph G. Brearley,
Oliver F. Green,
Rudolph J. Anderson,
Thomas J. Spellman,
William H. Terrey,
Edgar A. Self,
Theodore J. Olson,
Lannis A. Parker,
Waldorf B. Brown,
Carl H. Taylor,
David E. Tell,
Herman B. Thompson,
Harold W. Skillman,
Leo W. Baker,
Harry S. Ford,
Robert G. Strong,
Aloysius D. Keller,
Ernest V. Abrams,
Wallace H. Collins,
Ivan L. Kiugsley,
Frank P. Doheuy,
Alzaniore B. Smith,
Leroy S. Miller,
Ralph A. Schuyler,
John E. Walrath,
Frank W. Thuuberg,
Frank A. Zimbelman,
John L. Laudfair,
David J. Nolin,
Alexander N. Crowder,
Robert L. Rundle,
Charles M. Steele,
William B. Collier,
Clyde R. Kennedy,
Frank M.Andrews,. 
Joseph S. Fogerty,
James C. Knowles,
Edward L. Sheldon,
James J. Horeau,
Walter E. Peterson,
William T. Ryan,
Foster B. Crutcher,
Charles H. Engelhard,
James H. Joyce,
Irving Thurston,
Charles C. Babcock,
Richard T. Harte,
Ernest M. Moore,
David T. Sanders,
John A. Gee,
Otia Howard,
John A. Scoville,
Verne L. Sullivan,
Merton J. Wakefield,
Lyle H. Gallivan, 


