1919. CONGRESSIONAL RECORD—SENATE.

2123

words, it is entirely hearsay, and if the allegations in the petition could
be corroborated they surely would be for the following reasons : .
(a) Since the election a great many agents, attorneys, und detectives
on behalf of Mr. Henry Ford have traveled up and down the State of
Michigan colleeting evidence. They have represented themselves to be
members of the American Protective League, the reprcsentativgs of the
Department of Justice, and the representatives of Truman . Newberry.
They have examimed poll books and pol 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 Rapids
is an example in point. The United States gistrict 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 large mumber of
witnesses formally and informally to his office and took their statements
frequently before a stenographer representing the Ford interests. He at
times would issue a note in his own handwriting directing persons to
come to his office. At other times he would use a blank form used by
the Department of Justice or by the American Protective League to get

Eeople in his offlce, and frequently these illegal and improper summonses r

¢ caused would be served by volunteer women Red Cross workers, driv-
ing Red Cross ambulances in the city of Grand Rapids, who, of course,
had no conscicusness of the political uses to which their patriotic sery-
jces were being put. If methods of this description produced proof, this
proof and not mere hearsay should be laid before the Senatc before the
elaborate program unow contemplated is undertaken.

3. All the ballots, poll books, and election history in the State of
Michigan is now in a state of erpetual preservation under final injunc-
tions issued h{ the two United States courts in the State of Micl{igan, by
virtue of a stipulation entered into between counsel for Henry Ford 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 n recount.

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

(a) The campaign put ﬁp in Michigan on bebalf of Mr. Henry Ford |

can be shown fo have been generally regarded as the most elaborate,
expensive, and pretentious in the history of the State. .

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

{¢) In every county lterature was freely distribnted through the
mails by messenger boys and even to handbills. :

(d) A most elaborate and pretentious billboard campaign was con-
ducted throughout the State of Michigan, the cxpense of which must
have run into very large flgures.

-~ {e) A very expeusive, elaborate, and pretentious booklet was prepared
and distributed to a number estimated at about a_half a milifon. Testi-
mony from all over the State can be produced indicating that this

pamphlet was malled to every voter in the State of Michigan, and in-

some cases to the same voter on two, three, or four occnsions, It is be-
lieved it can be shown that the cost of printing this pamphlet alone must
have 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
exiremely large figures. ‘There can be no doubt of I8 political effect.

{1) Two occasions, at least. can be shown where Democratic puitmas- i
efore |

ters had mail carriers distributing Iord Iiterature the Sunda
election and witholding other mail from distribution until the Ford
political mail a day or two before election had been distributed.

{z) Jt will be further shown that outside of Wayne County, in which
1s located. the city of Detroit, the majority of Truman H, Newberry over
Henry Ford was approximately 45,000. The normal Republican major-
ity (inc}udln%the city of Detroit) is approximately 30,000. yet Mr.
Forg carried Wayne County by over 35,000 majority. In bringing about
this peeulfar, remarkable politicnl upset it will be shown that Ford
workers in great numbers were around nearly every booth with litera-
ture, cards, and hanners; 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 approximately 40 are
precinets notoriously known as politically controlled. It will be 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
R_ep;lb]ican candidates had like majorities in a great many of such pre-
cine

on voting men who were not registered ; in some cases men whose citi-
-ze);s;l)il[} \va?l gg}ubteﬁl. u - iz : .

n addition to this political organization so built up it wi
shown that there is a Ford agent for-the sale of Ford L‘alI')S itn'“x;l(:}utl?
every hamlet in the State of Michigan. These Ford agents were in
nearly all cases made the political headguarters of the Ford campaign,
the place from which workers were furnished cars and literature, thus
affording a semivolunteer organization unparalleled. ’

It is because of facts and circumstances as ahove enumerated that it
is believed {t can be demonstrated that the major portion of the political
activity and expenditures of money on the eléction was done on behalf
of Mr. Ford, who some time after the election in an authorized pub-
ﬁs‘}mdesstatemcnt said in effcet the clection was free from amy irregu-
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VALIDATION OF WAR CONTRACTS.
Mr. CHAMBERLAIN, 3y, President, has the morning busi-
ness been éoneluded? '

"l‘he PRESIDING OFFICER (3Mr. Horits in the chair).
The morning business has been closed. The Calendar, under
Riule YITI, is in order. .

My, CHAMBERLAIN. I move that the Senate proceed to
tlv::‘ cnnsxdgmtion of House bill 13274, the unfinished business.

{he motion was agreed to; and the Senate, as in Committee
0‘£. the Whole, resnmed the consideration of the bill (¥, R.
1:)'-.’54) to provide relief wheve formal contracts have not been
ade in the manner required by iaw, which had been reported
from the Comumnitioe on Military Affairs with an amendinent,

s.
(h) 1t will be shown in some precinets that the Ford workers insisted |

My, CHAMBERLAIN. Mr. President, this measure is one of
' very great importance to the country, involving as it does the
validation and payment 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 Hitcheock MceNary Spencer
Borah - Hollis Martin,Va, Sterling
Calder Johnson, Cal. New Swanson
Chamberlain Johason, S. I'ak. Nugeat Thomas
Colt Jones, Wash. Overman Townsend
‘Curtis Kellogg Penrose Trammell
Fletcher Kenyoit Pittman Walsh
Frelinghuyrsen King Pomerenc Warrcen
Gay {nox Shafroth Watson
Gronna La I'olletie She%pm-d Weeks
Hardwick Lenroot Smith, Ga Williams
Henderson McKellar 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. Banxkneap, Mr. Cvarmins, Mr. Harg, My, Harpovg, Mr,
Kmpy, Mr. Lopee, Mr. MARTIN of Keptucky, Mr, Mosgs, Mr, NEL-
soN, Mr, Porrock, Mr. Ransprry, Mr. SHERMAN, and Mr, SauTe
of Arizona answered to their names when called. . ’

Mr. Smymarons 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 age,
this is a measure of very great importance, and I do hope that
Senators will underfake to reach a proper solution of the ques-
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 departmenfs 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 REcomp section 3744 of
the Revised Statutes.

The PRESIPING OFFICER.
requested. ’
| The Secretary read ag follows:

It shall be the duty of the Secretary of War, of the Secretary of the
Navy, and of the Secretary of the In{erior to cause and require every
contract made by them severally on behalf of the Government or by
their officers under them appolnted to make such contraets, ty be re-
duced to writing and signed by the contracting parties with their names
at the end thereof, a copy of which shall be %led by the oficer making
and signing the contract In the Returns Office of the Department of the
Interior a8 soon affer the contract is made as possible and within 30
days, together with all bids, offers, and proposals to him made by per-
sons to obtain the same, and with a copy of any advertisemeut 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 ribbou and scaled and marked by numbers in regular urder 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 decm it unnecessary to call
particular attention at this time, It so Lappened 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 of
the supplies which were necessary for the successfal prosecu-
tion of the war becanle more insistent the War Department an
its officers and agents began to disregard the provision of the
statute. It happened that many supplies, munitions, and in
fact everything needed were ordered by letter, some by tele-
phone and telegraph, and I Lelieve in 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 supplieg, appealing to their patriotism to go ahead and
manufacture the things that were needed by the  Governent,
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 statufe, it was comptied with, and men of
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. vely.
ing upon the justice and integrity of purpose of the Governe
ment officialy {0 see Lo it that they were paid later on.

Mr. POMERENE. Mr. President——

The PRESIDING OFFICER. Docs the Senalor from Oregon
vield to the Senator from Ohio? -

Mr. CHAMBERLAIN. I yicld.

Mr. POMERENE. e Senator from Oregon has referred to

The Secretary will read as

.the informality of many of the contracts.  If he will persit me,
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I should like to submit another instance that was called to my
attention some time ago, in which & representative of the Gov-
ernment waited upon o 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 he 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 hiave the Senator call at-
tention to that, but it is only one illustration of a great many.
In any cevent the War Department, I think, was undertaking to
reach an adjustment of invalid or in many instances irregular
contracts when the the Comptrolier 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 [hese Governments or by their citi-
zeps. In many cases consent to their caneellation 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 has been, as the testimony shows in
the hearings before our commiitee, that in some instances the
French Goverumment and individuals in France and in Great
Britain are proceeding to carry out the terms of th~ 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 call attention to
the fact that after the decision of the compitroller the War
Industries Board had prepared and sent up to be introduced in
Congress a bill which would validate these irregular eontracis,
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 eonsideration, with the result that a subsequent bill
introduced in the Nenate nunder date of January 2, 1819, by the
Senator from Nebraska |[Mr., HitcHecock]) and referred to the
committee, was reported out by the Committee on Military
Affadrs, as probably the best bill on the subject up to that riwe,

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

Stilt Iater, My, President, the committee, without further
action than as above stated upon any of these bills, had referred
to it House bill 13274, 1t is now Order of Business 597 on the
Senate Calendar. It was known as the Dent bill, and haa for
its purpose the same ohject the bills whieh I have just been
mentioning. ‘Then the Committee on Military Affairs of the
Senate reported out ax a substitute for the so-called Dent bill
another bill which cmmbodied what is conceived to be the best
features of the bills I have just been discussing. That bill was
reported to the Senate on the 13th day of January, striking out
all after the enacting clause and substituting therefor the bill
which the Senate Military Affairs Committee agreed upon.
That is the bill which is now hefore the Senate.

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

Mr. LENROOYN. T should like to ask the Senator from Oregon
a guestion in reference to the first portion of the bill validating
contracts that have heen 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 he able to claim and receive unearned profits?
In other words, here is ut contract for, we will say, $10,000,000
wortlh of munitions, Only $1,000,000 worth of it has been re-
ceived.  The Government could not be held to pay the profit
upon the $9,000,000 which it had not received in munitions? I
ask 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 carned a profit except upon $1,000,000
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. LENROQOT. 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 scems 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
aittention to the language on page 3 of the bill:

The Secretary of War is anthorized and directed, on hehalf 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 equitabiy compensate him or it for the ex-
penditures made, obligations incuried, cquipment, materials, or supe
plies furnished or acquired, or services rendered, as aforesaid.

It excludes any pay for anticipated or speculative profits.

Mr. LENRQOOT. That may be true, but that only relates to
{he cases described in that paragraph where no contract had
been entered into. The preceding paragraph, concerning which
I now direet my inquiry, is where the contract has heen made
but not fully executed in compliance with the law.

Mr. McKELLAR. I will say to the Senator in refercnce to
that, that the first section-applies to those contracts where they
have been signed, but not technically properly 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 upon those writ-
ten contracts which the contractor has already signed, and, of
course, the Government is bound by that.

Mr. LENROOT. That would be true if the first paragraph
wats 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 paragrapl.

Mr. LENROOT. No; the first. The language is:

When such agreement anticipated procurement order, such
agreement was reduced to the form of a contraet or accopted procure-
ment order and executed or signed on behalf of the Government,

I understand all the contracts do provide for cancellation.

Alr. McKELLAR. Those procurement orders ave in writing
also, and the Government is bound by the procurement order in
the same way as in a contract.

Mr. LENROOT. Am I correet 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 contracis from time to time. I have never seen all ot
them, but I am infornied that they all provide—

Mr. LENROOT. I mean that that is the practice.

Mr. McKELLAR. That is the case, although they provide for
canceliation.

Mr. WEEKS. I remember that the matter was brought ur
in the committee and that guestion was asked, and much to
my surprise I think the opinion was furnished the committee
that all contracts did not contain the canceilation clause.

Mr. McKELLAR. That is correct as fo the first contract,
and that was the testimony before the committee, as the Sena-
tor from Massachusetts has described; buf later on they had &
form of contract, which was stated to be the standard form of
contract, in which cancellation was provided.” So, as I said,
even 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 wil’
bind the Governmeut to pay the full price or the protits that
would have been realized upon the canceled portions of the
contract.

M. McKELLAR., No; I do not think that would be the case
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 that; but does the Senator thinl
where such a contract has been made by anyone without an:
provision for cancellation the Government should bhe held to ¢
validation of that contract, compelling the Government to pa.
unearned profits?

and

\
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Mr.. McKELLAR. I am very frank to say to the Senator I
do not, and if he has an amendwent to offer making it certain
that no-progpective or speculative profits are to be considered,
7 ghall take great pleasurc in making it clear, so far as my vote
can do so. I thought therc was a specific statement in this bill
on that subject. There was one in the bill that our subcommittee
prepared. _

e, 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?

Myr. MCRELLAR., That would depend on the kind of profits,
but po unearned profits, surely. .

AMr. 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 57 The authority is “ to enter into such contract with
such individual, firm, company, corporation, * # # as will,
ander all the circumstances, Iairly and equitably compensate
“him 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 ong class of cases, It i
the first paragraph I am now speaking of.

Mr. FLETCHER. Ob, I see. : :

{ Nir. LENROOT. That is not covered by that at all. That
validates the contracts as they-stand, although defectively exe-
cuted. : .

Mr. FLETCHER.  All the Government is there authorized to

do is to waive noncompliance. :

dr. LENROOT. Certainly. That makes the obii:gntion o'!; I

the QGovernment whatever it might be. :

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

My, LENROOT.. If we waive the defective exccution 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 comnyittec that thé Government having
made a written contract with them, it should be bound by it,
even though 1t was defectively executed by the Government's
own agent. The Senntor must see that there is welght in that
rgument. On the other hand, it was the comtractor’s duty,

it seews to me, to see that he had a contract that was properly

exeeuted by the Government agent, as well as the Government’s |

Bt 5o 10. that same thing. Under the circumstances, it
me: that if ‘we give this particular kind of a writtén
shel and better position than the classes of con-
Seoond- paragraph, we are doing an injustice to
. mot: have written contracts. For that reasen I
i to'support an amendment which the Senator or
soring ‘onpmay offer on that subject. i i

My, 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 contraets, 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 the extent of the payment to them ‘is g matter of
determination to be reached through the machinery which has
been provided in the bill.

-Mr. LENROOYT. But if the contract is validated to the full
extent, then they huave-a legal claim. :

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

Mr. LENROOT. I beg the Sevator's pardon, it the Gavern-
ment canceled it, through no fault of their own, cortainly the
general rule of Iaw would be that they would be entitled to the
profits tl_xey would have roceived.

. 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 was brought to the attention of the de-
partment by the Committee on Appropriations. After that all
contracts did contain it - )
. My, L_F!ARO(YL.T. Jut the objection I am making to the bill
ds that it it applied to contracts alone I do not think any great
hnn_ger would exist: hut it validates procurement orders that
ave been accopted, which, of course, do not contain the eancel-
lation clause,
pr«l‘#(\;w}‘ }:.E}\S. I do not {hink that anyone would object to
A ng the Government in the payment of unearned earnings.
r. LENROOT., | appreciate that.

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

My, SMITH of Arizona. Mr. President, I shonld lke to state
that I just reccived a telegram this morning of protest from
long-staple cotton raisers in Arizona and southern California in

' regaid to the importation now of mapy thousands of bales of

long-staple cotton. These men have been probibited, I under-
stand, by rulings of the 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
seems to me if there is any equity in any of this measure, and
1 have no doubt there is great eguity 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 quesiion contains,
1 know if I introduce a bill to stop the importation of long-stapie

-eotton for this year, which would permit the sale of this cofton,

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 theé suggestion even; but I wauted to know if
there are any cases in this bill touching on that peculiar class

i of equity oufside of any contractual relations; and if so, X

should like to have an amendment put in somewhere to protect
thése 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 ir;;:he bill.

Mr, McKELLAR. Mr. Pregident, further in refercnce to
“ prospective or possible proflts,” especially I desire to call the
attention of the Senator from Wisconsin and of other Senators

- to section 6 of the bill which is knoivn as the Hitcheeck 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 bill, 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 frony Nebraska [Mr. Hrrem-

cock] and myself that that Is the wisest bill. T especially destire
to call Senators’ attention to section 6 of the Hitcheock bill,
which reads: )

That 1n no case, however, shall any award either by ihe comnmission
or the Court of Claims include prospective or possible profits on any part
of the contract beyond the goods and supplies received and actuaily de-
livered to the United States, and a remuneration for expenses necces-
sarlly incurred in preparing to perform said contract or order so can-

| celed.

Mr. POMDRENE, Mr. LENROOT, and Mr. STERLING ad-
dressed the Chair. _

Mr. McKELLAR. I yield first to the Senator from Obio.

Mr., POMERENE. Am I right in uanderstanding (lhat 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 klud of

| profits that were spoken of awhile ago by the Senator from Wis-

consin [Mr, LExnoor]. I thought that that particular provision
was in the pending biil as reported by the committee; but I find
that it is contained in what is known as the Hiteheock hill. It
ought to be embodied in whatever bill is passed, of course, be-
yond the shadow of a doubt. T now Field to the Senator from
Wisconsin.

Mr. LENRQOT. I simply desire to say that I agree with {he
Senator from Tennessee, that if section 6 is incorporated ag a
part of this biil it will fully cover the case and protect the Gov-
ernment. .

Mr, McKELLAR, I will «ay to Senators that I intend to offer
that section ag an amendment to the pending Lill, of course not
on behalf of the committee, but I shall have to do it personally.
Now I yield-to the Senator from South Dnkota. '

Mr. STERLING.  Mr. President, I was just aboul to ask the
Senator from Tennessee as to whether oy not the Hitcheocek bilt
provided that the commission. in the first instance, instead of
the Secretary of Wur. should pass upon the contracts, as pro-
vided in the pending Dbill.



2126

CONGRESSIONAL RECORD—SENATE.

JANUARY 27,

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

The Hitcheock bill was prepared by a subcommittee composed
of the Senator from Nebraska [Mr. HircHcocx], the Senator
from New 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 confracts. It practically means
anyone in his department. The contractors were not, however,
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 lleutenant, 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, shiould 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 or 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 Seunator 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 comes 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 Hitchecock substitute the Government’s rights would be care-
fully guarded and at the same time the rights of the contractors
wwould be absolutely and fairly and squarely guarded.

Mr. BORAH. Mr. President

Mr. McKELLAR. 1 yield to the Senator from Idaho.

Mr. BORAH. Mr. President, I'understand the Senator from
Tennessee is now speaking in behalf of the substitute.

My, McKELLAR. I will say that there was n good deal of
dissatisfaction with - the Hitcheock substitute after it was
reported by the committce. A comunittee of contractors came
down here, They were very fair-minded men, and, by the way,
aided us very greatly. They made suggestions about the matter
which 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 2o 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 reported 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 \War Department, one from the Department of Justice,
and onc from general business. I think if the Senator frowm
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 Hitchicock substitute the commission is given oviginal
jurisdiction to pass on alt these claims, and it is directed to
pay 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-
ruptey unless some sort of arrangement of that kind can be

made. If a contractor is diszatisfied as to the other 23 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 entireiy proper.

The substitute, I will say to the Senator, if he will excusea
me just a moment, provides that all prelimsinary work shall he
déne by the department and that either the Government or
the contractor has the right to appeal from the ruling of the
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 Hitcheock 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. I
think it absolutely essential that {he 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 which 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 appenl 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
subcommitiee 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 Idalo feels that way,
about the matter—and I agree with him heartily, for I am going
to vote that way—then he should vote for the Hitchicock amend-
ment. I amn going to vote for the Hitcheock amendinent first,
and I will say 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. POMERENE. I am advised that there are about 6,000 of

these contracts.

Mr. McKELLAR.
number.

Alr,. POMEREXNE. 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 Hitcheock bill provides for one
trial commission. Assuming that there are 300 working days
in the year, the commission would be occupied for a whole year
if it tried and decided five cases a day. I know a good many
of these manufaciurers atve very much embarrassed financially,
now ; they neced the money due them; and they need it right
away. If many of them are to be held up for a goodly portion
of a vear. before they can get an adjustiment, we shall have
financial ruin staring many of them in the face.

Mr. McKELLAR. If the Senator feels that way about it, T
repeat he should vote for the Hitchcock amendment, and vote
for it quickly, and we shoukl pass it just as soon as we can and
have it enacted into law, ‘These contractors can get 73 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 ceunt. of the cases they will
have no trouble about coming to such an agreement. 1 agree
with the Senator that it ought to be done, and ought to be
quickly done. I do not agroe with the Senator about the Hiteh-
cock plan taking so much time. I think probably 98 per cent
of the cases will be adjusted by agreement without any trouble,

Mr. POMERENE. Does the Senator mean by the payment
of T3 per cent of the claim 75 per cent of the amount which is
found due by the commission?

Mr. McKELLAR., Yes.

There are a good many more than that
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Ar. BORAH. . Mr. President, I was going to ask the Senator
from Ohio a question before he took his seat. I think ihe Sena-
tor has raised a very proper point for congideration when he
suggests that speedy determination of these claims might be
the means of saving some men from bankruptcy.

Mr. McKELLAR. Certainly. e ‘

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

the bill as reported by the comunittee were adopted, for must
not somebody hear the evidence and pass upon it?
My, POMERENE. Oh, Mr. President, that is true, and, while
1 have. not matured my own thoughts on the subject, my ten-
tative idea vras that perhaps there ought to be two or more of
these -commissions fo sit .concurrently.

_Mr. CHAMBERLAIN. ' My, President, may I suggest to the
Senator—because it is being overlooked in the discussion—
that therc was not a business man or representative of a busi-
ness body whou appeared before the committee who did not say
that the so-called Hitcheock bill would delay proceedings,
and that if there was a 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
jts' representative; Mr. Crowell, a most excellent clear-sighted

. business man, claimed that under the system propoesed in that
bill the work could not be commenced before July. .

As has been suggested by the Senator from Ohio [Mr. PouEe-
rENE] ‘there are many en who, unless there can be a speedy
adjustment of these mattérs, must go into bankruptey, hecause
they have all their liquid capital in the business and the banks
“will not loan them any money until there has been sowe certifi-
cation somewhere, either by the Government or some of its
boards, that these contracts are going to be paid at some time
in some way. in part or in full. ) :

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

Alr. 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 critieal emergeney whiclk confronts
the business of the country and I have yielded my judgment on
many propositions in order to try to reach results.

. The. trouble dbout the Hitcheock comunission 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—contempliatesr tite utilization cof -the 32 boards al-
ready:-functioning: in tH\ different regional districts. Those
.. boards. have heard the-testimiony and practically in many cases
- haye‘:ngreed with the contractors as to the amount of their
: ‘clajins, and I do not-think there is any contention that their

“. . adjustments are irregular or unjust,

- Mr. BORAH. My, President, I should consider the objection
to- that as being that these bonrds are -practically in a large
neasure directly or indirectly setiling their own affalrs. *. °

Mr. CHAMBERLAIN. If I may disabuse the Seunator’s wind
of that impression, Mr. Crowell, at page 54 of his testimony
tells how those boards are constituted, and if the Senator .will

- fo 1aw; and there is no dispute in regard to them.

| subsequently the officials of the War

permit me, as the cxtract is short, I will read it. It is as
follows:

We have 32 boards now functioniny on this thin O :

. 5 . 1 ¢

decentralize it, so as to get speedy action and sogns to g&ea}h‘y;etg
best in touch and who have Deen closest in touch with the production
under these contracts. 'fhe Ordnance Department has 12 boards, and
those are headed in each case by the district ordmance officer, who is
in every case n man of large experience, a elvillan who has been
expediting and’ watching production in his center for a considerable
period of time past. ' He has made up hoards, which have.been anp.
proved in Washington, of four or five members each. They are large*y
officers of the Ordnance Department, but cach board has an average of
one civilian from the ‘outside. JIn some cases he is a promfnent
attorney, and in some cases be is a member of the War Industries
Board, in some cuses representing the War Industries Board in that
bartieular district. The orders relating to the quartermaster. supplieg
are being lmndled1 in tle same way by 12 boards, which are function.
ing now in the 12 zones into which the Quartermaster Department has
,!‘l‘gvmed fhe country,- ‘There are, them, cight boards functioning in
B ‘ashingtpn, cach on some specialty, such as chemical warfare service
or aireratt, so that we have 32 of these boards now functioning.

oo
I will say to the Senator that in some instances th X
gtxll_la}'ger hoards functioning, where there has sbfalegy gli-?e;t(:
mdustr}n.l activity ‘on bebalf of the \War Department and where
many (‘l‘Vlll‘ﬂllS'ﬂPe connected with the hoards.
thMr. FRELINGHUYSEN. My, President, if I may interrupt
_e Senator, I understand that the difference between the meas- |
}uel broposed by the Senator from Nebraska [Mr. Hrircacock] 3
;xsmththe zneasure reported Ly the Committee on Military Affairs 5
6.000150 : 1*‘1;e‘r‘e un.e :_29,000 contracts under the War Department,
o o which are informal, verbal contracts. or contracts that |
b not the signature of the statutory ofticial.  Theose 6,000

LVIX—13¢6

| elnims?

contracts must be validated. They amount to- $1,700,000.000.
The remaining 19,000 contracts are legal contracts conlforn:iing

under-
stand that-the Hitcheock Dbill 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 -concersing 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 complete.
What is the War Department doing with respect to them? Is it
eanceling these é¢ontracts, and, if so, upon what. terms? Is it
paying the full profit whether the contract has been complete:d

-or not? I am asking the question for information only.

Mr, FRELINGHUYSEN. M. President, as I understand, the
War Department has its machinery already in operation in con-
nection with thesé claims. I bave lhere a letter from the As-
sistant Secretary of War, Mr. Crowell, from which I read the
following: - L .

The War Department already has ostablished apd at work a ma-
chinery adequate to handle cfficiently and- promptly all settlements,
Without now going into the details the department has a central
board of contract review in cach of the eight supply bureaus in Wash-
ington ; also a totai of 24 loeal or dlstrict boards in various sectionsg
of the country muking settlements for the Ordnance- Departnient and
the former Quartermaster Corps. The department has also establshed
in Washington a. board of contract adjustment to which the Secretary

ot War refers for decision all cases in which the contractor and the

contracting officer are unable to agree. Furthermore, several thou-
sand contracting officers, accountants, investigators, and other assist-
anfs are now at work helping the boards to make prompt settlements.
On’ the cnactment of the legislation which the War Department has
requested, this machinery is pfepared to start immediatcly on the
cases in which contracts were not made or signed as provided hy law.
The War Department fecls very earnestly that. the .good faith of
the Government is pledged to &t prompt settlement and payment of all
just. claims of ‘contractors, ‘I'he department stands Ily ' réady to
make such settlements and is_alrveady doing so where the contracts
were made and signed as provided by law, .

In a statement from thé United States Chamber. of Com- .
merce forwarded to me under date of January 2, they say that
Department have repotied
669 agreements out of the 6,000. : . :

I feel that the bill should provide that the War Department
should settle these. ¢ontracts, provided they can comeé to- an-
agreemwent with thie contractors through the machinery that

- they have in the War Department, and then, if there is any con-

flict ¢r difference of ‘opinion between the contractors and the
War Departient they can appeal to the tribunal to be created
which will stand between the Way Pepartment 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 War De-
partment they will have some tribunal to whieh they can submit
their claims. : - :

Is it necessary to refer to the.proposed cowsmission all of the

The War Department made these contracts; but many of them

i are agreewments verbally made, and there are disagreements as

to the termination provision, As to some contracts, they lLave
not been able to get any agreement as to termination because of
the fact that they had to be so hastily made. Why not let the
War Departimment go as far as they can go in the settlement? 1t
the two parties agree, let the department dispose of the con-
tracts where agreement is’ had, and where they do not agree,

let the matter be referred to the proposed tribunal. .

. Mr. POMERENE," Mr. President, I think in that behalf there
is no difference between the Senator from New Jersey aud
myself. I agree with him that if these contracts can be settled
on any equitable basis at all they should be settled by the War
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 be
adjudicated, if I can properly use that term. The machinery
that is adopted here is the matter of greatest concern to me.

Mr. FRELINGHUYSEN. Mr. President, does the Senutor:

: yefer to the committee bill?

AMr. POMERENE. I was referring to the commission which
is provided to try the disputed claims.
Mr. FRELINGHUYSEN. The committee Dill provides that.

i the War Departinent through its machinery shall settle these

coutracts first. Of course, if they are in agreement with the
contractor, there will be no reference to the proposed cominis-
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sion. As T understand, under the Jitcheock bill all of these
contracts are to be referred to the commission. .

Mr. POMERENE. 1 have seen a good many eases tried which
the attorney said would only take one day to tvy,.particularly
where a building contract or something of that character was
involved, when it subsequently developed that they would take
two or three weeks before they had completed the case. If there
is {0 be any experience of that kind before the one commission
which is provided here, I am afraid we will not live to see the
oned of these proceedings.

Mr. BECKHAM. M.
just a moment?

The PRESIDING OI'FICER. 7The Senator from New Jersey
has the floor. Does he yield to the Senator from Kentueky ?

Mr. FRELINGHUYSEN, I yield to the Senator from Ken-
tucky. :

Mr. BECKHAM. Mr. President, I do not wish to tuake the
Senator’s time, but in reference fo the statement of the Senatovr
irom Ohio [Mr. PoMrereNE], I should like to say that the commit-
ie¢ bill recognizes the organization already established undcyr the
War Department for the settiement of these elaims, That or-
wanization exists now; it has been in operation, and it is be-
tieved that a large majmlty of these claims can be settled by
that organization, with the approval of the War Department

If the contractor in any ipstance is not satisfied with the

l’l'oéidont, will the Senator vield for

settlement arrived at, he can appeal to the board created by the |
" department.

bill. There is also a pmvmion that-in the event the. Govern-
ment, through a representative of the Department of Justice,
should object to the settlement the Gov ernment inay ‘appeal to
the board.

I do not think there will be any delay such as the Senaior from
Oliiu fears in the settlement of these claims under the prowsmns
of the committee bill: The Hitcheock bill, as I understand, in-
volves the creation of a new orgamratmn it does not take

advantage of the organization already eatabhshed and in opera- |

tion.” I do not think, therefore, that the Senator would find that
there can be any serlous delay under the estabnshmont provided
for in the committee bill.

Mr. WARREN. Mr. President, niay I ask the Q‘»mmtm' a ques-
tmn"

Mr. BECKBAM. VYes, sir. . )

Mr. WARREN. My understnndmg 1s~—an(l 1 .vm ask the
_Senator if his is the same—that almost all of these contracts
have been under consideratiou znd their settlement arranged
for, except as stopped by the comptroller’s decision.

My, BECKHAM, Yes, sir.

Mr. WARREN, So that the preliminary work is all done.

My, BECKHAM. That is my recollection.

Mr. WARREN. And it is now a mere "matter of nlmmg
legally that which has already been arranged.

Mr. BECKHAM. That is my understanding.

Mr. POMERENI., Mr. Presideat, may I ask for information?

The PRESIDING OFFICER. The Chair thinks that the
Senator from New Jersey who has the floer must yicld to some
one particularly, if he desires to yield.

C My, FRELINGHUYSEL' I yield to the Senator from Ken-
tucky.

Mr. BECKHAM. I have finished: I thank the Senalor.

The PRESIDING OFFICER. ‘The Senator from New Jersey
lLias the floor. ’

Mr. FRELINGHUYSEN. Muv. President, I quite ngree with
ihe Senator from Ohio that possibly some of these cases will

take a long time to seftle; but if you provide, as the Military |
“it is a general proposition, I think, that the place where a con-

Affairs Committee bill provldes, that the War Dcpartment, who
made these contracts, and who have ail of the facty concerning
them, particularly the verbal contracts and the contracts for
procurement orders by telephone, are allowed to seitle thicin,
you will practically dispose of three-quarters of the contracts,
because they are in agreement.

Mr. POMERENE. Mr. President, let me sec if I undustand
ihe Senator correctly. He makes the statement now that these
parties are in agreement with the Governmment. Does he mean
as to the amouunt that is (o be paid, aud that that is ounly to
depend upon the legislation validating these contracts?

Mr. FRELINGIIUYSEN. Yes; us 1 understand, many of
these contracts are already signed, but they have not been
«igned by the proper statutory officers, and have been deelared
invalid on that account. They arc already formal coutracts,
without the proper siguature. Now, there rewnain agrecments
that have been made over the tclephone, verbal agreements for
supplies—cloth and various quartermaster supplies—and it is
“only a question of coming to an agreement with (he contractor
who has furnished these goods; and I believe I am safe in stat-
inz that three-quarters of these contracts can be setiied by
agreement between the contractors and the War Department.

for $27,5007

De excluded from the eperations of a bili like this,

There will remain these contracts where the contraclors re-
fuse to accept the deeision of the War Department, or the exe
aminers, or these committees, and if they refuse to accep! it
they can appeal to this board. But under the Hitcheock bill, as
I understand, ail of these centracts are thrown into this tribu-
nal; and I venture to say {hat it will take five years to settle
them, judging from the experience of the Inierstate Cominerce
Commission. for example. That commission Lhas nine members,
and during the year ending October 31 it conducted 1,000 forwmat
proceedings and 10,000- informal procecdings. It has an organi-
zation of approximately 700 employeeg, and its work involved aw
expenditure of -§1,000,000.

Here are 6,000 contracts, at least, to be settled for %50,000.
The work of the Public Service Commission of the second New
York distriet in 1917, with 1,350 informal preceedings, cost
$400,000. This commission is to have $50,000, $22.500 of which
is to be expended for salaries, leaving a balance of £27.500.
Can you provide the necessary clerical assistance and examiners
It is ridiculous.

There is another point. There is to be a metnber from the
Depariment of Justice and a member from the War Department.
With a hoard constituted in that way, you will have the War
Pepartment appealing to a board to act as a judge, with a ment-
ber of their own departinent acting as a judge on their owm
awards, and you will have the Department of Justice appeating
to this botu (, on which sits one of the members of the appellang
Now, the hoard should be differently constituted,
If.I were going to create this commission, I would put a bankey,
a lawyer, und a manufacturer on it; but it is foolish to assume
that all of these 25,000 .contracts can be thrown en this counnis-
sion and that they can be examined:and passed upon. There-
fore I say that the Military Affairs Conmmittee bill is (he betrev
measure, permitting the War Department with its mnchinery,
and its information, to settle these contracts shich it has made.

Mr. SMITH of Arizona. Mr. President, will the Senator per«
mwit me to interrupt him?

Mr. FRELINGHUYSEN. Certainly.

Mr. SMITH of Arizona. Why would it not relieve somewhat
the delays suggested by the Senator from Ohio [Mr. PoMuRENE]
if on a ﬁndmg by a tmbmml whatever it happens to be, the
parties could receive a certain percentage of that finding, say,
50 or T per cent?

Mr. OVERMAN. .

Mr. McKELLAR.
~ Mr. FRELINGHUYSEN.

Sov ont) -five per. cuxt is the xule

That is what is provided heve.
That is “}lat Both bills provide.
the

Mr, SMITH of -\Jimm Do they provide that puriy
shall receive 7o per cent?

Mr. McKELLAR. Seventy-five per ecent.

Myr. SMITH of Arizona. Then I.do nol thiunk ihoe question
of delay cufs as much figure as it otherwise might.

Mr. THOMAS. Mr. President, X think the Senator could

well add that legislation is not nee(led at all regarding those
contracts which have been legallv executed. Conxequently [
see no reason for including them in a measure of this sovt,
‘This is designed to meet an emergency which was created by
two circumstances; One, the necessity of getting hmmedinte re-
sults due to the exigencies of the war, and which could not bhe
obtained if the statutory formula for the execution of eontracts
were obscrved: and the other, the sudden termination of the
war, leaving all these contractors in the air,

A good wany of these contracts werce made in France. Per-
gonally T de net believe that the statutory reguirement con-
cerning execution applies 1o contracts made in Frauce, hecause

tract is made and the place where a contract is executed, wien
those two conditions exist, make the lex loci, or the luw of the
location, applicable both to its exceulion and to its performance
and to any legal propoesitions or controversiecs that may ensue
froui it. So thet this emergency legisiation is necded to meet
that class of coniraets, and that class of contracis only, which,
beecause of their failure of proper statulory execution, veguirve
legislation. As to the olhers, the department can proceed uuder
existing conditions; and as a conscquence I think they should

Mr. CUMMINS., Mr. Presdent, T should like the Senator
fromy New .Jersey to put me straight upon one or {wo ihings
that scem to me obseure, if he will allow me,

Mr. FRELINGITGYSEN. I yield the floor to the Scenates.
Mr. CUMMINS. No; I de not want the Scoator 1o yield the
floor, because I want m ask him g question.

Mr. FRELINGHUYSEN. T relain the floor. then, and awaig

the Senalor’s question.

Mr., CUMMINS, The Scnator hax said, and 1 osee it i very
clear, that theve are two clagsses of coutracts provided for in
the Lifl, The tivst relates o those contracts that have been
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executed or reduced to form, but not sizned by the propoer oflicer -

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 heen 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 aecording to the established
rules of the law as those rules would apply between individuals
.in like circumstances? ~

Mr. FRELINGHUYSEXN. 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 wni\"e, on
pehalf of the Government, such noncompliance,

Mr. CUMMINS. Yes. : . ' P

Mr. - FRELINGHUYSEN. That answers the Senator's ques-
tion in regard to the contraets that were not signed by the
proper statutory officials.” The bill provides further—

- Mr. LENROOYT. Mr. President, will the Senator yield at
that goint 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.
I do not know whether the original bill contained that lan-
suage or not. ' : ’ : )

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

Mr. FRELINGHUYSEN. Yes. '

Mr. McKELLAR. 'The words * procurement orders” were
not in the original draft of the amendment, and the reason
why they were not was because the committee did not at that
time know—it had.'nd_ “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 orvders 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 with 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]
has the floor.

Mr. CUMMIXNS. I wanut to pursue for a moment the inquiry
I made, because this other matter really relates to another prhase
of the subject. .

Mr. FRELINGHUYSEN. I have just yielded to the Senator
Irom Iowa, and I understand he 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, Jdoes 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
settlemgnt‘of tgmt kind of a case, is there?

Mr._PRl«,pL\GHUYSE.\’. As I understand the bill which we
§1‘1;ei(111)‘5;01|ss211g, zheniinilure; of compliance on the part of the

ar Department will result in an ¢ . o ot O
this commission. esult In an appeal by the contractors to

Mr. WARREN. My,
right there?

My, If:leLL\'GHUYSE.\'. Yes.
no%]!li.llff(:;;‘llsf\tg\li?;f?'inItllllé“l;‘iallmt)lt l;;ea‘(\ll t:lc T o aeratly ut 1 o
have just pat. iy 1t relates to or covers the case [

Mr. WARREN. If the Senator v:ill allow e, that is to cover
the foreign contracts where they arc made by other countries in

President, will the Senator allO\{' me

| lish, French, and Italians did.

that way. For instance, our Avrmy abroad made its contracts
on letters of purchase and their approval, the same as the Eng-
Now, as nearly as we can learn,
the comptreller 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 nof the point in mind. I will instance a case as it was put
to me.

A contractor of my own Stuate enters into an agreement witl
the Govermment to furnish certain things, '

Mr. WARREN. 1 was not alluding to American contracts.

Mr. CUMMINS. The contract, however, is not signed by the
ofticial whose signature is necessary in order to make it valid.
This first paragraph validates a contract of that sort.

Mr. FRELINGHUYSEN. Yex,

Mr. CUMMINS. XNow, 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 orvganization may
see fit to settle with him? 'That is the point that is bothering
me about the first paragiraph. .

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

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 trveated him falrly 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 when the Secretary of War tenders
any 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 tepdered or refused, or the Govern-
went by a duly authorized officer from the Department of Justice, may
file with" the chairman 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 Departmaent.

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

Mr. McKELLAR. 1If the Senator will read all of section 2
he will find that it applies to section 1, and that follows as a
necessary consequence, There is not the slightest {rouble about
it-——not the slightest. )

Mr. LENROOT. Mr. Presideut, 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,he is
noew 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, ' V o

My, McKELLAR. Noj; it doex nof. That was not what the
Nenator from Iowa was speaking of. however. )

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

Myr. McKELLAR. Just look at line 12,

Myp, CUMBMINS. I wmn going to read it now.

Mr. McKELLAR. The Senator will find that it is absolutely
plain. S .

Myp. CCMMINS (reading)—

That within 30, days of the date when the Secretary of War feuders
any contract or compensation as provided in this act, or refuses to
tender such contract or compensation--— ) i

Those are the cases in which appeals could be made to the
cominigsion, . '

My, McKELLAR. Yes,

Mr. CUMMINS. But, under the validated contract of para-
graph 1, the Secretary of War does not tender any coutract 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 and the contractor has one copy and the Secretary of War
has the other, 'he Secretary validates that contract and
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tenders it to the contractor, and it comes directly within that

language.
Mr. CUMMINS. No; there is not anything to indieate that:
he tenders it to the contractor. .

Mr. McKELLAR. There will be a great many things done |

that are not specifically provided.

Mr. CUMMINS. ®Paragraph 2 of the bill very distinetly pro-:
vides for the tender of a contract and for the tender of com-
pensation ; but I am afraid that the committee—of course, unin--
{entionally—has excluded entirely the settlement of those cases |
which are simply under validated contracts,

Mr. McKELLAR. Onh, I do not think so.

Mr. FRELINGHUYSEN. Mr. President, I think possibly’
the Senator from Iowa might suggest an amendiment to carry
out his idea.

Mr. CUMMINS. Timt is easy enough.
{0 suggest an amendment.

Mr. McKELLAR. If the Senator will suggest one, T an sure |
we shall be delighted {o have it inserted to make it clear.

Mr. CUMMINS. 1 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:

Provided, That bhe finds such waiver is not inconsistent with the
public interest.

It seems to me thai if the Government has made a confract |
with an officer, and all that it lacks is the statutery authority |
of that officer to enter inte the contract er to sign the centract,
it is hardiy fair to give the Secretary of War the privilege of |
saying that the Government shall not be bound by that contract ;
if he finds that it is net cousistent with the public interest. i

. 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 guestion for just a moment. ]

Mr. OVERMAN. Mr. President, before the Senator be-
£ins ]

Mr. FRELINGHUYSEN, 1 yield the floor.

Mr. LENROOT. Before the Senator from New Jersey vields
the floor, I should like to ask him a question on another branch |
©f the bill. i

As I read this bill. it legalizes a claim againsi the Govern-
ment on the part of one who has perfermed services or ex-|
pended money upon the request merely of ene who is not au- .
thorized in any avay 1o make a contract, but one awhe has been
Tequested to aid the War Department in the proecurement of
munitions. In other words, a doHar-a-year mman in the War Ia-;
dustries Board has requested some one to-do semething; under !
the belief that he will later get a contract, and this bill will
give that man a legal claim against the Government. Am 1.
correct? . ‘

Mr. FRELINGHUYSEN, I think the Senater is correct.

. Mr. McKELLAR. T will say to the Senator that that is the
proposition I want 1o discuss for just a mement when the |
Senator yields; and I shall be very glad to answer the Sena- |
tor's question when 1 come to discuss it.

My, FRELINGHUYSEN. 1 yield to the Senator.

Mr. McKELLAR. Now I yield te the Senator from North
Qarolina.

Mr. OVERMAN. What I wanted to ask was ihis: Many of
these econtracts, two-third of them, arve subcontracts. A man |
gets a contract to furnish a million pairs of shoes. He can not |
furnish them, so he lets it out”to a subcontractor. I want to
know if there is any provision in this bill to take care of the
interests of those subcontractors? . :

Mr. MCKELLAR. None whatever. They are not contractors
with the Government.

Mr. OVERMAN., HMere is a man, now, who has a coniract
with the Government for $2,000,000 warth of shoes,  You recog-
nize him and settle with him: but the man whoe made the shoes,
who furnished the shoes, you do not take care of at ail.

Mr., McKELLAR, That is true. :

Mr. OVERMAN, Does not the Senator think there ought to
Dhe some provision by which this whole matter shall be con-
sidered, and the man who has nbsolutely furnished the matevial
shal have his money ? 1

Mr. McKELLAR. I think, if the Senator wilt vote for the
Tliteheock substitute, he will find that that will be toaken:
cure of, i

Me. FLETCHER. Mr. President, T showld like to have thce|
Kenator explain that and point out where it is.. I think the bill

It would not be hard

-

1 hicle industry of the country.

1 gentlemen feel like taking.

| deing some of the parafining fer the gas defense.

1 fact, some of the material has been delivered to thom.

Tends much better, on the peint the Senater from Nerth Caro-§ .

lina refers to, than the Hitcheock amendment,

Mr. McKELLAR. If Senators will give me their attention
for just a few minutes I want te discuss the class of eases to
which the Senator from Wisconsin [Mr. Lexroor] se properiy

| referred just a few minutes ago.

We all know that in the very active campaign we have had

1 here during this war there have been many volunteers, memn

connected with certain lines of business, who have come down
hiere and represented the Govertment in connection with these
very lines of busimess; and in order to bring that matter «3i-
rectly to the attention of the Senate 1 am going to take the lib-
erty of reading just a little of the testimony of three witnesses,

| one conunected with the dye industry of the country, enc with

the clothing industry of the country, and a third with the wve-
I want to explain, before I 1ead .
this testimony, that it shows the vital necessity of laving
some independent commission to pass upon the question of con-
tracts with the Government.

I want to call attention to the faet that under the bill as ve-

{ perted by the House anany of the officers wlo are going to set-

tle these contracts for the Govermment will simply settle with
themselves, and the Government has to pay whatever these
Let ns suppose, for a minute, that
it is contract on dyes. I produce the testimony of Mr. Rice,
taken before -our committee:

Senator MCKELLAR. Who is the Bouthbridge Printing Co.” .

Myr. RICE A concern at Southbridge, Mass. They have been in sel-
phur dyeing for the last two years or more.

Senator McKELLAR. Who owns it?

Mr. Rice. Mr. Schnster, Mr. Heryward, Alr. Saunders. --James A,
.iSam;‘ders—wR. A. Riee, and Mr. Myrick. Mr, Hartley had some stock
n there.

One of these gentlemen is the brother, the other the partaer,
of the witness, who is in charge of the Governinent dye bhurean
here in the city of Washingten, buying millions of dellars werth

1 of dye work, taking millions -.of dollars werth of dyve work for

the Government. New, listen to this:

Beuator MCEELLAR, Who is Mr. R. A. Kice?

Mr. Rice He i3 a brother of mine.

Senator MCKELLAR., He is still interested in it?

Mr Rice. Yes; he is still interested in if.

Senator McKEgLLAR, YWhat amount of steck ders he owu?

Mr, RIcE. It is my recollection, something like 735 shares.
not state exactly. Of course that is of recerd.

Senater MCEELLAR. YWhat interest did you have im ibe business Dhe-

I would

i fore you came down here?

Mr. Rice 1 had about a littlec over onc-quarter of the stock.

This was a dollar-a-year man who is testifying now, au_(l this
is one of the men svho will settle with the dye interests if you
pass the House bill and have no independent conunission.

Senator MeKeLLAR. How mauch is it capitalized at? . .

Mr. RICE. $135.000. .

Sepator McKgLLAR., How much, in contractis, has that concera got?

Mr. RrcE. T believe about, all told, during the year-—of course: I can
give yon an exact account of it. .

Semator McExrLak. 1 would be glad te have it.

Mr. RicE. Abeut 8,000,000 yards. ]

Senator MCKELLAR. Three million yards?

Mr. Rick. The recent contract, the gas-defense contract, they are

Sepator McKFLLAR. What did you do with your stock? Te whom did
you sell it?

He testified that he sold the stock.

Mr. Ricx. ‘fo my wife. The Quartermaster’s Department stated that

| should be dene, and 1 trapsferred it to my wife.

Sepator MCKELLAE, You did not sell it to her, did you?
Myr. Rick. 1 just transferred it over for $2.
Senator MCKELLAR. You just put it in her name so you would not be

interested in 1t? . .
Mr. RicE. Yes; I transferred it over to her. In other words, it be-

longs te her.

Senator McKELLAR. Is there any other company yeu are connected
with which you transferred to yeur wife the stock in? ,

Mr. RicE. Yes: I had -some stock-of the IMiskdale Finishing Co.

Senator MCKELLAR. What is the capital of that company ?

Mr. Rick. The capital iz $200,000 preferred and $300.000 common.

Senator McKrLLAR. And what was your interest in that?

Mr. Rice. My recollection is that it was a little over a quarter
inteyest. o

Senator McKeLLak. And you transferred tlm; te wour wife? .

Mr. RICE, That was in the cotnmon stock of that company; and
had, T think, about $15,000, if I recail, of preferred stock. 1 tuirned
that over lo my wife. .

Qenator Mchkunrar, Have you done any business with that cem-
pany? )

Mr. RicE. Yos, sir. .

Senator MCKrLLAR., How much have you allotted to them?

Mr. Rick. 1 should say about 3,000,000 yards during the year,

Senator McKELLAR. Have those contracts bheen filled? )

Mr. RicE. Not all of them. They are working en them now. In

Gray mills are

contracts.

belhind on the gray . .
Arc there any other companies with which you

Senator MCKELLAR,
were connected? ) .
Mr. RicE. No, sir; those are the only two companics [ had owned
any stock in. . o .
%enator McKELLAR. Your partnership was with Mr. Mywvick?
Mr, Ricn. Mr, Myrick,
‘Seaator MGKELL{B,' What contract hiave you with Mr, Myviek .-about
your firm busiucss while you arc down here? .
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Mr. Rice. None whatever, ¥ sold out to Mr. Myrick, I have re-
signed and am no_tonger a member ot the firm of Myrick & Rice. I
a1 out of it entirely. . . . .

Sepator MCKELLAR. Who are the owners of that firm?

e, RICE. Mr. Myrick is the sole owner now of the firm. ~

Senator MCKRLLAR, Would you object to stating upon what terms
you sold out that business? : . .

Mr. Rice. Certainly; I will be glad to state. I sold out of the
firm for $5,000, and all the interest that I bad there for $15,000, the
fotal amounting to $20,000," The $15,000, of course, was to pay for-back
contracts.on commercfal busine§s; rothing whatever on any Govern-
ment business. R A N .

Senator MCKELLAR. When were these transactions; Iast Mareh, be-
fore you came¢ down here? o : :

Mr. Rice. Last March; yes. - . .

Senator MCKELLAR, At whose instance did you come?

The plot still thickens! . . . .

Mr. RicE, At the request of Mr. Albert Scott and Mr. Miller Wilson.

Senator MCKELLAR, What has become of M. Scott? What is he
doing now?

Mr. Rice., I could not say.

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

He is in Boston. I could mot tell you

was he not?’
Mr. Rice. I-could not say., :
Senator MCEELLAR. You did not know that he had had large interests

in them? . . . . . .

Mr. Rice. No, sir; I did not know anything about it. In fact, T had
never met Mr. Scott but once,"in 1917. ; : .

Senator MCKRLLAR. -Mr. Scott, I do not belleve, had any interest in
any of these competing plants, but he had interests in all the cottonm
manufactories, or was represented ln 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 Iie transferred to his wife without compensation, and
that they were getting the dividends from that stock, and it was
paying very handsoniely, too. If when we turn these copfraects
over to the Secretary of War, as provided by the House, we are
going to turn the settlement of the contiract 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
be wants to do that? Why pass any bill at sli? Why not just

invite the contractors and these dollar-a-year men to come down |

and take what they want? -G : :
Mr, FRELINGHUYSEN." Will the Senator suffer an inter-
ruption? ’ L o
Mr. MCKELLAR., I will be delighted. o t -
- Mr. FRELINGHUYSEN. Of course, no one will indorse such
. a practice a§ the Sendtor has pointed out in reading the testi-
- mony;:butean- mot ~the -intérests of the Government be safe-
‘guarded against-such fraud; if ‘fraud it is?- - - -
o e MoKBELAR;: -1t can not be under the bill introduced in
hes i on -pelieve it can be safeguarded under the Hitchcoek
Dil, with section.3 of the substitute bill as an smendment, I
t 1. I do not know whether that will do it or not. It
hard to get around these gentlemen, o
~:Mr. FRELINGHUYSEN. I suggest to the Senator that on
page 4 of the commitiee amendment the Senator from Wisconsin

[My, LeNRooT] suggested that it would improve the bill and.
protect the Government against such a practice the Senator ' fix

bas pointed out in the testimony taken before the Committee on
Mlu]tary Affa?lrs by striking out, on line 6, page 4, the words “ to
produce or aid in procuring the same for the War Depa A

Mr. McKELLAR. That would help it some, b
fectly evident to me that.if this were a solitary
was referring to lere there might not be a great deal in the
contention. However, this is the rule aad not the exception
I do not say it is a universal rule, but the rule very Iargely:
For_instance, in the Clothing and Equipage Division I have the
testimony here of Mr. H. L. Bailey, the chairman of that divi-
sion. He testified that he had stock in a number of congerns,
and ,he transferred it to his wife and then did business with his;
wife's concern aud tha concern of Wellington, .Sears & Co., and-
expected- to go-back as soon as the war is overs I am not ‘zoing
o read that testimony, but I ask upnanimous consent to putbit i;;
th’er IIJ:C(X)’RIDC' EI g;;%lé Islggators ought to have it.
printed in the Do Without objection, lt. will be
. The matter referred to is as follows:

THE CASE OF H. L. BAILEY.

The case of H, L. Bailey, who i ' '
e . L. T, Who is chief of the cotton-good ’
ll‘llllg I(;.Ilgthin‘;.} and Equipage Division, is somewbat -simbifgr .st(l’n%z‘xgix 8€
of 1 l%.r”‘ 1. Bailey wag'a partner of the Wellington, Sears & Co., one
n one cot?en cotton-goods firms of the country. He aiso owned_stock
s onGrinll,_ and his wife had stock in two cotfon mills. He had
in ibe Lanett “c%tté)){:m%iﬁg Aggg;ggnﬁi & 0 e Byt ox NS, of
ndere 3 5 3 . &0 e uinox [}
erson, 8. C. " He bought trom both the Lanett and Bquinox Mg,

Senator . .
with %!Egl cﬁleﬁK{FMm Now, virtually ‘speaking, thig compensation Is,
other words ‘_g 0}3 of Commander Hancock, fixed by the trade? In
» YOU gentlemen are all affiliated with the cotton trade?

it it is per- |
example that I }

Mr. Barczy. I do not know what you mean by *“ afiliated.”

Senator MCKELLAR. I mean connected, -
. Mr, BAiLgy. I am ar experienced cotton manufacturer and have come
from the industry. . L

Senator McCKRLLAR, 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, BAILpY, Yes, . e

Senator MOK®LLAR., Apd you went out of IWellington, Sears & Co.
after you went into tbe service of the Government as a dollar-a-year
man . . .
Mr. Barney., I did. L

Senator. McCKELLAR, And there is no. use: our attempting to eamou-
flage the thing one way ot another. We might ds well look it right
square in the face. When this war is over you are going back in the
| cotton trade, of course. : T

Mr, BaizgY. I am, as I have to support my family,

Senator McKpLLAR. Of course; and your interests and expectations
are all in that trade; and it does seem to me that we could devise &
plan that would make a real buyer and seller, As it is now, youn gen-
tlemen just fix the amount at such figure as you think would be reasons
able, upon such hasis as you think fit, and the Government foots the
bill; and I see here from the public print that there never has been
such marvelous progperity. to the cotton mills of the country. That is
natural and, in a way, that is admirably right. K

Mr. BamLpy, Yes, L : . .

Senator McKxrrLLar. But I do not think that they ought to fake such
| iremendlous profits; and they are taking enormous profits. Now, Mr.
Scott testified frankly that there were from 8 to 10 furnovers a year,

and that they allowed on the basis of 123 per cent on a turnover. By
an easy calenlation, that is from 100 -to 160 per cent a- year.. :
Mr, BATLEY. Did Mr, Scott testify that there were from § to 10 turn-

overs a year? .
Senator McEnLrar, Yes; that is my recollection.
Mr. BAiLpy. Bither you or Mr, Scott are mistaken,
Senator MCKELLAR, How mgany turnovers are there a year
Mr, BAILEY. It varies with the different kinds of goods.

Senator McKnLuAR, Just enumerate the different kinds of goeds, if
you will, because I do pot want to have any mistake about it. I do
not want to be mistaken about it. Take tke white duck used for
tentage, and how many turnovers are there a year on that? -

Mr. BaiLey, 1.will bave to-make a little computation here on that.

Senator MCKRLLAR, As & matter of fact, Mr. Bailey, the real commit-
tee that fixes prices is the small committee composed of Mr." Scott,
yourself, and Commander Haneoek and Mr. Turner?

" Mr, BaLpy, Absolutely not, sir. - : i - : .
Benator McKELLAR. In what instance ‘has any fixing of prices ever

been changed by the: big ‘committzﬁ? : '

Mr. PAILEY. The low basis of prices srhich' 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 i8 too strong .
a word ; but it was not allowed by .the large committee, and the indus-
| try. was called in conference by the ldrge 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-—i
that one that was adopted? | . T

Mr. BAILEY. 1 was not a member of the small committee at the time,.
Itit,wtyas approved to the extent that it wak put up to the large com-
mittee, T o

- Senator McKrrraR, What I want to kmow 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. BAiLnY, The small commitiee since I have bDeen a member of it
has not taken the responsibility for these prices. It has merely dis-
cussed the details, and a gromp of experts appointed by the price-fixing
committee of the War Industries Board has been intrusted with the
}'els)p;msibmty of ‘supervising the differentials made for different cotton':
abrics,

Senator McKrrran, Now, what committce is that? :
Mr, BaILTY. I have npot taken any responsibility for the price

ing. .
Senator MCKEZLLAR. What is this supervising committee? Whom is
that composed of? LT . o
Mr. BAILEY. It is composed of two mill cngineers,
and Mr. Sirrine. )
. Senator MCKELLAR. Anybody else?
Mr. BaiLry. No,
. Senator MCKELLAR, Who is Ar.
conpected with?
Mr, BAILEY. He is not connected with any mill. He is an engineer

of Providence, R. 1. ’ -
Whom does be work for? What

Senator MCKELLAR, An engineer.
is his first name? . . .

. Mr. Bar.ey, He has his own concern. I can not recall his first
name, for the moment, . - . R

Senator MCKELLAR, What kind of an engineer 1s he? What doeg
he know about making prices for cotton goods? - . o

Mr. Bsiney, He is a _comstruction engineer. . - ,

tStel:m’cor 11511?(:Klnmnm. TWhat does he know about meaking prices for
cotton goods

Mr. BaiLey. I should think that would be a proper question for him
to answer, Senator McKellar. R - oo )

bSe?:ahtior McEeruar. I know, but T just want to find out sowmething
abou m. )

Mr, Bairry, 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
].mvte Eo t%v?, them a certain return on -their capitsl invested, and that
S0It O ng. S - .

Senator MCKELLAR, Is he employed by cotton mills—to construct
cotton mflls? . : . .

Mr. BAILEY, Yes, . . . . . .

- Senator MCEELLAR. Is be in them, personally?

otl\_Itr. BAILEY. Very likely, but I do not know. I bave no knowledge
1t. .

Senator MCEELL4R, Who is Mr. Sirrinc? .

Mr. BAILEY, He is also a mill engineer, of Greenville, 8. C.

Senator MCKELLAR. Does he own mills, too?

Mr, BamLey, I do not know. '

Senpator MCKELLAR. Or is he interested in their ownership?

Mr. Makepeace

Aakepence, and twhat mill is he
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Mr. BarLey, 1 do not know., My description of Mr. Makepeace would
apply to Mr. Sirrine also,

Senator MCKELLAR. Ys it not a fact that with the excerixtlon of the
Army and Navy officers, every man conpected with the price fixing is
directly or indirectly connected with the cotton trade?

Mr. BaiLgy. No, sir.

Senator MCKELLAR. Now, name any that are not.

Frla«;éy BaiLey. Mr. Brookings, Mr, Baruch, Prof. Taussig, and Mr.

Senator McKELLAR, Was Mr. Brookings ever connected with it?

Mr. BaiLeY, No, sir,

Senator McKELLAR. What was his business?

Mr. BArLeY. He was the president of the Samuel Couples Woodenware
Co,, of St. Louis
tra&z;ngtor McKeLLAR. Prof. Taussig never was connected with the cotton

e

Mr. BarLgy. Not to my knowledge.
Col}ege.

Senator MCKELLAR. I know he was. I did not know what his business
‘was prior to that. Do you know whether Mr. Baruch or Prof. Taussi
or Mr. Brookings bave ever gone themselves into the figures submitt
by these varfous committees

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

Senator MCKeLLAR. 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
thesce various selling concerns.

alx'. ?AILNEIY.K I th nkltgo.

. Sepator MCEELLAR. you have taken that into consideration, what
profits have been made by any of the mills, and give their profits that
yog4 coixssidered.I |

r. BAiLEY. 1 am not qualified to do that, Senator K .

Senator MCKELLAR, And give the dates. ena MeRellar

glr. ?Auﬁxkl haveni)tidtbem.

Senator MCKELLAR. 1 you ever consider it in making these pri

Mr. BaiLgy. Yes. For instance, we have been allocati% lfez?vp 533'3
from about 40 mills. Now, some of those mills would maﬁe dongle the
profit of othersé at the same price. But I want to record with you that
the large profits made by the cotton mills, the marvelous profits that
you have spoken of, have pot 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 ali of that
excess was an additional profit; and further, that these mills have
within Lthe last year and a balf, gone from cotton below 20 cents a’
33“330} ?n gg;topnr o%tt 3§no¥h3‘¥rcents a ptound, which in itself would mean

eir raw m .
cm'l ne tthatMcoImiug . aterial. They have got the other

Senator McCKELLAR. Does the price change f. ?

Mr. BarLey. Oh yes—not since price ﬂxi";g. rom time to time?

gﬁnago‘fl lf\éfh};‘rﬁu%ﬁ?hgx ‘dig ou have the first Yrice fixing ?

- . e ce fixing wa
to ém etz.’ecti}rerrom Jul}\e%, }Il bel!e§9. s made the latter part of Juve,

Senator MCKELLAR. And then you paid the same prices for ajl cott
goods bought—I mean of the same grad on

M. BaILEY. Siace that time, grade and quslity?

Senator MCKELLAR. Since that time?

}glr. lt}AILLEIY.KFrom n%{rmal producers, ’

Senator MCKELLAR, Have you a statement from the mills in which
you and Mrs. Bailey are Interested as
ang[ thil,;; S . yl - to the profits made for last year

Mr. BaiLey, No; ave no idea wh h
busy witth g;bf(r th!ngs.Y a at they are.

Senator MCKELLAR. You do not know what divid

I%Ir.hlt}AlLﬁ%KIF haven’xt) it in ménd, you know. vidends they pay?

Senator LLAR. Do you know what dividends any of these mills
pay that you have been doing business

\Ir. ?“LﬁY-KNN ¢ hz;ve “E’t-i 88 with? Have you it in mind?

Scnator MCKELLAR. You fixing prices this way, would not that b
very important knowledge for you to h ! ¢

Iglr. ?“LﬁY'KI think Ig N y} o have?

Senator MCKELLAR. Is not that the most importan
You could have if you were going to fix the rlcg ? Fo; iknns(;;v’l)%gggft;xgg
were going to fix the price for lumber proguced by me—~I1 am not in
the lumber business, but used to be many years Ag50——Suppose you were

:Pg)f %)c‘)‘ si‘ige;ge g;&i]cewgt lumber 1?1‘“1 lt was a going concern and had a
Y were sellin
You on Goverﬁment confracts g to you and had been selling to

lglr. Itaunhriy.KYes. Would .

Senator MCKELLAR. Would 1t not be very important for
:w,l']};atr é‘é)%its I was making on that lumber betgre you undgll')tl:)otl‘{) &H%‘:

Mr. BAtLEY. If you were a& corporation and were sellin
Bient pe,2 lonet price M you were sefhg Jout St Duatrose i

e making wer
8 g‘g"ﬂg“ceMVg}E’d X o%yﬁur h;gabe&.’ g wWere no indication of what
nator RELLAR., Taking about selling the G
é%‘tvt%rn pgtg‘c’s.s tige é’actfttl;‘attg!ixe G‘%ﬁe?{?e“ i% %n the n?Xﬁﬁ’e‘?’ ‘i‘éﬁ :htesg
one o ¢ ngs

Mr. Baruey. Definitely ; yes.g at fins made cotton goods soar?

§{£~,nal§0tLM(‘,KBELLM;{ , es,

r. BAILEY. But that is not my problem, you know.

Senator MCKELLAR. But your problem is wh :

You gfve the seller & reasonable l?roﬁt. is it nofg you fix the price that

I%Ir. I{MILIKF'KYGS'

Senator McKrLUAR. How can you tell wh 3
un}l\t;ss Is;on knowh Iwhag limlls proﬂtl ﬂisy'a 2t » reasonable price Is

Mr. DoxaLp. Mr. Bailey test tha -
consnnlttee. - y ed t he 1s not on that pricefixing

enator MCKELLAR. I know, but he has recommen

g(r. ?ONAlvrfDi'He has lx;ever recommended to them.e ded to them.

enator McKrLLArR. Have you never recommend

lsm-. lgurﬁr.rl have n&f, ot}{clally. ended fo them?

enator McKRELLAR. That 13 just the thing. I can underst

& price might not be recommeu&ed officially gnd yet just ngritfne%(:iv%?;v
As you wilf recall, one of the things T have been decrying for over '
year {is these unofficlal 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 1 find them at almost
ev;ry turn of the road where unofficial committees are recommending
prices,

Mr. BaiLrey. You mistake the Intentlon of my remark,

He was a professor at Harvard

1 have been very

Senator McKELLAR. Well, of course 1 do not want to do that.

Mr. BaiLey. As one of probably 25 in a meeting with the War
Industries Board price-fixing committee I have participated in a dis-
cussion regarding prices. My influence has not been on the side of
increasing %;lces of cotton goods, Senator McKELLAR,

Senator McKELLAR. Well, now, do you actually, whether officially
or unofficlally, recommend prices?

Mr. BAILEY, At the present time?

Senator McEKELLAR. At the present time.

Mr. BaiLEy, No; I do not.

Senator McKELLAR, Have you ever done it?

Mr. BaiLEx, Oh, yes.

Senator McKELLAR. When did you stop?

Mr. BAiLEy, When

Senator McK¥LLAR. 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 confracts?

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.
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 T 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. McCKELLAR. 1 know, but if you leave it to these gentle-
men who are representing the department now to settle with
themselves as provided under 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 witl.

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

Mr. McKELLAR. Will the Senator read the testimony? 1t
will be in the Recorp in the morning, and he can reach his own
conclusion,

Mr. FLETCHER. I am not questioning that, but what I
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., 1 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 comnis.
sion established under the bill last reported out by the coms
mittee has not apy 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. 1If 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 MCKELLAR, Mr. Donald, will you tell us your conunection
with the Quartermaster Corpa?
Mr. DoNaLD. I am chief of the clothing and equipage division,
Benator MCKELLaR, 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.

The review boards
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Mr. DoxALD. I was a lawyer. .
Senator McKELLar, Were you ever engaged in the cotton business?

Mr. DoxaLp., Nb, sir.

Senator McKrLLar, How did you happen to get into the cotton.

goods department of the Government?
Mr. DoxALp. Well, it is the whole clothin
Senator McKeLrnar, Well, the whole cloth
how did you happen to get into it? -
Mr, Doxarnp. 1 was asked to come to Washington last February.
Senator McKELLAR. 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-
ably criticized. He was discharged ns chief of this division
beeause of his connection with practically all the firms with
which he was doing business, That appeared in the proof, and
the guartermaster acted upon my vequest and discharged- Mr,
Scott.- Here is Mr. Donald, a man who comes and takes Mr.
Seott’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 these gentlemen to settle with themselves.
I sometimes think the poor old Government has not many

friends around. . .
, - Mr. SMOQOT, Where did Mr. Scoft go? :
Mr. McCKELLAR. He went back lieme; but I will give it to
you from the testimony in a moment.
. Senator McKuLLAR, Did you ever represent Mr. Scott or any of his
companies before that? Lo )
Mr. DoNALD. 1 personally have not represented Mr. Scott., My firm
had done some business for Mr, Scott. B . .
" Senator McEKpLLAR. What is your firm? .
“Mr, DoNALD. Herrick, Smith, Donald & Farley.
Senator MCEKEBLLAR. 'What Herrick is- that?
Mr. DoNALD. Robert F. Herrick:

" Senator MCKuLLAR. Of New York?
Mr. DoNALD., Of Boston. .
Senator MCKELLAR. You were asked by Mr. Scott to come here?’
Mr. DONALD. Yes, sir, ’ .

.. Senator McKELLAR, Were you familiar with the cotton trade, the
_clothinﬁtrade. before you came here? ’ ’

- Mr. DonaLp, No, sir. . - : -
. Senator MCKELLAR. Were you ever in the clothing business or the
cotion business? .

Mr. DoxaALD, No, sir. - Co . .
- Henator McKrLran, Ycu heard Mr, Dailey testify a few minutes ago
that it would be difficult o find a man who had never had any ecx-
perience in- the business that would know enough abont it to
:]l;t;}xlzﬁaw'l%»ror the - Gevernment. How do you get along under that
. jtion? .. . . .

_..Mr. Dexyarp. Our diyision is a very large division, and, of course,
nV|§,.f'.in‘ ench ‘of ‘our branches' thé men who are technical experts

ator: McEeL] Whywere you. selected ? Do you have any idea
puyere; gelected to come down ? :

here
"He'is too modest 10 answer.

and eqnipage divigion,
g and equipage division;

o

He'Was
. Badley: testified for him.,
. Sepator MCKxLrAR. Let him go right ahead. I am after the facts.
: Myr. DoNALD, The clothing and equlpage division was organized by

Gen, Goethals in January ot this year. It was an entirely new organiza-
tion and they needed 4 large number of men to assist, I myseif have
© recently been endeavoring to get another lawyer to come down here. I
came down as general assistant, believing there would be work in which
T Referri i

enator MCKELLAR. Referring again to your connection with cotton
?ar(,:?lsx’r e?ogs Herrick, Smith, Donald & Farley represent cotton n?anu-
L XA .

Mr. DoxALD. There are a good many cotton manufactarers in and

around Boston and New England.
That is supposed to be an answer to the question.

Sepator MCEKELLAR. Just tell me offhand ; I will not hold you to all of
your clients in that particular line, but > me th i 2
wi?' n{)any x-nt% glve me the more important

v, DoxarLp., We have, & p
g “r’:‘s' : o far as I know, Senator, no retainers from
) enntor MCKELLAR, I understand that, but I want to know w
Tepresented. For hlstance, I know whether I represented thgo%n{gg
State Bank or the Central.State Bank of Memphis, Tenn,, and if you
ngk_ed me what firms I represented I could give them to you that quick
or I31‘_3'011 asked e what cotion houses I had represented I can tell you.

{r. DoNaLD. My firm had four members, and it is a Srm which has

been in practice since 1873, and it has represented a great many different

,colg:ernts ug\[dlgereut times,
enator MCKELLAR. Would you give me what your firm
€0 far a8 you can? You have ki ver repreaented,
)s”_ ?""'{I”}; Yos, aa ve been in the firm over a year?
enntor MCKELLAR, A i
intoresten ThCIyELLAR, nd you have been in it since the war? You are
Mr. DoxaLp. Not at the present time,

Listen to this:

Senator McKELLAR, You have no inter t 'ship now ?

S ) L. 0 erest in the partners p.

H.e‘-e is “’h']t he said and I W‘J-'l] afte‘-‘vards read you “'hat
he ll]tel'hl]ea N

Alr. Doxarp.

was formed, Last year the firm of Herrick, Smith, Donald & Farley

We were formerly members of the firm of Fish, Richard-

son, Herrick & Neave, >Mr Far)
Tiek Neave, . Tarley, one of m rtner:
Plattsburgh in April. My partner, %{r. Smith, hgd %aelefx:xnellns’tl::m&ﬂfg

an . "
d be is now abroad, he firm has practically been broken up. I do

not underst. :
Ot oo since Inst Fabiaaiys % W07 WOTeY Hom the frm and T bhave
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60 ‘modest to answer; he did not answer, and Mr."

He interlines this: : .

I do not understand that I am getting any money from (earned by
other members of) the firm and I have not been (received any) since
last February. (I stated to them when I left thet I did not wish o
take any amounts thereafter ecarned dy the othcr pariners, and that
I wished to share cxrpenaes if the salaried employees did not earn thoir
erpenges. 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 Nias never been arranged oy 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 turn 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 bad represented
mills and cotton agents, the Queen City Cotton Mills and vari-
ous others. He goes on to testify that he took Mr. Scott’s placeq
I ask permission to insert im the Recorp that testimony ver~
batim., It is not very long. :

The VICE PRESIDENT. Without objection, it is so ordered.

The matter rveferred to is as follows:

STATEMENT oF Mn. MancoLm DoxiLp, CHIEF 0F THE CLOTHING AND
EQUIPAGE DIVISION, QUARTERMASTER CORPS,

Senator MCEELLAR, Mr. Donald, will you tell us your connection with
the Quartermaster Corf)s'.'
" 'Mr. DoxaLD, I am chief of the clothing and equipage division,
Senator MCKRLLAR, When did you become chief of that division?
Mr. DoxALD, About Jume 1. . .
Senator MCKELLAR, What was your business before?
Mr, DoNaLp, I was a lawyer. .
Senator MCKELLAR. Were you ever engaged in the cotton business?
Mr. DonaLD. No, sir. . .
Senator MCKELLAR. How did you happen to get into the cotton goods
department of the Government? 7 )

Mr. DoNALD. Well, it is the whdle clothing and equipage dlvision.

Senator MCKELLAR., Well, the whole clothing and equipage divisionj
how did you happen to.get into it?

Mr, DoNALD, I was asked to come to Washington last February.

Senator McKxLLAR. By whom?

Mr. DoNaLp. Mr. Scott, who was then chiecf of the divigion,

Senator McKELLAR. Did you ever represent Mr. Scott or amy of his
companies before that? .

r. DoNALD. I personally have not represcnted Mr. Scott. My firm

bad done some businesg for Mr. Scott. :

Senator McKELLAR. What'is your firm? .

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

Sendtor MCKRLLAR, What Herrick is that? :

Mr. DoxALD. Robert F.- Ierrick.

Senator MCKEBLLAR, Of New York?

Mr. DoxALD, Of Boston.

Senator McKerLran., You were asked by Mr. Scott to come here?

Mr. DoNaLD. Yes, sir.

Senator MCEKEBLLAR. Were you familiar with the. cotton trade, tha
clothing trade, before you came here?

Mr. DonALD. No, sir,

Senator MCEKELLAR, Were the -

) you ever in the clothing Lusiness or
cotton business? X

Mr. DoxaLp, No, sir. v .

Senator MCKRLLAR. You heard Mr. Bailey testify a few minutes ago
that it would be difficult to find a men who had never had any expe-
rience in the business that would know cnough about it to manage it for
the Government. Hew do you get along under that definition ?

Mr. DoNALD. Our divisicn is a very large division, and of course we
{)mvie in° each of our branches the meén who arc technical experts in the

usiness. : )

Sepator MCEELLAR. Why were you selected? Do you have any idea
why you were selected to come down here?

. Mr, BaiLey. He is too modest to answer. .

Senator McKELLAR., Let bim go right abead. I am after the facts.

Mr. DoNALD.. The clothing and equipage division was organized by
Gen. Goethalg in January of this year. It was an entirely new organiza-
tion and 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, bélieving that there would be work in
which I could assist. . . M :

Senator McKELLAR, Referring again to your connection with cotton:
?rms, ;1oes Herrick, Smith, Donald & Farley represent cotton manuface
urers ? :

Mr. DoxALp. There are a good many cotton manufacturers in
around Boston and New England. . 8 and.

Senator McKzrLrin. Just teil me offhand; I will not hold you to all

but give me the more mportans.

of your clients in that particular line,
ones, at any rate.

Ml}i DoxarLp, We have, so far as I know, Senator, no retainers from
any firms, -~

Senator McCKELLAR., I understand that, but I want to know whom
you -represented. For Instance, I know whether I represented the t'nion
State Bank or the Central State Bank of Memphls, Tenn., and if you
asked me what firmg I represented 1 could give them to you that quick,
or if you asked me what cotion houses I had represented I can tell vou.

Mpr. DoNALD. My firm had four members, and it is a firm which has
been in practice since 1873, and it has represented a great many differs
ent concerns at different times. ~

Sepator McKELLAR, Would you give me what your firm represented,
so_far as you can? You bave been in the firm over a yem-%J
- Mr. DoNALD, Yes, sir, :

Senator MCEELLAR, And you have been in it since the war?
interested in it now? -

Mpr. Doxarp. Not at the present time.

Senator McKELLAR, You have no interest in the partncrship now?

You are
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Mr. Doxarn. Last year the firm of Herrick., Smith, Donald & Farle
was formed. We were formerly members of the firm of Fish, Richard-
son, [ervick & Neave. Mr. Farley, ope of my partners, went to Platts-
burg in April, My partner, Mr. Smith, had been in the Army and he
is now abroad. The firm bas practically been broken up. [ do not
understand that I am getting any money from (carned by other members
of) the firm and I bave not been (received any) since iast February. (I
stated to them iwchen I left thaet I did not scish fo take any amounis
thercafter earned by the other pariners, and that I wished to shore ex-
penscs if the salaried employees did not earn their expenses. If these
employces earn more than their cxpenses, {t 18 possible the pariners
may wish to apportion a share of this surplus to me, but the matier has
never been arrgnged or seriously considered.)
rentheses show changes made by Mr. Donald after the hearing.}

Senator McKeLLAR. It has been dissolved?

Mr. DoxaLp. [t has not been formally dissolved.

Senator McKFELLAR. And there has been no modification of the agree-
ment about profits of the firm?

Mr. DoxaLp. We had no writ{ten agreement.

Senator McKELLAR. You bad no agreement?

Mr. DoxaLp. (No written agreement.) When I came away it was
understood that 1 should take no further profifs {(did mot wish to take
profits thercaftcr carned by other members of the firm.)

Senator McKroLAk. 1 interrupted you when you were golng to give
me g list of the cotton manufacturers that you represented.

Millvilr. DoxaLp. We have represenied the Pacific Mills and the Everett
8.

Senator McKeLLAR. The Everett?

Mr. DoNaLp. At times. We have represented the Harmony Mills ;
Bliss, Fabyan & Ce., and, I think, at t{imes, Minot, Hooper & Co. .

Senator McKEeLraRr. Did you ever represent any companies in which
Mr. A. L. Scott was interested?

Mr. DoNALD. The firm has.

Senator McKELLAR. Which ones are these? Do you know what con-
cerns Mr. Scott ig interested in? Mr. Scott is in all of them, is he not,
directly or indirectly?

Mr. Donaro. He {8 in two or three—three or four,

Mr. Baruey. Mr. Scott is a partner of Lockwood, Green & Co.

Mr, DoxALp. J. Spencer Turner & Co. 1 personally did not do their
work, and that is the reason, Senator, I can not tell you.

Mr. BaweY, J. Spencer Turner & Co.?

Senator McKELLAR. What is that Green firm?

Mr. BAILeY. Lockwood, Green & Co.; that i3 the Mount Vernon-
Woodbury Mills,

Mr. DoNALD. It is the Intermational Cotton Mills.

Mr. BAalLEY. Yes; the International Cotton Mills.

Senator McKELLAR. Mr. Scott is at the head of the J. Spencer
Turner Co.?

Mr. DoxaLp. No, sir.

Senator MCKELLAR. What company is he the head of?

Mr. DoxaLp. IHe is not the head of any firm. He is 2 member of the
firm of Lockwood, Green & Co., who are mill engineers, reaily, and who
are managers of several comcerns.

Mr. BAILEY. Apd part owpers in these concerns that we have men.
tioned here,

Senafor McKeLLAR. You do not recall any others?

Mr. Doxarp. I think our firm bas doubtless represented other firms
of o similar kind. -

BSenator McKsrLrLAR. Yes, As a matter of fact, your firm is a large
?trm :tlgu] represents a great many of these mills and cotton agents, does

not ?

Mr. DoNALD. It has, from time to time.

Senator MCKELLAR, It has, trom time to time?

Mr. DoxaLp. I believe I did a small amount of work for the Queen
Cigsv Cotton Mills last year.

- Benator McKeLLAR, Have all these concerns got contracts with the
Government ?

Mr. DoNALD. I have not the slightest idea, Senator.

Senator MCKELLAR., Do you know whether any of them have?

Mr. DoxaLp., Yes; I think so.

Mr. BAILEY. They all have, unless we have overlooked them.

Senator MCKELLAR. Unless you have overlooked them. Now, why
aid Mr, Scott want you, s lawyer, to come down here and engage in
the cotton goods business?

Mr. DoxALp. He asked me to come down and take up the question
of the inspection of our goods. }

Senator McKeLrLAR. When did he ask you to come down?

Mr. DoxaLD. In January, I think. .

Senator McKeLLAR. You came, when? ‘

Mr. DoxALD, [ came in February, as [ recalf it.

Senator MCKELLAR., You came as a doliar-a-year man?

Mr. DoxaLp, No; I have been paid a salary of $3,500.

Ed * *® * * %

Senntor MCKELLAR, Whose place did you take?

Mr. DoxaLp, Mr, Scott’'s place,

Senator McKreLLAR. You took Mr. Scott's place? You knew that
Mr, Scott's resignation had been asked for because of hls connection
with thte? various concerns which he had been in Dbusiness with, did
you no

Mr. DoNaLp. 1 understood that was one reason.

Scnator McoKELLAR, As o lawyer did you not feel that your com-
ing into the same 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?

" Mv. DoNaLD. T do not understand that I am representing all these
companies.

SBenator McKFLLAR. You have just testlied here to representing a
great number of mills, and being the legal representative of Mr, Scott
himself, or one of his mills, and you say you came here at his request,
and you have taken bis place, and my guestion is that, when you have
seen that Mr. Scott was asked for his resignation because of hlg 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 plain!
and very bluntly—-that {t would put you in the same category as 1
would Mr, Scott? In other words, if a vice president of Mr, Scott's
company, or & man interested just precisely Iike Mr. Scott was, had
come to you and asked you tor legal advice, saying that Mr. Scott had
Just been dismissed from the Government service because he was con-
nected with all these cofton firmas, and asked fmx it you wonld advise
him to take Mr, Scott's place, under those ¢
not have hesitated a moment {n saying that this otber man who was
«imilarly situated would fall under the same babn, would you?

{Italicized words in pa-

rcumstances you wounld:

Mr. Doxarp. T would undertake to ask im what his connection was.
The fact that some cotton mills have in the past employed me to do
some legal services for them did not, {o my mind, mean that I was at
present interested in those cotion mwills,
msbetiatcér? McKeLLAR. Who gave Mr, Scott the right to appoiut you in

gtea

Mr. DoNALD, Mr. Scott did not appoint me in bis stead.

Senator McCKEuLLABR, Who appointed you in his place?

Mr. DonaLp, Gen., Wood, Acting Quartermaster General,

Senator MCKeLLAR, All right. Unpless you wish to make some other
statement I do pot believe that there i3 anytbing furtber. ¥ am greafly
obliged to both of you.

I now yieid 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. McKELLAR. The Hitehcock bill, with the nmendment
of section 3 of the commitfee’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. T mean
under the rule or under unanimous consent the Hitcheock 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 biil, and with that amendment I am going to vote for the
Hitcheock bill, becanse I think it will come nearer obviating
the difficulties I have mentioned.

I want to say that the same objection arises not ouly in 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 done 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. McCubbin in the Army, bought all 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,

My. CHAMBERLAIN., May I interrupt the Senator? Doesy
the Senator mean to say that any of those representatives are
on any of these boards? v

Mr. McKELLAR. 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 Studebhaker Co., I forget which—the proof will show-—
and has sent out instructions which I am going to ask leave
to insert in the Recosp as a part of my 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 I
will get it and submit it, and ask unanimous consent that it
may be inserted as a part of my remarks.

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

{Copy.1
NoveMBER 5, 1918,
Morors AND VEHICLES DIVISION.
VERICLES BRANCH, O. B. P. & 8.,
Munitions Building, Weshington., D. C.
CanceNation of Escort Wheel Confract, P. O. No. — . '

1. It bas been found, in tbe best interest of the military service,
necessary to cancel a large portion of the undelivered balance of con-
tracts for Lscort wagon wheels; and your contract, as above noted,
covering Escort wheels is reduced to wheels, in accordance with
mutual agreement reached with you when you were in the office of the
Vehicle Branch at Washington, November =, 1918, The plnn of
procedure covering this cancellation of — BEscort wheels was is-

cussed with you, and an adjustment which will save you from loss in
the tmnsacti);m is to be wmade substantialiy according to the following

lan @
P a. No payment will be made for prospective profits on the canceled
portion of your confract,

b, The Government will enter info a suppicmental contract with yon
whereby your original contract is reduced in size by the amount above
stated and whereby you will be relmbursed for the following items,
upou furnishing satisfactory written statements, certified as correct
and checked and approved by Government officers.

2, Those items arc aliowable only when the expenpses are fncurred by
you in good faith for tbe performance of the contract and as fairly
and properly apportionable to the Escort wheels, delivery of which is
now terminated. ) ‘

a. Expenses of special engineering, plant organization, and miscel.
laneous indirect items: This jtem wili cover these expenses which may
pot now be shown as tangible assets, such a the cost of perfecting or-
ganlzation, general engineering expenses incurred in the desigping and
installation of special equipwent acquired, apd such other provabie
jtems which in ordinary manufacturing experience cause the earfier
deliveries on o contract to be less {)roﬂtnble than the later delivevies, by
reason of delay in obtaining good production, on account of trainiang
of organization required in equipment, incrensed cost of administra-
tion and supervision on account of Iack of acquaiuntauce with difif-
culties, etc. Some firms charge such items to * job cost,” in which
ease certified mecount can be easily rendered. 1f such practice is not
employed by you, it i8 very necessary that you scrutinize this ijten
carefully, 80 that the figures submitted may be supported by the fact:
gathered through possible later investigation.
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Manufacturing experience usually shows that the last part 6f a con-
tract renders a larger péercentage ot profit than the first’ portion of
deliveries, large enough in most cases to make u
profit in the first period of production. As this portion of the contract
rendering a more favorable profit is hereby canceled, some recognition
of ibhe spread of this indirect expense will be given; but you are
cautioned, as stated above, to go inteo this matter in detail, as profity
or, losses vary according to the efficiency of concerns, and figures sub-
mitted on this item must be irrefutable. : :

. Several contractors in our 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 comtract which is
now partially canceled. .

The .statement covering it, therefore, should be clear, convincing,

and supported by actual cost records which you can fully substantiate,
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 egou by
original Invoices, book. entries, or other information submitted. To
gulide you in the handling of this matter an assumed case is explained
elow @ N - LT

For example : Let us state that $100,000 was spent on the equipment,
as covered ahove, 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 deducied an amount which
can be fairly and fn‘opeﬂy 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 13 therefore absorbed, and the difference 1s $50,000,

From this amount (difference between original cost and cost absorbed)
is to be deducted the appraised value of the factlities. 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 valoe 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 dedueted. 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 vvafue 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, N - -

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 thig Item B sub b, the ap-
praised value will have to be left blapk, - When you are ready for
the appraisal to be made, the appraiser selected by the contracting
officers 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 comtract which you will

be allowed to produce, such 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
£ 0. b, your plant there will be included an additional 10 per cent
coverh;g handling charges in and out and any other necessary com-
pensation. . .

Coptinuing our assumed-case: Say you have on hand $0,000 club
turned spokes which cost you 13% cents each at your factory. Part
of these are fully finished, part kiln dried, and part green_ club turned.
Agsume that the portion of the order that you are allowed to complete
consumes all of the finished and kiln-dried spokes and yon have left
over 16,000 green club turned spokes. You would, therefore, show
this item a2s—16,000 escort wheel spokes, green club turned, cost
f. 0. 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-
ﬁedh invioices showing the purchase and delivery of such quantity at
such price, .

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

Cost to you o cover cancellation of obligations incurred in good
fdith, covering materials or work provided solely in the performance
of the contract. If you have outstanding obligations for materjals—
hubs, for instance—above those that will be required by your revised
contract, you should cancel that obligation at the lowest pessible cost
to yourself and at no cost if that is possible. -

. The bagis of such a cancellation should be identical to that applied
by the Government. to you amd as explalned 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 belleved that most of
th%selcaxlmeuggonglca? be eﬂe%tcdma;% git;ﬁ :r ?ot cost.
. It is advisable for you to statements compre

and self-explanatory so that they may be acted upon completepnx}’de !ﬁgﬁ
dispatch and avoid delays in requesting further proofs and information

4.1t 15 suggested and strongly urged that there be used in the bal.
ance of your; production, first the most highly menufactured materials
S0 that there will be left over, if any, only the least expensive items ag
surplus. This is in ithe interest of conservation of Iabor and- material
and twﬂl tend to greatly reduce the loss of cancellation to the Goveran-
ment, : :
5. On account of a careful analysis of the ent ]
discussion with manunfacturers it was shown thaér:n%?gkmﬁggx%glosn#el}g

fore assumed that further production
stoepp%g. : dvance on 3;0 T t. h
', 6 -If an advan your contract has been s
Government, same will In no way enter Into canceliatdon, wiyus et oy
N : end of your deliveries be lnrgely. re-
Qald by deductions from invoices according t A
2 . - The unpa g to established plan of ban-
;i‘ ;l%egrf%l;lew?lch t?eme balance undoubtediy ig represented b% surplus
tles and equipment of which the unabsorbed cost—1 11 be
{ggg;““}’é et%ioe&‘;%m?ent. The above ussulmptio)f:s-si"sxs‘!}nl:;la ee_a;éwithese
¥ the Government for the performance of the

for the smaller

contract they covered and mot for materials used in the ordinary course
of your manufacture or to retire bank loans then outstanding.

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

8. 1t is requested thut 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. i . .

By authority of the Director of Purchase.

R. W. Lna, -~
Colonel, Q. M. C., in chargg Vehicle Branch.

QUARTERMASTER CORPS,

URITED STATES SENATE,
SuBcOMMITTEE ON MILITARY AFFAIRS,
Washington, D. C., Friday, October 11, 1918,

The subcommittee_: met at 2 o’clock p. m., Senator KENXETH McKELLAR .

presiding, - )
Present, Senators MCKRLLAR, SUTHERLAND, and JogNSoN of California.

STATBMENT OF MAJ. JOHN C. M'CUBBIN, QUARTERMASTER CORBPS, UNITED

. . STATHS - ARMY, - . .
Senator McKpLrnan. Will .you give your full name and title to the
stenographer ? -

Maj. McCusBiN. John C. McCubbin, major, Quartermaster Corps.

Senator McKxrrLLaR, How long have you been a major in the Quarter-
master Ca?s? - .

Maj. McCuysniN. I think it iz since the 6th of September.

Senator MCKELLAR. 19177 . .

Maj. McCusBinN., 1918 ; this past September.

Senator McKuLrAr. When were you first commissioned at all?

Maj. McCusBiN, February 1, 1918, :

Senator McKrLLAR, As what?

Maj. McCussIN. Captain.

Senator McEBLLAR, When did you come to work for the Government?

Maj. McCyBBIN, It was Angust 15, 1917.

Senator McKaLLAR. In what capacity? - Lo

Maj. McCuBBIN. As purchaser of plumbing materials.

Senator McKrLLAR. With what concern were you at the time?

Maj. McCuBBIN, The Standard Sanitary Manufacturing Co.

Senator McKnrLrar., How long had you been with that company? .

Maj. McCupBIiN, Not quite three years; about, I should say, two years
and eight months, I think—two years and seven or elght months.
* Senator MCKELLAR. Are you interested in that company?

Maj. McCussIin. No, sir. .

Senator MCKpLLAR. How were you interested——as a salarfed man?

Maj. McCuBBIN, Salaried; yes, sir, -

Senator MCKELLAR. What salary did you get?

j. McCusrIN, Just when I came into the company?
Senator MCKBLLAR. Yes. - . -
aj. McCoBBIN, 1 was getting $3,000 a year. .

Senator McKrLLAR, When did your service with the company cease?

Maj. McCuBBiN. I think my resignation took effect the 14th, the 14th
or the 15th. The matter.was handled so quick, I don’t know just what
g}s‘; . I know I was at the office one day, and went to work the next, I

* Senator McKELLAR: Who called you to come?
you_ come? .

Maj. McCyusBiN. Maj. Hamilton’s, who wag then purchasing agent of
the cantonment division. . o X

Senator McKnLLAr. How did you happen to meet Maj. Hamilton?

Maj. McCoppIN. 1 was brought to Washington—my location was

'At' whose request did

. changed for thbe.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. Maddeck, who was looking after the pur-
chasing of material, and through Capt. Maddock, . MaJ. Hamilton re-
questea that they get some one to take this place, and they communi-
cated with the Washington office of the Standard Co. while T was here,
and_the commanding officer carried it over to Maj. Hamilton. [Revised
by Exhibit 2, Ig 611 post.] .

Sepator McKeLranr. Did this arrangement have the approval at.that
time of the Standard Sanitary Manufacturing Co. people? [Revised Ly
Exhibit 2, 8 @11 post.] . '

Maj. McCuBBIN. So far ag I know, it did not. c

Sepator MCKELLAR. Was Mr, Ahrens down here at that time?

Maj. McCuBBIN. At the time that X went into the service?

Senator MCKELLAR. When you went into the service.

Maj. McCuBBIN, No, sir. ’

Senator McKrLLAR. Has he been here? ’

Maj. McCuosBiN. .He was here in November, I think, the first time, aud
he was here in August. S . .

Senator McKBLLAR. What was the name of the first gentleman you
mentioned ? .o
» Ma} McCuesin. Capt. A. M. Maddock. - )

Senator McKpLLar. What position @did he hold with the Government?.

Maj. McCuBBIN. He was looking after the {)urchase of ‘plumbing ma-
terials, worki in the Government’s interest, with tbe contract that
they had with the Government; and at this time the change was made
when_ the Government canceled the Crane & Co. confract, and Jooked
after the purchase of their own material, . .

Senator MCKELLAR. Are Crane & Co. in the enamcled-ware business?

Maj. McCuBaIN. They are manufacturers of steam supplies and job-
bers of plumbing materials, :

Senator MCKELLAR. What became of Capt. Maddock ?

Maj. McCursBIn. He resigned and went back to civil life, -

Sepator McKsLrar. He went back to work for his company? ~

. Maj. McCuBBIN. Went back to his owu company.

Senator McKeLrAr. Is that your purpose when the war is over?

Maj. McCusBBIN, 1 do not know where I can go; whether 1 ean &0 back
to the same company or not.

Senator McKm.LAl;. Have you any such arrangement?

Maj. Mchm;m. No, sir; none whatever, D

Senator McKELLAR. How long did they pay your salary to?

Maj. McCuBBIN, I think they paid the half month of August, to the
date of resignation. The understanding at that time was that I
would be there, at most, only 60 days. .

Senator MCKELLAR. ﬁave you bought from the compapy with which
you were connected at the time at which you went into the service since
you have been in the Army?

- Maj. McCupBiN. Bought from that company?
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Senator MCKELLAR. Yes.

Maj. McCuesiN, Yes, sir.

Senator McKELLAR, To what extent?

Maj. McCusBixN. I am unable to give it to you in dollars and cents,
it it has been a considerable amount of money.

Sepator McKEeLLAR. Can you furnish us the exact amount?

Maj. McCupBiN, We are working on that list now. Col. Willeutt i3
aving all that matter tabulated and worked up.

Senator MCKeLLAR. Have you recently entered into considerable con-
:acts with that company?

Maj. McCusBIN, No, sir.

Senator MCKELLAR., When was the last contract?

Maj. McCuBBIN, 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. 1If I remember right, it was

Senator MCKELLAR (interposing). How much was that in money?

Maj. McCuBBIN. I do not kpnow. 1 did not figure that out,

Senator McCKELLAR. As a representative of the Government, do you
ot figure out what it costs?

Maj. McCunBIN., So far as my work on that end was concerned, Y
mly compare and compile it, and that is submitted to what we call
he hoard of review that is appointed by the general purchasing agent
{ Gen. Cole's division, and it is all submitted to them, the tabula.
ion and all, for their aSProval. The total amount of the 90,000 was
igured out, but for the different companies; what each of the different
'.omtpf'mles had was not figured. {Revised by Exhibit 2, pp. 611-612
»ost.

Senator McKEerLrar. Did you take bids on this?

t tl)uixj.t e(h]fCCUB]J!N. Yes; bids were taken on those 20,000 closeis and
abulated.

Senator McKEerLAR. Have you the bids with you?

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

Senator MCKELLAR. Will yon make them exhibits to your testimony?
I want the bids that were made by the companies.

Maj. McCusBiN. Yes, sir, :

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

o cl]\daj. McCusBiN. Five or six of them were low bidders on the entire
rder,

Senator MCKELLAR. Did they get it all?

Maj. McCusBIN. No, sir; they only had one part of it,

Senator MCKELLAR. How much of it did they get?

Maj. McCosBIN. They had, I imagine, roughly speaking, approx-
mately speaking, one-third of the amount.

Senator McKrLLArR., What proportion of all the work has gome to
this eompany since you have n in the employ of the Government asg
purchasing agent of this particular kind of material?

Maj. McCussin. Enameled ironware? :

Senstor MCKEILAR. Yes.

Maj. McCunBIN., I imagine, I should think, 6 per cent, Between
50 and 65 per cent. ‘

Senator McKerrLar, What other concerns have gotten amny at all?
Maj. McCueBIN. The United States Sapitary Manufacturing Co.
Senator McCKELLAR. Who represents that company?

Maj. McCuBBiN. The Washington representative, you mean?

Senator McKELLAR, Yes. .

Ma}. McConpin, They have none here at all,

Senator MCKELLAR. Is not Mr. Arrott conpected with it?

Maj. McCusBgiN. Mr. Arrott is president of that,

Senator McCKELLAR, How much has he gotten?

Maj, McCunBIN. I am unable to say on that,

Senator McKELLAR, Was it a large or small amount?

Maj. McCueBIN. In comparison, I sheuld 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. McCusBis, There was the Kohler Co., of Xobler, Wis.; the Iron
City Sanitary Manutacturix:!g Co., of Pittsburgh.

Senator MCKELLAR. You do not remember how much they got?

Maj, McCusBiN. 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 MCKELLAR. There i3 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 McCKELLAR. Who is the representatives of the Standard here?
Ma}). McCoeBiN., In Washington?

Senator McKELLAR, Yes.

Maj. McCusBiN. Mr, George Herth, jr. .
Senator McCKELLAR., What are your relations with Mr, Herth?

Maj. McCussIN. No relation whatever,

Senator MCKELLAR. Are you good friends?

Maj. McCuBBIN. Yes, sir.

Senator McKrLLag. \What iz the degrec of relationship, so far as
friendship is concerned?

Ma}. McCusspiN. That is all; only no more than friendship, ¥ e
have known each other for a number of years,

Senator MCKELLAR. 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 ull. Are not those relations very close and intimate?

Maj. McCusBIN. Very friendly,

Senator MCKELLAR. Are they not unusually close and intimate?

L ]?Iaj. MSCUBBIN. I would not think any more than some other friends

ave got, .
l-aex;atﬁr ch(ELLAIR. Hoh“ir oftenbdg] yot\;l meet ? ‘

aj. McCusBIN. I sce him probably three or four times a week,

Senator McKELLAR, Oftener than that? eek
Maj. McCusBiN. No, sir.

S%nntor McKELLAR, Do you take lunch with him pretty nearly every

da
%daj. McCussiN. 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. McCunsiN. It was before then.
Senator McKeLLAR. That you were notified to stop—before this in-
vestigation began?
aj. McCuBniN. No; before that. i
Senntor McKELLAR. When were you notified before that?
woMkﬂj' McCusBiN, 1 think it has been, offhand, about six or eight
eks ago.
Sepator McKELLAR. YWho notified you?

Maj. McCurpiN, Col. Willcutt, .

Senator McKELLAR. How did he bappen to npotify you that your
relations with this man were—-— : .

McCusBIN, It was not particnlarly to one. It was a general
order that wag made—that was announced to us at a general meeting
thigg:aet hra;‘gcag the clo%% l?tttbghweek, that vget iwereﬁtold. had

o BLLAR. at other representative of a company had you
been intimate with before that?

Maj. McCusBiN, 1 have known Mr, Cline, of the United States Sani-
tAatrry‘r)ttManufacturmg Co., for quite a number of years, and also Mr,

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

J. 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?

aj. McCuesBiN. That order was for everybody. It said, ‘“any ven-
dors whatever "—everybody in the office, that order was issued to. I
might say that I have known Mr., Herth-—both of us were very close
friends before efther of us went with that company. 3

Senator McKELLAR. And since you have been here with the Govern-
ment that relationship has been continued, and in the gnrchases you
ha;e mf;le you have given your old company most of the business, have
you no

Maj. McCousBIN, The only business they got, the prices were low, or
thesy bad the service or delivery of materfal.

enator MCKELLAR. Were they always the lowest?

Maj. McCunBin. It the prices were not always equal, we alwaye
f?unél the shipment conditions better, or the location of some of the
plants .

Senator MCKELLAR. 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 itz officers,
ylou ’always found that, other things being equal, there was something
else?

Maj. McConrixn. I did not let that interfere at all, Senator.

Senator MCKBLLAR. If you did not, why is it that all of the other
companies, who have not been getting the business, feel so very much
aggrieved‘f You having been the representative of this company up
until the day yon went into the Army, and since you bave 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 émt{ of the business, are you surprised that they feel

somewhat aggrieve at you are showing great favoritism toward your
old comg&nny :
Maj. McCussIN, From the informaticn I have got T 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 net even have the opportunity to bid on. (Re-
vised by Exhibit 2, p, 612, post.) ]
Senator McKxLrak. I will pow ask you aboui that. Did you buy

for the housing contracts?

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

Senator MCKELLAR. That is not the question I asked you. We will
get along better and much faster if you will just answer my questions,

Maj, McCuBgIN. That is what I want to do.

Senator MCKxLLAR, 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 attenticn.

My question is, Are you buying for the housing?

Maj. McCuspin. Yes, sir.

Senator MCKRLLAR. Are you buying under written contracts?

Maj. McCuBBIN, No, sir. .

Senator MCKELLAR. Are gou Just placing your orders with the Stand.
ard Co. for those contracts?

Maj). McCuBBiN. No, sir: we are placing with the others, too.

Senator McKeLLAR, Whick ones have you placed orders with for the
housing?

Maj. McCusRiN. With the Sanitary Manufacturing Co.

Senator MCKsLLAR. How much?

Maj. McCuopBix. They made & price here about 2 weeks or 10 days
ago, which put their price lower, and since then they have had all of the
enameled-ware business,

Senator McKerLLAR. How long aﬁo was that; when?

Maj. McCusBIN. About two weeks ago.

Sepator MCKILLAIR. ngi you ghgal thi :xta‘cig &ag%?that

Maj. McCungiN. I can give you the exac A

Tt{e witnegs fater tstated tlyie date to be September 28, 1918.) (See
xhibit 2, p. 612, post. )
E Senator cKl:u‘rAn. kow, 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
that 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

3 is that correct? o
thﬁagfdflrcmmsm. No, sir. I ean get you the exact date. Mr. Kelly

nd Mr. Meyers of the Iron City Sanitary Co. came to the office and
ganed and gsked it we had placed any blanket orders, if we had cov-
ered for all of the enameledware business, and I told him no, we had
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, . X
Sepator MCKELLAR. Will you kindly answer this question: You and

1 are comparatively young men and have our lives largely before us.

Maj. McCuspiN. Yes, sir. .

Senator McKELLAR, Do you think that in passing upon the bids ot
uotations of these 12 or 14 enameled-ware companies that ave asking
or the Government business, in view of your long association with
the Standard Co, and your imowledge of that company, in view ot
the intimate relationship that exists between you and Mr. Herth, the
representative of that company, you can be absolutely fair and im-

rtial toward all those concerns in buying for the Government?
ow, just a8 man to man, beart 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 youn know so well, the best of it? Now, is not that correct?

Maj. McCusBiN. No, Senator; I can not say that I let that inter-
fere at all, It was not my intention of doing anything of that kind.



1919.

" CONGRESSIONAL RECORD—SENATE.

2137

Senalor McKELLAR. Whether it was the intention or not, you know
that we naturaily feel very kindly toward our own? .

Maj. McCopptx., Yes. .

Senator MCKrrrar. Will you furnish ibe prices at which all the
goods that have been hought by vou from -the United States Sanitary
ijmufnctixérzi,ug Co. were purchased, tlie names of the -atticles, and the
prices pa B ’ . e :

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

Senator MCEELLAR. Gen. Marshall told you, of course, about the
co%:lpmmts that had been made against you?

" Maj. McCuBBix. Col. Willeutt told me, this. I was called to Gen.
Marshall's office this morning, aod he told me to come up bere, that
you wished to sec me. . . -

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

Maj. McCuBBIN. No, sir.

Senator McKenLAr. 1t was only from Col, Willcutt?

Maj. McCungrix. Yes; Col. Willeutt, . .

Senator MCKELLar, Col. Willeutt told you that Gen. Marshall
had called bis attention to this testimon%; - :

Maj. McCuBBIN. He said that Gen. Marshall had received word
from you, [ belleve—I do not remember how he said that the word
came to him.

Senntor McKELnAR. Have you let any contracts since that time? -

Maj. McCumrBiN. No, sir, : s ’ . -

Se'z’wtor AMcKELLAR. How much stuff have you got contracted up to

ate? : v

Maj. McCusriN. On contracts?

Senator MCKELLAR, What is the extent of your contracts with the
Standard “Co. now? ’

Maj. McCueBIN. The only contract we have with them is for some
closet tanks and bowls. .

Senator McKprrar. To what extent is that?

Maj. McCoBsBiN. I imagine that they have on hand, on a rough
estimate, maybe about 10,000 bowis and probably about 10,000 or
12.000 tanks.,” That is the only contract that they have.-

Senator McKruLLar, There is no question about the capacity ot
thése concerns to furnish these goods? There was active competl-
tion, was there. pot? . . . .

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

Senator MCKELLAR, (Vhich ones turned them down? .

Maj. McCusBIN., The United States Sanitary - Manufacturing Co.,
the Cahill Iron Works, and the Xohler Co. : : .

Senator McKELLAR. When did the Cahill Iron Works get a contract?

Maj. McCraBIN, I have gof the date of that here. That order was
made on July 19, - . .- - :

- Senator McKELLArR. 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. McCusBIN.. In purchasing. Senator, I do not see that that
would have any counection at all with that, - .
. Senator McKrLLAR. Considering the fact that you had been. the
representative of the largest en led ware pany of them all, and
yourself on the most intimate terms, as yon have testified about,
with. the. Wasbhington. agent of -that concern, and in view of- the order
which Col, Willcutt has herefofore given in relation to your assoclation
with- ‘any’ representatives of any firms that were selling to the Gov-
‘ernment;; do..you. not think that, looked at from the Government
8

ndpoint .and not from your -standpoint, & man with a knowledge
the' buglness, but.disassociated from all these supply firms, would
1 jetter. for the Government’s interests? . o
13s CupeBIN. T think that if I had the direct placing of the or-
‘@ers, . or: authority to place orders, that gquestion should be brought
up-and changed, but I have no authorlty to do that. .
© " Senator MCKELLAR. You place the orders in the first instance.
aj. - McConBIN, Yes.. j

Senator McX=eLLAR, Who places them?

Maj. McCounRIN. I only make the recommendations. :

Senator McKeLrar. Has any recommendation of yours ever bee
turned down?

Maj. McCusBIN. No, sir; 1 can not say that it has. .
. Senator McKrirar. Then, if yon recommend them and none of
them has ever been turned down, does not that make you really the
Dl:}\(i(‘l% oi[ tlée ordersﬁgive you tllizefx:n:vvcrie}:l fff lac{?hthe orders?

Maj. McCupeiN. ey are all furnished in the tabulati :
blds, and it goes to the board of review. ’ lation of’ the

Senator MCKELLAR, T understand that, and I am perfectly familiar -

with these hoards of review. .
Maj. McCusBIN. Yes, sir. .

QUARTERMASTER CORPS.

] UNITED STATES Smxlum,
SUBCOMAMITTER ON MILITARY AFFAIRS,
o . Washington, D. C., Friday, November 15, 1918,
e subcommittee met, pursuant to' the call of the chairman, at
10.30 o'clock a, m. room 248, Senate Office B :
Kmla‘xm‘l-tt DS McthL%Iprresiding. qilding, Senator
resent, Senators McCKELLAR (chairm N -
ot’]({:llifornia. o (ch an), SUTHERLAND, and JORNSOX
"hore appear ore the committee Mr. Theodore Ahrens,
of Stundard Sanitary Manufacturing Co., accom i ’
Torrance and Mr, George Herth, jf ’ panied by Mr.

STATEMENT OF MR, TEEODORE AHDENS, PRESIDENT OF THE STANDARD
S SANITARY MANUFACTURING CO. -
enator McKxLLAR, Your name i3 Theodore Ah
gﬁ'. ?nnﬁx% Yes, sir, . g ore A rens?. ’
enator MCEELLAR, You desire to tell the committee somethin
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.
3!1._AHR&\S. I will be very glad to do that, Senator, but I would like
to nsk first whether you would care to tell me just generally what
tl}esc charges are in which we arc implicated. We have never seen any
written charges of any kind. AIl we have heard about it is hearsay.
Senator MCKELLAR, Did you sec the testimony of Maj. MeCubbin?
Mr. Agrexs. No, sir, ’
“‘Senntor MCEELLAR, The substance of the complaint made is that
—‘dj.. McCubbin, now in the Comstruction Division, I belleve, of the
_)umte\:master Corps, was formerly your employee; that he came from
your office into the Army and was immediately given the position of

resident
rancis J.

about

.Government better service,’and did

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,.your
“agent” here, taking lunch with him virtually every day untll 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
Earticipntion in the Government’s business, and that your company
ad access to the plans of the Government and that when quotations
were asked for, Maj. Cubbins very prom;&tly informed your company
of the quotations of others, and that you thereupon gave a lower quota-
tiorr in the particular instance in order to get the .business, and that
you had yourself boasted at a public mecting somewhere—I have for-
gotten where—that you had a contract of 25,000 bathtubs, and prob-
ably other paraphernalian to go_with them, and that on January 1,
1919, under orders of the War Industries Board, you having the omnly
contract with the Government, all others of your competitors would be
unable 16 get iron for the manufacture of this enameled ware, 'and in .
that wag Maj. MeCuabbin would put all the rest of your competitors
out of business and leave you with the omly good Dbusiness in the
c_ounﬁr:ir. Now, that is about the substance of the testimony, &s I
recall it.

Mr.I AHRENS, May I just answer that in my own fashion the best
way I can

First, I admit that Maj. McCubbin~—{formerly Capt. McCubbin—was
in our employ before he went to. work for the Governmeunt, We, lke
other manufacturers and business cobcerns, were asked to submit names
of our people to the Government when the Government required such
men. We did not submit Mr. McCubbin’'s name. My partner, Mr.,
Torrance, recommended a man from Pittsburgh, but Mr. McCubbin'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. McCubbln occupied, but who had -to give it up;
and he, in fact, was instrumental in having Mr. McCubbin appeinted or

- recommended him. . ‘ .

As to our getting a very large part of the business that Maj. McCub-
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 MCKFELLAR, 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 Detter organization and
better. distributing facilitiey, we were in_a- position to render the

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 t6 us that our prices
were too low. They told us this. Other manufacturers refused busi-
ness-—among them particularly the Cahill Iron Works, of Chattancoga,
and the Standard Sanitary Co., of Pittshurgh——at prices which we
were willing and giad to accept. - )

You know, Senator MCKELLAR, that during these strenuous times this
year, when the Government and everyhody 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-
Hlveries of the larger quantities of ‘material required Dy the Govern-
ment could be made by us and could not be made by the other manu-
facturers. : - . L

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 organiszation was then able to handle it, and
if any other man had sat in Maj. McCubbin's chalr 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 bhas nothing te
do with at all, we have been all of this year getting as large & per-
centage of the business as Maj. MeCubbin gave us here.

Senator MCKRLLAR. That is under Col. W. 8. Woods.

Mr. AHRENS. 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 gold many thousands of dollars’ worth of goods
to that department at Camp Tgylor and elsewhere. We have been
furnishing the great bulk of all the goods required.

At the nitrate powder plant at Nashville our Nashvilie 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 werkers, a lot of them, and he said that we bave 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. o : S

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 ¢f dollars in preventing the price of enamel ironware
and other plumbing fixtures going beyond reasonable limits. -Our books
are open for your imspection; you can see that at the price we are
working there is not any more than a reasovable ;{roﬂt. .

I want to say particularly about those complaining manufacturers
that we have monthly meetings, in which we meet together and dais-
cust 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 that
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 supposéd to have been boasting abeut. The matter
came up 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 lne.
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 frst hands only-—~that is, the mapufacturers—and Bot
through jobbers or any middlemen, and that the Government had this
enormous housing program in view, about 60,000, 80,000, or 100,000 .
houses that they might have to have for war workers, and that the
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Jovernment would have to place that directly with the manufacturer,
wd only with such peoyle as could give prompt service.

After that meeting [ called on Maj. McCubbin, then Capt, McCub-
yin, with Mr. IJumphreys. I had never met McCubbin in his office
yefore, and had only met him once here before, outside of that, since
ie was appointed, and I asked McCubbin whether any such housing
program was in view, and McCubbin said it was. He said that bis
fepartment might place an order in the very unear future for any-
where from thirty to sixty thousand sets of plumbing fixtures, which
would De a bathtub, a water-closet, a kitchen sink, and lavatory.
hat was called a set. Of course that was a very large order, and
{ was very anxious to get a proportiopate share of it for my com-
papy. I discussad this matter at some length—probably an hour,
maybe longer—and urged Maj. McCubbin to place the order at ouce,
because in the condition that our business was in at that time, the
labor supply being very uncertain and the  wages advancing con-
tinnally, we bad in mind to advance our priceg 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 60,000 sets of fistures 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, done 50 per cent
of this work, That {3 a well-known fact. Our competitors admit
that and state that themselves. So that I told McCubbin that I
thou&;ht that we could handle 25,000 sets of these fixtures. We got
no definite order or promise from Capt. MeCubbin 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 it; tbat; however,
these orders would have to first be confirmed by or O. K.'d by the
hoard of review, I think he called it; in other words, that we could
not 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 the manufacturers that I had such an order,
as I had no order or mny company had no order from the department for
any such amount. of fixtures at 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 18 months, the manufacturers had been report-
ing to the. Secretary every month 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
reison for adviging the other manufacturers that we had this order:
As 1 say, 1 made a mistake in ta%ing it for granted that we had this
order, but I felt pretty sure from . the %eneral 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
slze couid not bave 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 he expected to distribute
the order around among several manufacturers.

I also stated at the meeting, however, Senator, that we had mno
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 McKerrar. Is there anything else that you wish to say?
“\Mr. AHRENS. No, sir; I think that covers pretty well all I would

ike to say.

Senator McKELLAR. Did you consider that Maj. McCubbin had given
you this order or not?

Mr. Anrexs. I did consider .

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

Mr. AHREXS. I believe, while the major—he was then Capt. Me-
Cubbin—daid 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, McCubbin had glven
you a verbal order for it? :

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

Scnator McKELLAR, Did you advance the price?

Mr. Aunexs. No, sir; we did not advance the price that was fixed.

Senator MCKELLAR. Did you, when you told your associates in the
meeting at Pittsburgh——that is where it was, at Pittsburgh?

Afr. AHRENS. Yes, .

Senator McKELLAR (continuing). The other manpufacturers—did you
tei[ ghem at the same time that the prices would be advanced on these
sots ?

Mr. ABRENS., No, sir—on this order?

Senator McKELLAR, On this order.

“Mr. ANRgENS. No, sir. I told them that we expected to take that
order at the prices then ruling.

Senator McKEerrar. 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 that? .

Mr. ANRENS. We did not advance our prices to the Government.

Senator McKerrar, Did you give the other manufacturers a memo-
randum of these new prices?

Mr. AurgXNs. I could not answer that; no, sir. I did not know.

Senator McKeLLAR. Did you bave a memorandum yourself?

Mr. AuRrgNsg. Personally ; no, sir.

Senator MCKELLAR., Then do you not know whether a memorandum
of the new prices was given them or not?

Mr. AnneNs, Whether a memorandum of the new prices we proposed
to make to the Government was given them?

Senator McKeLrnar, Yes. -

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

Senator McKeLvLAr, Yes.

Mr. Aunexs. I could not amswer; no, sir.

Senator McKELLAR. As a matter of fact, have you scen such 8 memo-
randum as that? .

Mr. AHRENS. Personally, no, sir.

Senator MCKELLAR, Do you know whether such a memorandum was

_in fact prepared?

Mr. AHRENS. No, sir: I could not say. DBut, Sepator, I would like
toisay aggin that we did discuss at that time the guestion of advancing
prices anu . .

Senator McKrLLAR. Well, it was entirely up to vou as to whether
or not the prices would be advanced? Maj. McCubbin just simply
agreed to any price that you made, did he not?

Mr. AHRENS. No, sir; my understanding was that Maj. McCubbin
got prices from enameled ware manufacturers—different manufac-
turers—and if our price was right we got our share of the business.

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

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

Senator McKELLAR. What did you state at that meeting?

Mr. AHRENS. I said that we had an order from the Government for
a very large quantity of plumbing fixtures for that housing proposition,
4 t?e?nator McKELLAR. That you had a contract for a very large guan-

Mr. AHRENS. Yes; or words to that effect.

Senator McKrLrAr, Al right, sir,

. Mr. AHRENS, And I want to repeat, Senator, that T made a mistake
:)xln_dstlating that we had an order before we had a real order—a written

Y.

Senator McKkLrap. When was that?

Mr. AuneNs. Well, I am somewhat shy on dates,

Senator McKELLAR, August or September ?

Mr. AHreNs, Can you supply the date, Mr. Herth?

Mr. HeErTH. The date of the meeting at the Willard Hotel that Mr,
Humphreys beld was August 27, so that it must have been after that.
I think you left Washington on the 28th.

Senator MCKELLAR. It was probably about a week later?

Mr. AHRENS, Probablg September 5,

Mr. HERTH. _Xt must have been in September, some time.

Senator MCKELLAR., At that time you did not have this contract?

Mr. AHREXS. No, sir.

Senator MCKELLAR. You never entered into a contract after that time
for these bathtubs and sets? .

Mr. AHREXNS. No, sir; we never received any such contract.

Senator McKELLAR. Now, you have testiied exactly to the contrary
about that, have you not?

Mr. AureXNs. Contrary? What is contrary to that?

Senator MCKELLAR. 1 now call your attention to a photographbic re-
production of an afidavit, apparently made by you and sworn to by
you c¢n the 25th day of éegtember, 1918, and I will get you to sea
whether that is a photographic copy of your afidavit and signature.

Mr. AHRENS (after examination of paper). Yes, sir.

Senator MCKELLAR. Now, if you will 100k at that, yon will find
where you distinctly state that gou have a_ contract for 25,000
enameled bathtubg, 25,000 enameled roll rim sinks, 25,000 enameled
washstands, and you have just testified that you did not have such
a contract? :

Mr. ABRENS. Senator, I belleved at the time I signed that afidavit
ﬂ}at I did have it, or thal the order would be ours in a few days.
Now, might I say here that we have had similar transactions with
the Government. For imstance, we have a shell contract wiith the
Government on which we did not receive any order—that is, any
formal contract——for months after we started on tt: 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 afidavit
could be explained, in view of your present testimony, is that you
were S0 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. Aunexs. I felt so certain at the time that I signed that afidavit
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

granted. It was a mistake on my part and a mistake that I regret
very much. .
Senator McKELLAR, Why was this affidavit given?

Mr. AHgeENs. 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

of this afidavit?

Mr. AEReNS. I do not think so, Y do not know that it was used.

Senator McCKELLAR, Were any of them released?

Mr. Anrgxs. It may have been used, but I do not know that any
of our people ever obtained releases on that,

Senator MCKELLAR. However, it was filed with the Provost Marshal
General’s office for that purpose, was it not?

Mr. ANRENS, It may bhave been in some instances, 1 am not certaing
but I do not know that it was used to any extent., But it was made
for that purposes—that is, it was gotten up for that purpose,

Senator McCEKeLLAR. If you had been given a contract for these
plumbing fixtures, consisting of bathtubs and sinks and water-closets
and lavatories, and none of the others, none of the competitors, had
been given any such_contracts, or any Government contracts at all,
under the priority orders of the War Industries Board permitting iren
to be used for this purpose only by those who had Government con-
tracts, that would have put all other enameled-ware manufactures out

of business, would it not?
Mr. AURENS. No, sir; not as I understand it. It would not have

put them out at all.

Senator McKELLAR. How could they have gotten the iron?

Mr., AHRENS, There were lots of other Government departments
purchasing these same supplies; and the other manufacturers have
nat been put out of bhusiness at all, Senator. The best evidence of
that 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
sﬁl%are, just as large a share, of business from the rest of the United
States.

Senator MCEKELLAR. Now, let us sec if that is correct or not, X
have before me here a statement of the shares of this particular busi-
nesg, which shows that the Standard Sanitary Manufacturing Cor—e
is that your compapy?

Mr. ABRENS. Yes, sir,
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Benator McKeLrak, Wus given $387,511.92: the United States Sani.
tary Manufacturing €o. was given $20,353.78: the Kohler Co. was
given $9,311.30: the J. A. Mott Iron Works, $15,220.38. :

‘This . would indicate that, in round. numbers, your concern got
$387,000 worth of thiy particular business and all the other concerns
together got $44,000 worth, In other words, your concern got about
90 per cent, just speaking roughly, under the control of Maj, McCubbin,
who had been in” your employ and who was, as shown by his own
testimony, and has been, so closely conpected with your company since
he has been in the cmploy of the Government. Can yeu 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 Goverpment
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 busines’: was going to be abso-
jutely ruined and taker away from them, and 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 c¢xpense
of theirs? Now, can you wonder that they coraplained? Just look at
it as man-to man, . ’

Mr. AHRENS. 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, McCubbin was only_a small part of the business that was |

peing placed at that time. "My answer to your question is that the
other manufacturers during this same peried have sold more ware
than we sold to the Government., In other words, they got their full
proportion -of the busivess; and, what is more, and I think this should
have some weight, they got it at better prices than we wore getting
from the Government. '

Senator McKrLLar, What profit did your concern make?

the last year?

Mr. AHRENS. Why, our capital is about $17,000,000: $16,000,0600 .

- in round numbers oun the 1st of Janunary, I think yoeu had better say,
and on that we showed about $2,225,000 profit, net, last year.
Senator McKELLAR. How much will it show this year? }
Mr. ARnRNS. Our profits this year, counting in our entire business,
Wwill show probably a half a million dollars more ithan that.-

Senator McKELLAR. What was the amount of orders; at what price

were these 25,000 sets of plumbing fixtures sold? Speaking roeughly,
what was the cost of them, each?

Mr. AHMRENS, Can you supply that, Mr, Herth?

Mr. HeurH. The price on bathtubs at that time, as near as I can

-recull, was $19.25.

Sepator McKrrraw. And the otber three items, how much 1were |

they o
Mr. AmnneXs., Pavdon
-minute? .
Senator MCKBLLAR., Yes,

Mr. AHREXS, I soid there were four items, but the water-closet was |
These are

not to be considercd. There are really only three featurces.
coameled iron fixtures.
Senntor MCKBLLAR, The bathtub is $19.25?
BMr. fIernTH. I could not state exactly, Senator. .
Senater MCKEuLAR. Approximately? .
Mr. HIErTH. The lavatory was around $7; appreximately $7. W
had a price onone at $8:65, or 1t might have been $7.04. .
Senator McKeLiat, What 1s that?
Mr. HErTH. That is the lavatory.  Then the sink, I think, was ap-
proximately $8; 59.25 or $8.75. . .
Mr. ABnaxs, Altogether, 1\l'mut7 $34.

. ‘Henntor McKrruan. About $34

MY, AHREXS. Yes: and it would be tweniy-five v_-t‘ikmcs $34. for the

¢ontract.  That weuld be about right ; $850.000, T think. -

4 sgo%g%:;- McKrLnar (after making calenlation). That would be about
M::. AHRENS, May I say onc word more there, Senator?

. Senator McKrropan. Certainly. .

Mr. AHREXS. The largest order we received from the Government was
nol through Capt. McCubbin, but throngh his predecessor, )

Senator MCKELLAR. Who was he?

Mr. ARRENS. Qapt. Maddock.

Senator McKeLvanr. Did he ever work for you?

Mr. AHRENS. No; be was a prominent manufacturer in Trenton,
N. J.. and he is a cowpetitor of ours, Senator, and he placed that order
with us because we know that he conid give service, and service was of
paramount importance at that time, :

Sg‘n;xtor McKELLsr. What average profit did you make on ithese
goods ’ .

- Mr. ABRENS. We never took this order, or it was never-filled—do you

mean what average do we make on the enameled ware we sell?

%nnaﬁor MCKEAL‘LAB. 11;?5; to tl{e Govexl;nment.

Mr. AHREXS., About per cent; possibly 20 per cent: Fer
&ut iuisnylng (tlmt we ]should beai‘itiléﬂ mln% meD mccte t%ixtp swgeoizglvethgagf

pay income taxes and eXcess-pro: xes out ¢

shzre n{ it x;‘:i)oi back to ’ltgc 'Govlt):rnment. ut of that, and a very large
Senator McEKpLLan, There never has been n ¥ de

these plmnl;mg fixtures, has there? 2 contract made about
Mr. AHRANS. No, sir. .

msgnator MCKELLAR. Iave any of them been actnally bought from
Mr, Angexs. Have what?
Senator McKeLLai: Have any

Iy piecemen}?

’ ogllrs- tm\i{.‘r\( it M

800415 to the Govercinent, Mr, Herth can answ 't
?:\Trata!; gggﬂKg&x}:E 1;1 hHerth. will you jus“teila‘eﬂsx\%%:"xg,t t[?lrc:g(gnsilr '?im'
LT, & o was lbere » "]

; Senator MCKFILoM. ere sworn by the chafrman.)

“:;s f"’f."éé‘é"s”é’é ?:m,v of these goods through Maj. MceCubbin—auy of
Mr. HERTH. Yon mean, that appli 2d th ?
Nenafor MOKkrean Tp goa1 Dplied on the contracts we lave?

op )ﬁliadﬂon thOI;euE'L_x\]lthmIctts.dow not make any difference whether they
Alr. HERTH. Oh, yes: w ave ‘ et 117 o] .

.\s enator MOKELL) 1? II:; ‘?_ :ll;la‘ nev?)old some ﬁ;.tmes to the Government.

3 Ir. HERTIE. T eould not tell you that.

Denator MCKRLLAY, Can You give an approximation as te how many?

Mr. HERTH. Oh, yes; we have sold some; thers 1s no question about

iit&t‘u\’:ogmvo sold. them Some. The question'is this, how many of thess

a 3 were bhought after all this controversy, -That is the idea, is

of thenl been actually bought from Fou

ik »ot?

What is |
your capital and what profits have you made en your capital within §

1 whether that is _correct or not?

Amo; Senator, may I interrupt youw Just a |

-} the place you wcre in,”

no doubt. since that time furnished similar

Will you state whether or not you have sold to :

Senator McKRLLAR. Yes; in other words, it is charged, with how
much’ truth I do not know, that when Maj. McCubbin found that he
could not hand the entire contract of 23,000 sets of fixtures for plumb-
ing, Die then proceeded to huy as many as ne could hy piccemeanl from
}:(t&ur firm, without giving the other people any chance to bid on them
at all, )
m?gr Herto, Yos; I will be very glad to give you the number of fix-

S,

" Senator McKBLLAR, Yes. Now, (o yoi know whether or not you
have had any written request for quotations. about that since the 25th
of September?

Mr. HErTI. Have we
lines of fixtures? i
© Senator McCKRLLAR. No; have you received any written communt-
cations asking for guotations on these hathtubs and fixtures?

Mr. HERTH., We receive aimost every day requests from the Construe-
‘tion Divislon for prices on all those fixtures——any fixtures that the Gov-
ernment may want, ’

Senantor McKELLAR. Mr. Ahrens, would it be very much troable to =
get a detafled statement, I do not mean of all the articles, but just a’
statement of the amount and nature of goods, of what you bave sold the
Government since the war began?

Mr. AgrExs. I will be glad to get that for you.

Senator McKELLAR. Of all sales?

Mr, AnrenSs. Yes, sir; I will be very glad to.

tsi?ntor McKeLLAR. I wounld like it in compact form, if you can
get it, '

Mr, AeExS. There will be no trouble abbut that., We can get you
here in 24 hours a statement of all the goods and the husiness we have
done with the (tovernment in its various departments, you mean?

Senator MCEXLLAR. In various departments,

Mr. AgRENS. Since the war began?

 Senator MCKELLAR. Yes.

Mr, AareENs, Yes, sir,

Senator MCKrLvrar. ‘This question was raised: It is claimed tbat
Maj. McCubbin would buy under very peculiar clrcumstances from
youn. For ipstance, the Cahill Co.,, of Chaitanooga, complained that
“when it was wanted-to buy some of these goods for use at Camp .
Greenleaf or out at Fort Oglethorpe, and .they wanted. them. in a
burry, he did not ask for amy bids or quotations .or prices from the.
Cahill Irpn Co., but he put these emergency orders with yomr com-
pany and had you send them by express, taxing the railroads to bring
them into Cbatiunooga, when they already had the same materiul
thiere, . and costing the Government a large expressage. Do you know

got any writtet_x duotations on our different

Mr, AHRENS. I can not answer that because I do not know, of course,
what the Government did or did not. . Perhaps Mr, Herth could give
gome information en that. polnt. : .
. Senator MCEERLLAR, All right { Mr, Herth, do you know?

- Mr, Horre., 1 think that is dp to the others to show you. I donot
inow ; of coursec wc have shipped material to differcnt places hy ex-
press and by freight. I know of one case out at Camp Lewis where
we bhad received nn 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 I 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 McKELLAR. Could you look it up on your books?

Mr, HerTH, And find out just what we shipped therc? :

Senntor McKELTAR. Yes: and when you get that information make
it Exhibit 2 with this testimony. .

Mr, HeeTH, Yes, sir.

Senator MCEELLAR. -Haye you any . agreement with McCubbin - that
he s to return to your employ when the war is over? L

Mr, ABRreENS. No, sir; excepting that there are some six hundred
odd men tbat left our employ, a large per cent of our force, and went

“into the (iovernment: service, and we have said to every man of them,
*TWhen the war Is over we are going to try to put you back right in
1 We dld not make a deflnite promise, because
that would be impossible, but we said, “ Every man that leaves our
employ and goes into the Government service and comes back after the
war, we arc. going to try tp ind a job for youw.” 'Thevefore, to that
extent, I would say that Maj. McCubbin had that prowise.

1ir, Hrrri. But you did not make that promise only te bim. You
neyer made that promise to any individual?

Mr. Amerxs, Oh, no: absolutely not,

Senntor MCKrLLAR. Have you any other employces in the purchas-
ing departments of the Government? Arc there any-at Jeffersonville,
for instance :

Mr, AHRENS. Where?

Sengtor McKuLLAR. Have you any at Jeffersonyille?

Mr. AxepNs. I do not know. 1 can not answer that question. And
again, I will have to say that, for instance, at Camp Taylor, when the
camp went up and they were working 24 Dours a day, and day .and
night, and everybody was working as hard as they could, the people
in_the clerleal departments there were overrun with work, and they

-did telephone down_to our Main Street store, and they asked, * Can you
give us a clerk? Your Ecoplc know about thesc prices and discounts,
and are familiar with the business, and can you help us?” We fur~
nished such a man to them. I do not know whether we furnished sach
a2 man in Jeffersonyille, but if we were called on to do so we .did se,
because we would think it was our duty to do go.

Senator McKpLLak. Now, again refurning to the other feature of’
the same kind, where you had men working in various departments, the
purchasing supply departments of the Government using your goods.
and they did not have wmen on the inside in that way, do you think
that your competitors would feel thag they would naturally get a square
deal on the whole circumstances? :

Mr. Anrexs. Yes, sir, My point is that when Capt. MeCuebbin or
any other man in our company left our employ and went into the
employ of the Government, lic was no longer in the employ of ‘the com-
pany, nor did we ask him in any way, shape, or form to prefer ns over
anybody else; nor have we in any say, directly or indirectly, told these
people that we were going to tike cave of them or do something foi
them Dbecause of the fact that they were in the Government employ and
Dbad helped us to get husiness: absolutely nothing of that kind:

Senator McKELLAR. Now, would you give me 2 statement, and make
it Exhibit No. % with your testimony, of any of your former employecs
who were employed by the Government or were loaned hy you to the
ﬁovﬁynﬁent at nuy of these camps or depots where supplics were being

andied? | S
: Mr. Anzeys, Yes, sir, It 3s quite possible that two or three people

were {urnished 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, a
position under Ma{. Humghreys——~.—~ S ‘

Mr, HERTH. And Maj. Sergeant.

Mr. AHReXs (continuing). And Maj, Sergeant, covering the cntire
plumbing field of the United States, they wanted a man to take charge
ot that, a man who had technical knowledge of the business and who
could be Maj. Sergeant’'s right arm; and the jobbers and manufac-
turers of the Eastern Supply Associatlon, representing all the promi-
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. Tschopick,
who was our general manager of furnishing housing, to accept that
position, you see with the indorsement of all these men and including
our competitors, and {t was to be a dollar-a-year job: and we sent
Mr. Tschopick on to see Mr., Sergeant. We told him tbat if it was
necessary to give him up we would be willing toe do so. We sent him
on to see Mr, Sergeant and he convinced bimself that the position wis
not one in which he could render the kind of service that the Goxern-
ment would expect from a man of his importance. but that it would
require & man of lesser importance, and he declined the job: and sub-
sequently some ope else was appointed to the position, who now fils
it, some one not connected with my company, . -

Senator McKELLAR, I will ask you to make this photographic copy
of an afidavit made by you. which you have identified, dated September
23, Exhibit No. 4 to your deposition.

Mr, Aunexs. I do; yes.. . :

Senator McKELLAR, [ must go to the Senate now, and I must ask
you gentlemen to excuse me, but I will let you know later in the day
when we can continue with your testimony, eirher this c¢vening or
to-morrow morning. '

(Therenpon, at 11.45 o'clock a. m,, the subcommittee adjourned, sub-
ject to the call of the chalrman.)

—

QUARTERMASTER CoORrs.
UNITED STATES SENATE,
SUBCOMMITTEE ON MILITARY AFFAIRS,
Washington, D. C., Saturday, Noccmber 18, 1918.
The subeommittee met, pursuant to the call of the chairman, at 10
o'clock a, m., in room 24y, Senate Office Bullding, Senator KpxxeTH D,

McKeLLAR presiding, - .
Present, Senators McKeLrar (chairman), Svrtnrriaxp, and Joaxsox

¢f California. .

'Therc appeured before the committee Mr. Theodore Ahrens, president
of Standard Sanitary Maonufacturing Co., accompanied by Mr. Fraucis
J. Torrance and Mr. George Herth, jr.

STATEMENT OF MR, THEODORE AJRENS—RESUMED,

Senator MCKELLAR. P'roceed, Mr. Ahrens.

Mr. Aunrxs. 1 do not remember exactly, but I {hink we were discuss-
ing, when the committee adjourned yesterday, the reason why 1 thought
I had an order for 23,000 of these sets. -

_ Nenator McKELLAR, Yes; I think so. That is all right. Go on.

Mr. Aurexs. Let e say that when 1 testified yesterday 1 did so
without having read the charges against Maj. MecCubbin and ourselves.
I did not know that we were In what is called an epen hearing, a public
hearing, and we were entitled to have a copy ef the testimony ; but Mr.
Johunson, the official stenographer, told us just after the adjournment
vesterday, and stated that we could have a copy of the testimony fur-
nished 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., XNow, I wanted to make that
statement preliminary to this other. «

Senator McKELLAR. Yes; you couid Bave had a copy of the testimony
at any time, of course. .

Mr. AMRENS. Now, Neunator, I would like (o add this to what T said
yesterday beforc you adjourned the hearing. In regard to the inter-
view I had with Maj. McCubblin, 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 I would like to add that after golng into the subject
thoroughly with Maj. McCubbin and after calling in Maj. Noss, who
was consuited on the Jength of time it would take to put the orders
through the department, I left Maj. McCubbin’'s office with the impres-
sion 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 60,000 sets, and would give us an order
for 23.000 sets of these fixtures. The major asked us whether we could
ake dﬂiverlcs of this quantity by the end of the ycar, and I told him
we could.

Senator McKerLranr. Mr. Ahrens; since this investigation has begun
you have received a letter from Maj. McMubbin asking you to deny that
you had a coutract with him, have you not?

Mr. AHReNs. He asked me to write a letter to the Enameled
Mapufacturers’ Associatlon, denying that we had such a contract.
) »Sonagor McKEerLar. Have you a copy of that letter of Maj. McCubbin
o you?

ml\ir. Angexs. No, sir; ¥ bave not; but it is on file in the Plttsburgh
office. - i :

Senator McKELLAR. Will you farnish a copy of that lotter and
it BExhibit N with your testimony?

Mr, AHRENS. Yes, sir,

Senator MCKELLAR. Do you remember the contents of the letter—
the substaunce

Mr. Aunexs, The substance of it was that Maj. McCubbin called my
attention to the fact that I had made such a statement at a meeting of
the Manufacturers’ Association, and he wanted me to retract it, as he
had not given me ang such contract. That is as near as I remember it.
I qid 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 fhat we had this order. Therefore I did not think' it was neces-
z;a;'y iotr proper for me to write to the assoclation about it or drag them

1o .

Senator McKELLAR. With reference to the affidavit about the order
for 25,000 sets of plumbing fixtures, did you not get a priority order for
conl on account of that afidavit? : -

Mr. Aupexs. We asked for a priority order for coal, based on.the
Government coptracts we bhad, and we did include that order among
the vest, Senator. o

Senator McKELLAR. Yes. When was that priority given? -

Mr. Aunexs. Shortly after this whole matter occurred. T do not
recall the oxact date, but it was beforc I made up my mind that we
would get these countracts or this order.

Ware

make

1

<

Senator MCKELLAR, It was after the 25th of September, was it not,
and after this hearing had begun and Maj. McCubbin had then been.
hefore our committee ?

Mr. AHRENS..T could pot say that, because I do not know when you
had the hearing, and I never' tatked to auy 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 Mr. 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. Aupexs. What I wanted to say, Senafor, 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 contraet, amounting to about $1,500,000,
was given us practically on the same basis; that is, we went aheal
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 assurafice
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. o :

Senator, this year was a year of big things, and they were done in
unusual ways. 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 cxpressing any “opinion, but merely
giving you my version, it seems to me that your man McCubbin bas
misled you into a very serious situation. I gather from what you
have sald, and what he said and what all bave said that appears in
this record, that you had every reason for believing that you bad a
contract; and yet when {his 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 situatton. - 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 mwen have testified to, when, as a matter of fact Maj.
McCubbin in mny 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 te protect himself he has gotten all you.geb-
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 opposcd 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 has no connection with your business,
and the department is all wrong in permitting 2 man from your office
to buy goods from you; and 1 would say, and it would not make
any difference who. it wasg, that if. an officer was selected from one of
these other concerns, your competitors, to do that, it would be per-
fectly outrageous, un{air, and unjust to you, just as this is unfair and
unjust to them. It is & system that can net. 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 cnmiploy 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 Le 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 1 think practically all the facts are in. He bas 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 at all, and I am surprised to find
that .-mythin;; like that should be done. It is not warranted by the
facts and it is not fair to the Gevernmeni at all, and it is pot fair to
these other people—not & bit—and as & 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. Tt me put -this featurc beforec you, please., 1 cer-
tainly had nce business talking .to my competitors ’bout having a
contract slmply, as somebody sald yesterday, to boast about it, because
that would not do me 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
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 bLecause
for the last two years, or since the Government has been in this war,
we have Deen 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 & very large order, a much
larger order than was promised me, would be placed, and that they
were {0 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, the trouble about that is that the very
first time that the:-60,000 has cver been brought forward has been in
your testimony. It has never been mentioned herctofore. The number
mentioned has always been 235,000, and Maj. McCubbin has never said
anything about 60,000 at all, and he certainly ought to have known
something about it if he knew anything about the business at all. . In
the pext place, these gentlemen, nonc of them, understood that there
was anything but the 25,000-set order ; and in the next place

Mr. .immxs. Pardon_me, Senator:

Senator McKELLAR. Just one moment.

Mr. AMRENS. Yes, sir,

Senator McKELLAR. In the next place, under the priority order, they
would bave all gone out of business and you would have had an entire
monopoly.

Mr, Aunrexs. I have
ke to give you,

a little information on that poiht that 1 \voul‘i
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Senator McEmLLar Those are the things. that make this situation
absolutely intolerable, and it just shows that the department was alt
wrong..in employing o man out of your office to buy goods from yeu
for the (.‘ovcmment. That iy abselutely indefensible.
Carist 2,000 years. age seld .that no mon cowd serve two. masters, and
no man can. . Ne man can. serve the Government and-serve yoil, too! |
It ig-absolutely impossible,

* Mr, Aurpyg, That same thing happened in a- hundred offices, Senator.

Senator \1(.KELL.\1! Yes; and it 15 indefensible, whorpvel it has been
donc..

Mr: K’EPIE They bad-to do that becausc they had to go out into
the firms - these dlﬁerent Ynes in order to get somebody who kiew }
about these things, -

Senator McKELLAR, No.; the people have gone out, ia. these duferent
lines; ‘to- put these men on the Government, and; great!y to the discredit j
of’ the Government and to- the injury of the Government in securing |
contracts this. way. It i3 indefensible—absolutely indefensible. I say
that with all respect te you, becaitse I think that yow have put yoarself,
by reason of. the signimil of that afidavit, Into an indefensible posltlou
and - perhaps into one which you -are not catitled to be 'in, and you heve |

beenr put in- this position by a. system. that aught nst to be tolerated A
for 8 moment, and I do not see how any .superfor officer of Maj. Moe. |
Cubbin' can permit Yim to be in the Army for & moment, He ought to

be scharged, and discharged: instantly. He sught to have been
charged: when: this matter was first. brought up. —.:
It is:a_crime. against the Government to let a man of that sort, who
%ommts himself fo. e used in that way,. to stay in the employ: of the
vernment ; and ef course if the: War Department ean not do it, I
oing to Bee that if fs:done by publicity. - Pubunitv iz the best tfhing.
m this. couniry anyway. I feel ontraged at this action on: the part of
the department #nd: on the part of this whoIe ‘situation. I speak very
plainly.: X am:a’-very plain-speken man,: Perbaps I:bave said: here on
this record- what I ought not to hare sald. Perhaps T ought to Bave. let,
the Department of Justice handle- thig. matter in- i3 own way. But,
being familiar, with it, I feel that you ha¥e permitted this young major |

in- the- Army. who has been indulging in prxcﬁcvs that no man should:

have indulged in, to: put. you.in-the most awkward-attitude that. youw
have ever beeu in in your nu, as you will certainly find out.. It is an.
indefensible attitude, and really one that.grows out’of the course of
_husiness that cught 'nott ever to have been: tolerated:
‘more : 1 ought. to; But it.is as much. in. your favor as it is:against you.
That is the situation: I de not wish you.-tb be unaware of i, hee'mse
© the fact ig that.you have testified rwlce—-—

- Mr. Annexs. lam fully aware of'it.”

. Senator. McKriLAg (continuing). And in one. eage your twﬁmtmy ;

is opposed to your testimony in the other case,
Mr. ARRENS.. Yes, sir.
’uexmtor MLKM.LAL. And T am’ rcam, mcﬁned to t}xinl\ that you are
not entitled to- be in: that position.-
B Nmiv. it there is anything clse that you w:lsh t0 say, T will ‘be glad o
ear
£ Mr, AERENS. I would like to correct some statements hmc tha,t we
discussed yesterday.
" : Senagor MCKRLLAT: I will bo

Flud to hazve you puf in unythin« you
wxsh I want to. be- abseiutely fa

about.the inatter.

. Mr, AuprNg. I gever hail' this testimony of Maj. MceCubbin and thess
ht. -k went {hrough it lafe Yast mgm an@ these are |

others until last nig
nomts I would; Hke to: bring. to. your:-attention.

‘lenntor McKrLAR. Surcly,

AuneXs. First, the sthiement of C. I Arroft (p. 069 of (ran-
|'J
page: SR you asked: this question.:

“ Seuater MciKernsi. 1f the Government. Dusiness is (wnﬂnoﬂ alene to
the Standard Lo what effect would that have on the various other
companies engaged in this husiness, in. \'lew of thig erdwi’™

"Po- that Mr. Azrott answered:

YMr. ARporT. We will Dave to: close our plants. down, ot lurn eur
plnnts into- making shells. or some ether Government cssential wmk "

Senator McKunLhal. Yes, siiy; you want to- comment on that

itMr AunsXg;. I want to comment on two cases that I am- goIng to
cite:.
gaﬁlunens," whicls is. appended to-the hearing of’ September 25, 1018, as
‘allows.:

‘" With the furthcr resirvictions recently meade by the War Industries |
Board covering expenses for general building improvements and re-
gaim, the present market for sanitury cnameled ware is. virtually con-

med to the Government’s requivrements; aad to- meet these ullimafe
requirements, were the business equltably dlstnbuted. all of the plants |
producing enameled ware would be permitted. to live.”

Now, on that I want to say that these statements sre contradicted
l&y thie fact that the other mmanufacturers of enameled warc have, in

¢ st nine monghs, of 1918, sold $4,781,067.69; or 45: per cent, folly
45 per- cent, of the enameled-iron ware disposed of in the United States,
Government business included. The tofsl amount of ensmmeled wara
Durchaseﬁ by Mui. MeCubbin from the $tandard Sanitary Manufacturing
Co. was less than $400,000, being- therefore less than 7 per cent. of the

tandarg; Samtm-y ‘\:(nnufacturing Co.’s -sales of enameled ware, and
Iess than 4 per cent. of the total business of the country. Our own
salty of enameled ware for the same period were $5,386,286.51. This
makes & tatal business of enameled-izon: ware i the United States for
those nine montly of $10,566,3564.20.

e verified. I mentien. theny liere to show’ that after all the amount of

business Maj. McGublbin gave us was insignificant compared: to the total :
business of the country, aml that these other manufacturers. got millions ||

of dullars’ worth of budiness outside of Maj. MeCubbin’e office,
i l\eu_ator McKELLAR. But the quc&ﬂon that they raise In that testi-
mouy-is. that after Januwry 1, 1919 if the war had continued, you
g'ould have been. the only man with' priority orders; and they would:
ﬂ\e had to. have closed down their busihesses, and yow would have had.
ﬁjm’m enameled-iron-ware businesy of
mi"l nk that if Maj. McCubbin had had his way that would have beer
r l(y Dear the situation.
PR .:um'\'s Senator, that fs not the sitnation.
an e alor MeKrLLak, And: that is an mdt,ftuslhle situation, of having
‘hl'nlkoree in' the Army in that position.
the Sy m;x-.\s I agree that that would be iudcfcnsihlo Lut that is not.
Sands g&tlt OTi All these manufacturers sold many huandreds of thou-
through tl}loll't worth of enameled ware for (iovernment purposcs
Bl other chanhels. Phat ig the peint I am rying to bring out,

a nhg h\U(vEY'l I will ask the Senator frem Tenbessee if,
18 recital, he does net think w lot of these people should

Tie Lord Jesus |

I may have said

I wild read: now an extract from the ‘* Statement of certain. ragnu-~ §

These figures. are taken from tha §
;-;QI)OltS that we =il furnished the sccretary of the association, and ean |

the cmmtry and I am inclived |

- be-in the penitentiary instead of’ lonf,er serving as fx'*ents of the
Government,

-Mr, McKELEAR, - T will gtve the Senator my view about it,
I recommended that these men he discharged from the service
- of the Government just after this proof was taken, and my ree-
ominendation was ignored by the War Dep:utment. There was
‘not any guestion: in my mind as to what ought to be. done with
them. I do not think we ought to furn these contracts oever to
- thenm to settle. I think if we do we will be derelict in our Guty,
-and I, for one, will not do it if I know it.. I feel that it is my
| Quty -to bring: this testimony before the Scnate and before the
public when passing upen these contracts, and, Senators, it is our
duty as represenmtnes of the Government to sec to it that the
Government iy treated fairly and right in the validanon of its
: contracts and in our settlement in: regnrd to them

' ¥ believe that is ald T hive to say.

S My POMERENE. I wisk to ask the <1eﬂat‘m~ a que&tron

Mr. McERBELAR. I was going fo yield the floor, but I will
- be delighted to answer any question.

My, POMERENE: The Senator bas: 'riven a -rleat de‘ll of ‘tt-
 tention to. this matter. -

- Mr. McKELLAR. I want to say that it is a pretty (hﬂnM =3
Job too. - I have given- great attention to it, but & man gets criti
cism for it. - Any man who. defends: the interest of the (‘overm
‘taent now ig always criticized for it.” -

.. Mr. POMERENE. ' I mesn the legislation now pending rather

' than the pm-ucular contraets jo- whield the Senator refers, IFs

there anything in either”of the. bills now -pending before “the.

' Senate which will preteet the interests of the <ub(.ontmetovs
Mr. McKELLAR. o there is not.’ )

My, POMERENE: ‘I have ‘submitted an’ smendwent whieh -
- will be printed in the. REcoRD in the morning that will take e&ve
. of the interests. of subcontraetors.

‘Mr, MeKEREAR. ¥ -think that is a very wise provision. I
do not see that the Gevemme t has auy possible contractunl ret
latfon, as. T understand it' with a subeontractor. It is o diffe-
cult provisien.

Mr., POMERENE. That is entxre!y true; - but this iy my
thcmghi gbout it: I A has o contr«u:f: with the Governmem‘
known as: the head confracter; as we utu ﬁxem in Ohm, or oz
some: places the prime confraetor-

Mr. McKELLAR. Subeontractors they are called cverywlicte.

My, POMERENE. ' I am speaking of the liea,d contmctor' nnd
" he sublets to hall o dozen other men.

Mr. McEELEEAR. Which: 18 always done:. -

My, POMERBENE. They furnish their product to. the heach
“contraetor for the Government. It seems to me that any money
- whieh gees to: the head contraetor for that produet ought fo: be
: reserved for the benefit of the sube¢ontractor who contributed:
- toward the exeeutum of the contraet with the Government; in

other wordy, that the meney which (lie heid contractor gets.
. from the Government shonld not go te. the’ general creditors
| of the léad contracter ot the expense of the subcontractor,

WIr McKEELAR. I will say to the Senator that I think there
:i% & great deal of merit in his contention, and there is but one
" way in which it can be effectuated, and thaf is to put the whole
[ matter in the hands of an iﬂdepen(‘reﬂt eommiggion, beeause the
War Department is under no obligation to consider subcen-
tractors. All thof is settled by the War Dep'lrtment in these
contracts. 1 do- noet see how you are’ 'romw {o enforee that
obligation upon the department. Many of them. have already
 been settied; but if you will put it in the hands of an independent
. commission an(l 1eq\m'e the commission to adjust the claims of
subeontracters, there is no reason in the world why it eanr not
' be done, and F will join the Sesaator iw ‘that.

Mr. POMERENE, There is nothing in the amendment whicly
" will be inconsistent swith the provisions of either mu, as I
" nnderstand them.

M. McKELLAR. That can be worked out. I W]'Il look at it
| when it is prinked, and we will see what can be done.

Mr. FLETCHER. Mr, President, of course, what the Senator
| from 'Tennessee has been discussing with respeet {0 leaving te-
. the department the absolute right to adjust thesc matters is
" searcely perﬁnev)t to the matter before the Senate, beeause the
" House bill' is not the bill before the Senate..

My, McIKELEAR. H is the only DIl that is before the Scnflte.
I will say to the Senator. These other measuves are amend-
-ments to-it, aud if the matter of protecting the Government is.
not pertinent, then I am utterly unable to understand what is
- pertinend.

AMr. FLETCHER. Of course, I understand that perfeetly
‘well, but the Senator has been arguing all the afternoon that
therc eught to he a conunission, and there is not any propesal
' here that (here should not be a commission. 'Che substitute
offered: to tho House hill provides for a commission; and the
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Lill reported by the Senator from Nebraska [Mr. HircHcocx]
provides for a commission. 8o we are pot confronted with
anybody proposing that this matter should be left entirely to
the War Department. That is the point I make on that score,

AMr. McKELLAR. Of course, I have explained that fully.
The difference is that under the Chamberlain substitute the
commission is merely an appeal commission, and you can not
get apything before it except by appeal. Under the Hiftcheock
amendment the commission has full and plenary powers to do
justice to all.

Mr., FLETCHER., I understamnd the difference, hut I did net
understand that the Sepator really expressed wuch preference
one way or the other, just so there was a provision for a com-
nission that rook it at sonme stage of the proceedings out of the
hands of the War Departiment having the entire charge.

Mr. McKELLAR. OL, no. What I am trying to enforce on
the Senate is that 1 believe in a commission with full power and
authority to adt—a reql commuission, not simply an appellate com-
mission.

AMr. FLETCHER. Precisely ; T understand the Senator, but
1l 1 come hack to the original proposition that the measure
hefore the Senate is the report of the Committee on Military
Affairs, which proposes a substitute for the House bill, and that
report and the bill as reporied provides for a commission.

It is a question now for the Senate 1o decide whether to adopt
the substitute to the House bill or not. That is the sole question.
Of course, they have n right to amend the substitute, and I take
it nobody here is contending in opposition to the adoption of the

“substitute. 1 luive not heard of any contention.

There ix comething to be said on the other side of the question
if T eaved to take the time of the Senate, which I do not, because I
realize that this is an urgent matter. It is a matter that ought
to he attended to, and we ought to enact this legislation and get
it behind us bhecause there are people in all portions of the
country vitally concerned, some of them on the very verge of
bankruptey, as the Senator from Tennessee will recall the testi-
niony before thie 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 wmade necessary bhecause the conditions eould not be
avoided by anybody ; in many instances irregular contracts, not
the fault of the contractor, not the fault of the department, but
irregulatr, growing out of the very necessities of the conditions
and the very urgency of the cases; so no one is to be blamned for
that situation. All 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: T 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 haods; what are we going 1o do about it?” Of
course, the War Departinent says, *“ We will adjust the matter
on a fair and equitable basis; come down.” They come down
aud they get together and agree as to what is a fair and equitabie
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; all right.”

Mr. McKELLAR., "Will the Senator vield to me o 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 gettle that sort of thing because this
countractor had no contract uuder the law and you have no
authority to pay it; you ean not adjust i, There they are.
As 1 said, it is nobody’s fault, but (he Jaw iy such and the
condifions have been such that fhese sitnations have arisen,
and these lossex are pending, and they ought to be adjusted,
and they ought not rto wait a day about it. I vield to the
Senator from Tennessee. '

Mr., MeKELLAR, T would just like to ask the Senator this
question.  The Senator heard the testimony of Mr. Riee, of
the firm of Myrick & Riee, in dyestuffs, Would the Senator
feel that the Governments interest could he properly looked
after when My, Rice, representing the Government, settled
with Myrick & Rice, representing the dyvestuffs?

Mr. FLETCHER. No; I would not. I did not read the testi-
mony, but from what the Senator savs about it I would not
think 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 hill, known as the Dent bill,

Mr. McEKELLAR. YWould he not be one of the men who would
act on the bhoard, acting for the Government? He has been
acting for the Government in buying all this dyestuff.

Mr. FLETCHER. XNo; not at all, v

Ar. 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 oue 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 he
comes along and makes a settlement with his own concern
would the Senator be satisfied with that?

Mr. FLETCHER. I have never said that. My. 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 he
is one of this board of adjusters; and he is certainly not on the
appeal board of adjustment. That board is composed of Mr.
Garnett, of Virginia; Mr. Malone, 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 arc not officials of the War Department; they are
civilinns. I believe there was some talk—and perhaps that was
done—of a sort of commission being issued to them in ovder to
qualify them in some relatiou so that they might administer
oaths; but they are citizens from ecivil life. They compose the
board that is now acting upon this matter. Mr. Rice is not on
it, and Myr. Jones is not on it. Those I have named arc tho
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 with the claims of other contractors..
These contractors are suffering from the lack of an adjustinent
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 {o
authorize those adjustments, :

The law as it stands is found in section 3744 of the Revised
Statutes, showing exactly the regquirements 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 he passed
by him. No adjustmeant, therefore, can be reached. That is the
Iaw, and I will ask to have it inserted in the REcorp. ,

There being no objection, the statute was ordered to be
printed in the Recorp, as follows:

SEC. 3744. It shall be the duty of the Secretary of War, of the Secre-
tary of the Navy, and of the Secretary of the Imterior, to cause and
reguire every contract made by them severally on behalf of the Govern-
ment, or by their officers under them appointed to wake such contracts,
to be reduced to writing, and signed by the contracting parties with-
their names ut the end thereof ; a copy of which shall be filed by the
officer making and signing the comtract in the Returns Office of the
Department 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 Lie may have published inviting bids, offers, or proposals
for the same. All the copics and papers in relation to each contract
shall be ntiached together by a ribbon and seal, and marked by num-
Ders in regular order, according to the number of papers composiug the
whole return.

Mr. CHAMBERLAIN.
Senator?

- Mr. PFLETCHER. Yes - .

Mr. CHAMBIRLAIN, Does the Senator understand from the
statement which the Renator from Tennessee [Mr. McKELLAR)
has made that these three gentleman—Charies A, Rice, H. L.
Bailey, and Maleohn Donald—are on the adjustment hoards?

Mr. FLETCHER, I do not.

Mr. CHAMBERLAIN. I rather inferred from the stale-
ment of the Senator from Tennessee that these men were on
the regional boards; and if =o, I think it is quite a serious
statement to make.

Myr. McKELLAR. Obh, no; Myr. 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 seltle these contracts: and as to the board about which
the Senator from Florida [Mr. Frercuer] is talking, that board
only has jurisdiction when the case comes up on appeal. These
officers will settle it; and if they can not settle it with them-
selves, how can they settle it?

My, FLETCHER, But they are not on the board at ail.

Mr., CHAMBERLAIN. I did not want the Senate to get the
impression that these men were on the board or were adjusting
these contracts; and the Secretary of War weuld certainly be

My, ’resident, may I interrupt the
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a very feolish business man if he undertook to put them on the
board. .

Ar. FLETCHER. The Senator is entirely right. So when
the Senator from Tennessee asked me the guestion if I would
stand for a’ seftlement made under those circumstances, with
this gentleman on the board, I said no; but he is not on the
board. He wus one of the original agents of the Government
in waking the purchases, & head of a divisiop, 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

_ muchinery 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 Ly these gentlemen?

Mr., FLETCHER. Except that the department arrives at an
adjustment in pursuaunce of such investigation, study, and reec-
ommendation ‘as the board may make, I take it.

Mr. McKELLAR. Not at all. 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 aud 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
sattlement 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.
Lehmann, and Mr., Malone are 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 coni-
mittees are made up which are now adjusting these contracts?

re: they madeé np:of the gentlemen who made the contracts in

stance? : -
Tc - g

th

I think not; not at all. They are desig

@:Secretary-of War to make the investigations as to
ticular matters, which are presented in connection with
itracts. or quasi-contracts. . :
UGENT. Does the Senator know—— :
] MeKELLAR. If the Senator from Florida will yield to
me: for-a minute, I will say this, which, I think, will probably
answer, as well as it can be answered, tbe 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 weré made officers
in the Army parely for the purpose of sitting on appeal. .

As to the lower boards, who are on them, who they are, what

. connection they have with the gentlemen with ‘whom they are
doing business,” we have no knowledge whatsoever.

ll\dlr. I%tljﬂggNH’J]:BR T{ dosnot Iknow their personnel.

r. . le -Senpator can not enligh i
1'ezls£§ctl\£0 that? | enlighten me with

. MCKELLAR. it can n e don v
thixinformution. ot be done, because we have not

r. FLETCHER. I do not know the personnel of the. -
ferent boards—8 of them in Washington and 24 ofseth%i
througlgout the country—but I presume we can get their per-
sonnel if that is impoytant. I do not understand, however, that
the personnel composing those boards is made up of the same
pegons& ‘l'}'(l';‘l)ﬂ {y'i‘me_lthe contracts. ’

I N, should lik < ir
say to the Senator, e b o thelr
this matter.

Mr. FLETCHER.
Sefz;fgr.

ve here a letter from Assistant Secretary of Wa.
gghhregard. to Senate bill 5261, which is :gferred :ocigwtilé
Mclci cock ]blll. Inasmuch as the Senator from Tennessee [Mr.
DELLAR] based his remarks on a comparison between that

personnel, I will
before the. vote is taken with 1'es:'pe<:t§v to

I thiok I can get that information for the
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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 Recorp. 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 counstituted.
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 War Department already bas 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 hoard of
contract review in each of the eight sugpl¥ bureaus in Washington;
also a total cf 24 local or district boards in various sections of the
country making settlements for the Ordmance Department and the
former Quartermaster Corps. The department bas also established in
Washirgton a board of contract adjustment to which the Secretary of
‘War refers for decision all cases in which the contractor and the con-
tracting officer are upable to agree. Furthermore, several thousand
contracting officers, accountants, investigators, and other assistants are
now at work helping the boards to make prompt settiements. 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 orv signed ag 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 commiited as against the Government,
I will ask to have Mr. Crowell's letter inserted in the RECORD. °

The VICE PRESIDENT. \Without objection, it is so ordered.

The letter referred <o is as follows: .

: WAR DEPARTMENT,
TFashington, January ¢, 1919,
Hon, DuxcaN U. FLETCHER,
: - United States Scnate.

My DEAR 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
Hitcheock bill, Do . ,

This bill provides for the establishment of an adjustment commis-
gion of three members who shall decide all cases of cancellation of ex-
isting valid contracts or orders of the War Department, and also alt
cases in.which a contract was not made or signed as ﬂrovlded by Iaw.

The War Department Is strongly convinced that the enactment of
thig bill would cause great and unjustifiable delay in settling the proper
claims of contractors and would most unjustly throw hundreds of
coatractors into bankruptey. :

It would first be necessary for the President to appoint the members
of the commission, The Senatc must then confirm the appoiuntments.
Thereafter the board must organize and familiarize itself "with its
duties. -If regiomal boards of cxaminers ale 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 agsistance provided for the board in the bill. -

Incomplete fgures 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 imvited to the fact that the entire appropriation
provided by the Dbill 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 ounly $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. aypointed. Comment on the utter inadequacy of such an appro-
priation s 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, 1017, the commission decided ap-
proxiately 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 Hitchcoek bill pro-
poses to have three men decide In ope 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 commissicn, decided in 1917 approximately
450 formal yi)roceedings and 1,350 informal proceedings, a total of
1,800 proceedings on an appropriation of approximately .$400,000, The
Hitcheock Dbill proposes to have the adjustment commission decide ap-
proximately 20 times as many cases with one-eighth the appropriation
and personnel. . N

Ip_addition to being utterly ubpable to do its work, the adjustment
board provided by S. 5261 is entirely unnecessary for the rveason 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 lLoards in various sections of ‘the

caquntry making settlements for the Ordnance Department and the
former Quarterinaster 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 upable 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 re-
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quested, this machinery is ¥repnred to start immediafely on the cases
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 rgrompt: settiement and payiment of all
just claims of contractors. he department stands fully ready to
make such settlements and is already doing so where the contracts
were made and signed as grovided ty law.

The Dept bill, as amended by the House Committee on Military
Afafrs, will meet the requirements of the situation if amended in a
few further respects as suggested by the War Department and will
cuable the department to utllize its existing boards and its existing
personnel to make prompt settlements of all formal and informal con-

fracts.
Very sincerely, BENEDICT CROWELYL,
The Assistant Secretary of War,

Mr. FLETCHER. Mr. President, I have not any serious eb-
jection to this commission, The enly thing ¥ am fearful about is
that it will delay matters. I believe that the War Department
is perfectly capable of dealing with this whole situation if Con-
cress 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 helieve, 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 te 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, there 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 mmake 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 in 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 gll. 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 i8, but I am totally opposed to
it. I am opposed to that provision in both bills. I am opposed
1o 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. Hircucock] 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 appoinded and con-
firmed by the Senate aud 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
have 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
10 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 s
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 nhead 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 biil,

IFurthermore, 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; * the
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. That 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 specially, 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 {0 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 ig
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 1 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 farther, 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-
tive committee of the American Bankers' Association adopted a
resolution in relation to a provision in this bill, whieh I wish to
take just a moment to read into the Rrcorp, and when the
proper time comes I desire to discuss it to some extent, The
resolution is as follows: !

Resolved, That the American Bankers’ Association earnestly urge the
passage by the Senate of H, R. 13274, as reported by Mr. CHAMBERLAIN
on January 20, with an amendment, subject, however, to the important
maodification that wherever the right of appeal therein is given to the
Department of Justice such right be eliminated.

X provision of this nature places upon the Department of Justice a

duty to investigate all contracts or orders now pending validation, ad-
justment, and final settlement, and will cause a serfous and unncces-
sary delay, to the great detriment of business, and will cause a great
financial lossttf lo’zustomex‘ss of banks and seriously interfere with the
employment of labor.
. '&J’eybelleve that there are adequate laws existing to protect the Gov-
ernment in the payment of contracts when validated, and that section 2
of the bill in question protects the Government in the validation of in-
formal contracts and the completion of contracts to replace informal
orders and agreements.

At the proper time, Mr. President, I may offer an amendment
to the amendment reported by the committee, although at this

time I do not care to do so,
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From what has been said this afternoon by members of the
committee, it seems to me that this bill ought to be guarded a
Jittle more earefully in 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 criticismng 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. . .

o my mind the department itself ought to have taken those
matfers in hand 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 furnisl_led_ 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
finanecially. . L

Mr. HITCHCOCK. Mr. President, as I understand the situa-
tion, we have before us a bill ¢f 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 ofter the amend-
mernt which I send to the desk, which I ask to have printed so
that the Members of the Senate may have it to-morrow. .

The VICE PRESIDENT. Without objection, it is so ordered.

Mr. CHAMBERLAIN. Mr, President, -I rise to a parlia-

" mentnry inquiry. The bill as reported by the Senate Committee
oh 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,
‘whicli was adopted. for the very purpose of avoiding what was
known'.as amendments in the third degree. That rule makes
il one question and the Senate committee amend-
he uestion, and each is subject to amendment,
ie'/fule: the part to be stricken out having precedence
atter. of amendment. . ' .
M HAMBERLAIN. Then when the amendment comes up
avliieh the Senator from Nebraska just called attention, will
;that be voted 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?

. My, 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 niy
ignorance of parliamentary law. . '

" The VICE PRESIDENT. The Chair is of this opinion: The
Chair has been sitting here this afternoon, and has heard inei-
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 ; and the Chair thinks, also, that amendments may
be offered to the amendment of the Senmator from Nebrasksa
‘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
gtég :lmt was sltricken out at all. It is in lieu of that. The
retary says, however, that th o 5 Y 't of
Hg\use oy e Sellatogdoes save part of the

Mr. SMOOT. He has the right, however, to perfect it

The VICE PRESIDENT, ; 3 - has 8 per
rlg‘llnt to o that NT. Oh, yes; the Senator has a perfect

Mr. HITCHCOCK. BMr, President, in addition to having th
amendment printed, I should like 1 i i i tha
RE'lgl()nv. I make that request. {0 have it printed fn the

Y PRE N . . .
hem-;en‘gg,L PRESIDENT. Is there any objection? The Chair

Mr. SMOOT. Why not have it read?
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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., FRELINGHUYSEN. May I ask the Senator when we
will be able to get copies of his amendment? o

Mr. BITCHCOCK. The amendment will be on the desk of
Senators to-morrow morning. -

" The amendment of Mr. Hrrcecock is as follows:

_ In line 3, page 1, after the word “ That,” strike out all down to and
including line 54, page 3, and insert the following: :

' Where during the present war and prior to November 12, 1018,
officers or sgents 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 turnish supplies or materials for the War Department,
the procurement of which hag heretofore been authorized by Congress,
and any of said orders or contracts has been partly or wholly per-
formed, or expense has been incurred by the manufacturer or contractor
prior to the 12th day of November, 1018, in preparation or partial exe-
cution of said comtract or order, the fact that any such contract or
order or agreement has not been made in the form or signed in the
manner required by law shall not invalidate the same if it was entered
into in good faith and lacked only the sanction of a contract in legal
form. Neothing 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 qualifiecd or 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 bhas, or bad at the time, directly or
indirectly, any interest. .

“ Sec. 2. That in all cases as above included it shall be lawiul to make

- payments under the terms of the contracts or ovders so made or given

to the extent that performance therecf has been made, expendittires in-
curred, or supplies thereunder have heretofore been recelved 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 sald comtract, orders, or
agreements. . ..
*8ec. 8. That in case of the cancellation, suspension, or anoulment
of any contract, order or agreement as described-in this act, by the
Secretary of War, or officers or agents acfing by his authority, and in.
cases where no property or sugplics bave 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 GO
days after the passage of this act any claim for remuneration arlsing
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 hercinafter 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 shali file &
statement offering to accept the amount awarded by the War Depart-
ment in full for said clalm, the -commission shall, within 10 days, order
the same paid in the absence of evidence that it is cxcessive. .
“Sec..4, That for -the adjustment of all clalms arising out of the
cancellation of contracts, orders, and agreements for supplics or mate-
rials of war, as desm:xbed in the foregoing paragraphs of this act, there
is- hereby created an adjustment commission to De composed of three
menbers, to be appointed by the President and confirmed by the Senate,
one representing the War Department, one representing the Depart-
ment of Justice, and one reprcsenting the business interests of the
country, none of whom shall be interested in any contracts with the
Government or have an interést in any firm or corporation having wagr
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 .
apd. relmbursement arising out of cases as set forth in this act for sup-
plies furnished, cxpenditures or obligations necessarily incurred, or matc.
rials purchased under faith of contracts in legal form or orders re-
ceivgd tf)}'om officers and agents of the Sccretary of War as heretofors
se oran, . . he
“Sec. 5. That in each case, as soon as the commission has made an
award, the contractor shall be entitled to receive the game. upon giving
receipt in full of all demands agninst the United States arising out of
the transaction, or if the contractor i3 not satisfied with the amount so
awarded he shall be entitled to receive, and shall recelve at once, 75
per cent of the amount that has been awarded him, and he shall there-
upen be entitled to appeal the case to the Court of Claims, whicly ig
hereby given jurisdiction to hear the case and render final judgment in
such sum as may be required to relmburse the contractor for supplies
and materials delivered to and nccépted by the United States and ex-
penditure necessarily incurred in gcod rfaith in the partial performance
of the contract or order above referved to, or in preparing for the same.
“8ec. 6. That in no cnse, however, shall any award, either by the -
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 S0 crgxcele‘;}. Cof t
“Sec. 7. That the purpose of this act being to' secure prompt settle-
ment of claims, the commission is authorized to make its gwn Fules an%
regulations and to' hear and determine the issues Informally and
promptly upon prezentation of the case. The commission is authorized
to appoint, under such rules and regulations as it shall preseribe, one or
more reglonal boards of examiners fo serve in such districts throughout

| the country as the commission shall fix and determine to investigate

and determine the facts concerning claims, legal or equitable, that may
be presented as herein prescribed. ~ ‘The members of such board shall be
composed of one representative of the War Department, one representa-
tive of the Department of Justice, and one -from the business interests
of the region, none of whom sl;ail have any interest in .the comtract,
directly or_indirectly, and receive no compensation, save and except
suclh per diem compensation as sbhall be fized by the commission.
Whenever the commission shall refer to nny such regional Loard. of
examiners any claim they shall proceed infermally to hear the parties,
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take the proofs, and return the same prompily to the commission with
their recommendation thereon. »

* Skc, 8 That the sum of $50,000, or 8o much thereof as may be nec-
essary, 1s 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 b
the secretare', who may be selected by the commission, and who shall
receive a salary of not exceeding $5,000 for the period of oune Eear, or
soi u;uch thereof as may be necessary, to be determined by the com-
mission.” :

Amend the title 50 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-
ufaeturers, 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 FAREWELL ADDRESS,

The VICE PRESIDENT. In accordance with the order of the
Senate heretofore made, directing the reading of the Farewell
Address of George Washington upon the 22d day of February,
immediately following the reading of the Journal, the Chair
appoints for that purpose this year the Senator from New Jersey
[Myr. FRELINGHUYSEN].

EXECUTIVE SESSION,

Mr. MARTIN of Virginia. I move that the Senate proceed
to the consideration 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 the doors were reopened,

DEATH OF REPRESENTATIVE ROBBINS. .

Mr. PENROSE. Mr, President, I ask that the resolutions
-received from the House of Representatives on the death of Hon,
Epwarp EvERETT RoBBIKNS, late a Representative from the State
of Pennsylvania, be laid before the Senate,

The VICE PRESIDENT. The Chair lays before the Senate
the vesolutions from the House of Representatives, which will
be read.

The Secretary read the resolutions as follows:

IN THE HOUSE OF REPRESENTATIVES,
January 25, 1919.
Resolved, That the House has heard with profound sorrow of the
death of the Hon. EDwaArp EVERETT ROBBINS, &

State of Pennsylvania.
Rcsolved, 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 the pro-
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.

5 Resolved, That as a further mark of respect this House do now ad-
ourn, -

Mr. PENROSE. My, President, I offer the following resolu-
tions, which I send to the desk and ask for 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 IHon. EDWARD EvERETT ROBBIXNS, late &
Representative 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
Ilouse of Representatives, to attend the funeral of the deceased.

Resolved, That the Sccretary communicate a copy of these resolutions
to the House of Representatives, .

The VICE PRESIDENT, under the second resolution, ap-
pointed Mr. PENROSE, Mr. Kine, Mr. OverMan, Mr., WATSON,
Mr, Bairp, Mr, THOMPSON, and Mr. KXnox 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
55 minutes p. m.) the Senate adjourned until to-morrow, Janu-
ary 28, 1919, at 12 o’clock meridian,

NOMINATIONS.
Exccutive nominations reccived by the Senate January 27, 1919,
APPOINTMENTS IN THE NaAvy.
To be ensigns for temporary service,
Jack G. Scott,
Lawrence V. Smith,
Harold . Aul,
Edwin J. Simons,
Roger K. Hodsdon,
Wilbur J. Schoepfle,
Robert T. Lattin,
Charles A. Harrison,
Edward A. Pedersen,
James R, Bagshaw, jr.,

epresentative from the |

Arthur R. Curry,
Cecil G. Cooley,
Frank V, Herdman,
Leslie V. Winchester,
Willlam 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. Bryaut,
Philip H, Smith,
Edwin E. Valentine,
Leon W. Dunbar,
Richard W. Reep,
Edgar V. Carrithers,
Elliott 8, Hastings,
James P. Carroll,
Howard L. Clark,
Rodney H. Dobson,
Eldridge W. Reese,
Clinton H. Beckwith,
Terence W. Greene,
Ernest Q. 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. Thompsony
Harold W. Skillman,
Yeo W. Baker,
Harry 8. Ford,
Robert G. Strong,
Aloysius D. Keller,
Ernest V. Abrams,
Wallace H. Collins,
Ivan L. Kingsley,
Frank P. Doheny,
Alzamore B. Smith,
Leroy S. Miller,
Ralph A. Schuyler,
John E. Walrath,
Frank W, Thuunberg,
Frank A. Zimbelman,
John L. Landfair,
David J. Nolin,
Alexander N, Crowder,
Robert L. Rundle,
Charles M, Steele,
William B. Collier,
Ciyde R. Kennedy,
Frank M. Andrews,
Joseph 8. Fogerty,
James C. Knowles,
Edward L. Sheldon,
James J. Horeau,
Walter E. Peterson,
William T. Ryan,
Foster B. Crutcher,
Chartes H. Engelhard,
James H. Joyce,
Irving Thurston,
Charles C. Babcock,
Richard T, Harte,
Ernest M. Moore,
David T. Sanders,
Jobn A, Gee,

Otis Howard,

John A. Scoville,
Verne L. Sullivan,
Merton J. Wakefield,
Lyle H. Gallivan,
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