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TUESDAY, NOVEMBER 14, 1933

UNITED STATES SENATE.
SUBCOMMITTEE OF THE COMMITTEE

ON BANKING AND CURRENCY,
Washington, D.G.

The subcommittee met at 10 a.m., pursuant to adjournment on
Friday, November 10, 1933, in the caucus room of the Senate Office
Building, Senator Duncan U. Fletcher presiding.

Present: Senators Fletcher (chairman), Gore (substitute for
Barkley), Couzens, Townsend, and Goldsborough (substitute for
Norbeck).

Present also: Ferdinand Pecora, counsel to the committee; Julius
Silver, David Saperstein, and David Schenker, associate coun-
sel to the committee; and Frank J. Meehan, statistician to the
committee; Alfred E. Mudge, Joseph B. Lynch, Julian L. Hagen,
and C. Horace Tuttle of Eushmore, Bisbee & Stern, and also
William Dean Embree and A. Donald MacKinnon, of Milbank,
Tweed, Hope & Webb, counsel representing the Chase National Bank
and the Chase Corporation; Martin Conboy, counsel for Albert H.
Wiggin; Millard F. Tompkins, counsel for Euloff E. Cutten; G. T.
Stanford, general counsel of the Sinclair Consolidated Oil Corpora-
tion.

The CHAIRMAN. The subcommittee will come to order, please. Mr.
Pecora, who will you have first ?

Mr. PECORA. Mr. Ruloff E. Cutten.
The CHAIRMAN. Mr. Cutten, please come forward, hold up your

right hand, and be sworn: You solemnly swear that you will tell
the truth, the whole truth, and nothing but the truth, regarding the
matters now under investigation by the committee, so help you God,

Mr. CUTTEN. I do.

TESTIMONY OF RULOFF E. CUTTEN, NEW YORK CITY

Mr. PECORA. Mr. Cutten, will you give your full name and address?
Mr. CUTTEN. Ruloff E. Cutten, 61 Broadway, New York City.
Mr. PECORA. What is your business or profession ?
Mr. CUTTEN. I am a broker.
Mr. PECORA.. A stock broker?
Mr. CUTTEN. A stock broker.
Mr. PECORA. Are you a member of any firm ?
Mr. CUTTEN. I am a member of E. F. Hutton & Co.
Mr. PECORA. Where is your office or place of business ?
Mr. CUTTEN. 61 Broadway, New York City.
Mr. PECORA. That is, that is their office or place of business ?
Mr. CUTTEN. Yes.

3217

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3218 STOCK EXCHANGE PRACTICES

Mr. PECORA. Does that firm or any member thereof hold any mem-
bership or memberships on the New York Stock Exchange?

Mr. CUTTEN. We hold two memberships.
Mr. PECORA. Are you one of the floor members of the firm?
Mr. CUTTEN. I am one of the members of the New York Stock

Exchange.
Senator GORE. When did you become a member of the New York

Stock Exchange ?
Mr. CUTTEN. In May of 1925.
Mr. PECORA. Mr. Cutten, do you recall a trading account or syndi-

cate that was formed on or about October 25, 1928, to trade in the
common stock of the Sinclair Consolidated Oil Corporation?

Mr. CUTTEN. I do.
Mr. PECORA. Did you have anything to do with the organization of

that account or syndicate ?
Mr. CUTTEN. The formation of the group, do you mean ?
Mr. PECORA. Yes, sir.
Mr. CUTTEN. And the participants?
Mr. PECORA. And the participants.
Mr. CUTTEN. NO, sir.
Mr. PECORA. By the way, let me ask you: As a member of the New

York Stock Exchange are you one of its specialists?
Mr. CUTTEN. I am not.
Mr. PECORA. Have you ever been?
Mr. CUTTEN. I never have.
Mr. PECORA. Are you familiar with the terms and provisions of

the agreement under which that trading account was formed ?
Mr. CUTTEN. I think I am; yes, sir.
Mr. PECORA. Did you sign that agreement on behalf of Mr. Arthur

W. Cutten?
Mr. CUTTEN. I did.
Mr. PECORA. Are you familiar also with another syndicate known

as a purchasing syndicate, of which Arthur W. Cutten was a partici-
pant, that was formed on or about October 24, 1928, to purchase
1,130,000 shares of the common capital stock of the Sinclair Con-
solidated Oil Corporation from that corporation?

Mr. CUTTEN. I am.
Mr. PECORA. Did you have anything to do with that transaction?
Mr. CUTTEN. NO, sir.
Mr. PECORA. What, if anything, did you have to do with the trad-

ing account or syndicate that was formed on October 25, 1928?
Mr. CUTTEN. I received some of the participants, helped to form

the group. Are you referring to the million-share trading account?
Mr. PECORA. Yes.
Mr. CUTTEN. The secondary account?
Mr. PECORA. Yes.
Mr. CUTTEN. Yes, sir.
Mr. PECORA. YOU said you " received " some of the participants.

What did you hiean?
Mr. CUTTEN. I allotted some of the stock to various participants,
Mr. PECORA. Who invited those various participants, to whom you

made allotments, to come into the account ?
Mr. CUTTEN. I did.
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Mr. PECORA. YOU were not a member of the account yourself, were
you?

Mr. CUTTEN. No, sir.
Mr. PECORA. What authority had you to invite persons to become

participants in that account?
Mr. COTTEN. They wanted to spread the liability.
Mr. PECORA. When you say " they wanted to spread the liability ",

whom are you referring to?
Mr. CUTTEN. TO the manager or the managers.
Mr. PECORA. Who was the manager, or who were the managers?
Mr. CUTTEN. Mr. Arthur W. Cutten was manager.
Mr. PECORA. Are you related to Mr. Arthur W. Cutten ?
Mr. CUTTEN. I am his cousin.
Mr. PECORA. Where was Mr. Arthur W. Cutten's office or place of

business at that time?
Mr. CUTTEN. NO. 231 South La Salle Street.
Mr. PECORA. In Chicago?
Mr. CUTTEN. Yes.
Mr. PECORA. And your office or place of business was in New York

City, being the office of E. F. Hutton & Co. ?
Mr. CUTTEN. That is right, at 61 Broadway.
Mr. PECORA. Did you invite participants in the exercise of your

own judgment or discretion, or did you do so in furtherance of in-
structions given to you by Mr. Arthur W. Cutten ?

Mr. CUTTEN. I discussed them with him and with Blair & Co.
Mr. PECORA. What part did Blair & Co. have in the formation of

the trading syndicate ?
Mr. CUTTEN. TO the extent of those that they invited in.
Mr. PECORA. Were they original participants? Were they mem-

bers of the original group ?
Mr. CUTTEN. They were. In other words, each of the original

four invited some people into the trading account.
Mr. PECORA. Who were the original four?
Mr. CUTTEN. AS I knew them they were Mr. Arthur W. Cutten,

Mr. Harry F. Sinclair, Blair & Co., and the Chase.
Mr. PECORA. Chase Securities Corporation ?
Mr. CUTTEN. Yes; Chase Securities.
Mr. PECORA. Did each have a 25-percent interest in the original

syndicate ?
Mr. CUTTEN. Well, that is the way it was referred to at first, until

agreements were made up of three twelfths for three of them, and
two twelfths for Chase Securities, and one twelfth for the Shermar.

Mr. PECORA. NOW, there has been put in evidence here the agree-
ment in the form of a letter addressed to Mr. Arthur W. Cutten by
the Sinclair Consolidated Oil Corporation, setting forth the terms
under which that corporation agreed to sell to Mr. Arthur W. Cutten
and Mr. Arthur W. Cutten agreed to purchase from the corporation
1,130,000 shares of the capital stock of the corporation, for the price
ot $30 per share. Are you familiar with that agreement ?

Mr. CUTTEN. I believe I am; yes, sir.
Mr. PECORA. When was that matter, that transaction, first discussed

with you by anybody?
Mr. CUTTEN. In October of 1928.
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Mr. PECORA. That is, at the time when the agreement was entered
into?

Mr. CUTTEN. Before.
Mr. PECORA. HOW long before the date of the agreement itself,

which was October 24 ?
Mr. CUTTEN. Perhaps 3 weeks, or perhaps 2 weeks.
Mr. PECORA. With whom did you discuss it then?
Mr. CUTTEN. With Mr. Harry Sinclair, Mr. Fred Bartlett, Mr.

Arthur Cutton, and myself, we were present at the meeting.
Mr. PECORA. Where was that conference held for the purpose of

that discussion ? Was it held in New York City or in Chicago ?
Mr. CUTTEN. In New York City.
Mr. PECORA. And at that time were the terms and conditions of

the transaction, as eventually entered into on October 24, discussed
by the parties?

Mr. CUTTEN. No, sir.
Mr. PECORA. What discussion was had at the outset?
Mr. CUTTEN. Just for the sale of of 1,130,000 shares of the stock,

by Mr. Sinclair.
Mr. PECORA. What was said about it?
Mr. CUTTEN. Mr. Sinclair wished to sell that amount of stock at

$30 a share for the company and wished to form a group to purchase
the stock.

Mr. PECORA. What did you say?
Mr. CUTTEN. Mr. Sinclair wished to sell that amount of stock at

$30 a share for the company, and he wished to form a group to pur-
chase the stock.

Mr. PECORA. Did Mr. Sinclair say he wished to form a group to
purchase the stock?

Mr. CUTTEN. NO ; but
Mr. PECORA (continuing). Or did he ask your cousin, Mr. Arthur

W. Cutten, to form such a group ?
Mr. CUTTEN. He asked Mr. Arthur Cutten to form such a group,

or wanted to know if he would be interested to head such a group.
Mr. PECORA. What was said by Mr. Sinclair, if anything, con-

cerning the reason or reasons why he, on behalf of his corporation,
wanted to sell 1,130,000 shares to a group to be formed?

Mr. CUTTEN. TO raise additional working capital.
Mr. PECORA. For the corporation?
Mr. CUTTEN. For the corporation; yes, sir.
Mr. PECORA. Was there any discussion as to offering that stock

first to the then stockholders of record of the corporation?
Mr. CUTTEN. I do not think so.
Mr. PECORA. Did anyone suggest that that should be done ?
Mr. CUTTEN. I do not think so.
Mr. PECORA. Did Mr. Sinclair give any reason why he wanted

the stock sold on private terms or at private sale rather than in the
open market or to the stockholders of record?

Mr. CUTTEN. I don't think he did.
Mr. PECORA. Was that discussed in any way at all?* Was the ques-

tion raised by anyone as to why the stock was not being disposed of
in that manner? That is, either by sale to the stockholders, by an
offer to the stockholders of record, or in the open market, rather
than at private sale?
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Mr. CUTTEN. Well, I believe he felt that the stockholders would
not subscribe for the stock at $30 a share, which at that time was
two points higher than the market. The element of time always
enters into that, because it takes 60 or 90 days before the company
would know whether the stockholders would exercise their rights to
subscribe to the stock. That is, you have to give the stockholders at
least 30 days, have to take a record of those that are stockholders
of the company, and then you send out warrants to them, and they
have at least 30 days, and sometimes longer, to exercise their rights
to subscribe to the stock. And I believe that the time element was
too long in that particular case.

Mr. PECORA. Was that advanced as a reason by anyone at that
conference why the offer of the stock was not made directly to the
stockholders?

Mr. CUTTEN. I do not think so.
Mr. PECORA. What makes you say, then, that that was the reason

why this stock was not disposed of by direct offer to the existing
stockholders ?

Mr. CUTTEN. That is only my personal reason, or
Mr. PECORA (interposing). As a matter of fact, don't you know

that the initial conferences with regard to the sale, or the proposition
to sell 1,130,000 shares were held in August of 1928, according to
testimony given before this subcommittee by Arthur W. Cutten?

Mr. CUTTEN. I know that they were held prior to the meeting
I attended. But I did not know that this was discussed until I re-
turned from Europe, in October.

Mr. PECORA. SO the introduction of the subject was on the occasion
of this conference that you are telling us about, which was held
about 3 weeks prior to October 24?

Mr. CUTTEN. Exactly.
Mr. PECORA. DO you know what the market price for the stock

then was on the New York Stock Exchange ?
Mr. CUTTEN. Twenty-eight.
Mr. PECORA. Did you say 28 ?
Mr. CUTTEN. Yes, sir; 28 exactly on the dav of the meeting,

or 28%.
Mr. PECORA. Did Mr. Sinclair indicate what the present need, if

any, was for haste in disposing of 1,130,000 shares of stock?
Mr. CUTTEN. None whatsoever.
Mr. PECORA. What was said by any of those present at that con-

ference that you attended early in October, concerning the value of
the stock?

Mr. CUTTEN. I don't remember.
Mr. PECORA. Well, you do remember that the market quotation for

the stock at that time was 28, and that Mr. Sinclair stated that the
company would sell those 1,130,000 shares for $30 per share. So
that there must have been something said about the question of the
value of the stock.

Mr. CUTTEN. Well, if I recall it correctly, I believe Mr. Arthur
Cutten thought it was too high.

Mr. PECORA. Yes.
Mr. CUTTEN. And Mr. Sinclair said
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Mr. PECORA (interposing). When he expressed himself to that
effect, what did Mr. Sinclair say ?

Mr. CUTTEN. He said he would not take less than $30 per share
for the stock.

Mr. PECORA. Did he say anything which was by way of justifica-
tion for the price of $30 per share for the stock?

Mr. CUTTEN. He may have mentioned the oil industry as a whole,
and the increased earnings of the Consolidated Co.—the Sinclair
Co., I mean.

Senator COUZENS. When that conference was going on, did you
have any financial statement?

Mr. CUTTEN. Of the company, do you mean?
Senator COUZENS. Yes.
Mr. CUTTTEN. Not while the conference was in session; no, sir.
Senator COUZENS. When did you first see a financial statement of

the Sinclair Consolidated Oil Corporation ?
Mr. CUTTEN. After the conference, do you mean ?
Senator COUZENS. Yes.
Mr. CUTTEN. Immediately afterward.
Senator COUZENS. And what did it indicate the stock was worth,

by analysis of the statement?
Mr. CUTTEN. I believe it showed a book value as of the end of

1927 of fifty-some dollars a share.
Senator COUZENS. And how did you account for this stock selling

for 28 or 28*4 when the book value showed $50 plus per share ?
Mr. CUTTEN. I cannot account for thats sir.
The CHAIRMAN. Did you form any independent judgment as to

the real value of the stock, or did you just take Mr. Sinclair's arbi-
trary fixing of a value at $30 a share?

Mr. CUTTEN. NO, sir. I had my statistical department, or I mean
the statistical department of E. F. Hutton & Co., give me some fig-
ures on it. And I looked up Standard Statistics, Moody's, and vari-
ous services that we have, and tried to form my own opinion, tried
to form my own judgment.

Senator COUZENS. Have you here with you a statement as of the
end of 1927 for the Sinclair Consolidated Oil Corporation, that you
have just referred to ?

Mr. CUTTEN. I believe we have.
Mr. TOMPKINS. I think we have, Senator.
Senator COUZENS. I should like to look at it, if you have it. And

you need not wait for me, Mr. Pecora.
Mr. TOMPKINS. I will try to furnish it to you, Senator Couzens,

as soon as I can find it here among my papers.
Senator COUZENS. All right.
Mr. PECORA. Mr. Cutten, were there any other conferences attended

by you, held between this one that you have testified about, and
October 24, 1928?

Mr. CUTTEN. There were.
Mr. PECORA. HOW many such other conferences did you attend in

that period?
Mr. CUTTEN. Perhaps half a dozen.
Mr. PECORA. What was the substance of the conversation or dis-

cussion with relation to this transaction at those half dozen con-
ferences?
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Mr. CUTTEN. Still trying to get together on a price.
Mr. PECORA. Well, did Mr. Arthur W. Cutten remonstrate against

a price of $30 per share which was asked ?
Mr. CUTTEN. Only, as I recall, at the original conference that I

attended.
Mr. PECORA. Well, you said there were about half a dozen other

conferences. Now, in those about half a dozen other conferences,
the discussion had to do with the price ?

Mr. CUTTEN. And who would come in the group if the price was
determined; if it was determined to accept the offer of $30 per share.

Mr. PECORA. Were there any negotiations in those conferences
between Arthur W. Cutten on the one hand and Harry F. Sinclair
on the other, on the matter of price ?

Mr. CUTTEN. Not that I recall. I believe Mr. Cutten was in
Chicago.

Mr. PECORA. Well, did he attend those half dozen other confer-
ences ?

Mr. CUTTEN. NO, sir.
Mr. PECORA. Did you attend them in his behalf ?
Mr. CUTTEN. I did.
Mr. PECORA. And represented his views at those conferences?
Mr. CUTTEN. I did.
Mr. PECORA. Did you have any advices from Mr. Arthur W.

Cutten that governed you in those conferences with regard to the
price he was willing to pay?

Mr. CUTTEN. I believe I did.
Mr. PECORA. And what was the nature of them ?
Mr. CUTTEN. If I recall, on the various telephone conversations

that I made to him, as I would do each and every day, he still be-
lieved that the price was too high.

Mr. PECORA. Well, what representations did you make along those
lines to Mr. Sinclair at those half dozen other conferences ?

Mr. CUTTEN. I told him so.
Mr. PECORA. Well, what representations did he make to justify

the $30 price?
Mr. CUTTEN. I believe all he said was that that was the lowest

price he would take for the shares.
Mr. PECORA. And finally you received instructions from your

cousin, Arthur W. Cutten, to close the transaction at $30 per share?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Well, now, in those half dozen other conferences that

you have referred to, what was said concerning the formation of a
purchasing group ?

Mr. CUTTEN. Mr. Sinclair said that he would take a certain par-
ticipation, and Blair & Co. said they would take a certain partici-
pation, and Chase Securities said they would take a certain partici-
pation.

Mr. PECORA. Who represented Chase Securities Corporation in
those conferences?

Mr. CUTTEN. Mr. Callahan.
Mr. PECORA. He was then president or vice president of it ?
Mr. CUTTEN. I believe vice president.
Mr. PECORA. He is now dead, isn't he?
Mr. CUTTEN. Yes, sir.
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Mr. PECORA. And who represented Blair & Co. in those conferences?
Mr. CUTTEN. Mr. Elisha Walker.
Mr. PECORA. He was the president of Blair & Co. ?
Mr. CUTTEN. He was the president.
Mr. PECORA. And Mr. Sinclair represented himself ?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Were there any attorneys present at those conferences ?
Mr. CUTTEN. Perhaps at the final one, where the syndicate agree-

ment was drawn up. I doubt if there were before that.
Mr. PECORA. DO you know who invited Chase Securities Corpora-

tion to become a participant in this purchasing group ?
Mr. CUTTEN. I do not.
Mr. PECORA. DO you know who invited Blair & Co. to become a

participant ?
Mr. CUTTEN. No; I do not.
Mr, PECORA. DO you know upon whose suggestion they were made

participants ?
Mr. CUTTEN. NO; I do not.
Mr. PECORA. DO you recall that in your testimony here you said

that at the first conference you think you had with Mr. Sinclair
early in October, at which your cousin was present also, Mr. Sin-
clair said something to the effect that he would assist or would form
a purchasing group, and that he wanted Mr. Arthur W. Cutten to
be a participant? Dou you recall that statement?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. At that time did Mr. Sinclair indicate whom he

would invite to become members of the purchasing group?
Mr. CUTTEN. I do not recall that he did; no, sir.
Mr. PECORA. Well, when for the first time did you hear of the

Chase Securities Corporation becoming a member of the purchasing
group ?

Mr. CUTTEN. At the first meeting that I attended when they were
present, when the officer of the corporation was present.

Mr. PECORA. IS that true also with respect to Blair & Co.'s
participation ?

Mr. CUTTEN. I t was.
Mr. PECORA. NOW, what was said concerning the terms of pay-

ment that was to be made for the 1,130,000 shares by this purchas-
ing group?

Mr. CUTTEN. The purchasing group, as I understand it, were to
have 30 days1 grace, and then upon written notice from the treasurer
of the Sinclair Consolidated Oil Corporation, they were to have 30
days more before they had to take up any of the shares, and from
November 24 they would pay the Sinclair Consolidated Oil Cor-
poration 6 percent interest on the amount that they had not taken up.

Mr. PECORA. But they were not to make any payments for another
30 days thereafter ?

Mr. CUTTEN. They were not to make any payment from October
24 to November 24.

Senator COUZENS. And thereafter were to pay 6 percent ?
Mr. CUTTEN. And from then on were to pay 6 percent interest on

the debit balance.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



STOCK EXCHANGE PRACTICES 3225

The CHAIRMAN. What was the course of the market Xrom the 24th
of October on ?

Mr. CUTTEN. Up.
Mr. PECORA. DO you know why there was a delay from the first

conference that you attended early in October until October 24 be-
fore your cousin made a firm commitment to buy the 1,130,000 shares
at $30 per share ?

Mr. CUTTEN. Well, it was under discussion, as I say, in any num-
ber of conferences which I undoubtedly attended, at least half a
dozen.

Mr. PECORA. But there was no firm commitment made to buy until
October 24, 1928, was there?

Mr. CUTTEN. Not until the papers were signed.
Mr. PECORA. Well, that was October 24, 1928; is that right?
Mr. CUTTEN. Yes; but I think it was understood that the purchase

would be made, perhaps 2 or 3, or even 4 days prior to that. The
papers had to be drawn up.

Mr. PECORA. Well, 2 or 3 or 4 days prior the parties agreed
informally ?

Mr. CUTTEN. Informally, correct.
Mr. PECORA. But the firm commitment was not made until

October 24?
Mr. CUTTEN. That is correct.
Mr. PECORA. Why was there a delay of about 3 weeks before

making the firm commitment to buy at $30 a share ?
Mr. CUTTEN. I am sure I don't know.
Mr. PECORA. NOW, meanwhile, during that interval of 3 weeks'

time, what was the course of the market with regard to that stock ?
Mr. CUTTEN. I believe it fluctuated from 28 to about 31 and a

fraction, or 32, and then back to 29 and up to 30.
Mr. PECORA. DO you know what it was on October 24?
Mr. CUTTEN. The closing on October 24 was 35%.
Mr. PECORA. What was it 4 days before that?
Mr. CUTTEN. Thirty.
Mr. PECORA. NOW, when that agreement of October 24 was entered

into by the Sinclair Consolidated Oil Corporation, on the one hand,
and Arthur W. Cutten, on the other, the form of the commitment
was for Arthur W. Cutten individually to buy the 1,130,000 shares
for $30 a share, wasn't it?

Mr. CUTTEN. That is right.
Mr. PECORA. But it was clearly understood among the participants

at conferences that had been held prior to October 24, that Mr.
Arthur W. Cutten was making that commitment actually in behalf
o#f a purchasing group that was composed of himself, Harry F.
Sinclair, Blair & Co., and Chase Securities Corporation?

Mr. CUTTEN. Quite right.
Mr. PECORA. DO you know why the agreement was made by the

Sinclair Consolidated Oil Corporation with Mr. Cutten individually
and not with all1 the four members of that purchasing group ?

Mr. CUTTEN. I do not.
Mr. PECORA. What discussion was had at any of the conferences

prior to the making of that agreement on October 24, that led to the

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3 2 2 6 STOCK EXCHANGE PRACTICES

decision that the purchase agreement was to be made only with Mr.
Arthur W. Cutten as the purchaser ?

Mr. CXJTTEN. None that I can remember.
Mr. PECORA. NOW, you said before that you thought attorneys were

present at the time when the agreement was actually entered into on
October 24.

Mr. CUTTEN. Yes, sir.
Mr. PECORA. DO you recall who those attorneys were, and whom

they represented respectively ?
Mr. CUTTEN. I think Mr. Moore was present.
Mr. PECORA. [Representing whom?
Mr. CUTTEN. Representing the firm of Cravath and
Mr. PECORA (interposing). He represented the firm of Cravath,

de Gersdorff, Swaine & Wood?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Whom did they represent in the transaction?
Mr. CUTTEN. I do not know" whose counsel they were.
Mr. PECORA. Did thejr represent Arthur W. Cutten ?
Mr. CUTTEN. They did not.
Mr. PECORA. Did they represent Mr. Sinclair?
Mr. CUTTEN. I could not tell you.
Mr. PECORA. Did they represent Blair & Co.?
Mr. CUTTEN. I do not know.
Mr. PECORA. Did they represent Chase Securities Corporation?
Mr. CUTTEN. I do not know.
Mr. PECORA. Who prepared the agreement of October 24, 1928, if

you know?
Mr. CUTTEN. I do not know.
Mr. PECORA. Were you present when it was signed?
Mr. CUTTEN. I was.
Mr. PECORA. Where was it signed?
Mr. CUTTEN. I believe in Mr. Sinclair's office.
Mr. PECORA. In New York?
Mr. CUTTEN. In New York; yes, sir. .
Mr. PECORA. That was the office of the Sinclair Consolidated Oil

Corporation, was it ?
Mr. CUTTEN. That was what I meant, yes.
Mr. PECORA. Had you had any transactions prior to that date with

the Sinclair Consolidated Oil Corporation?
Mr. CUTTEN. I had not.
Mr. PECORA. Or with Mr. Sinclair individually?
Mr. CUTTEN. Transactions?
Mr. PECORA. Any kind of business transaction, yes.
Mr. CUTTEN. I had not.
Mr. PECORA. Were you an officer or director of the Sinclair Con-

solidated Oil Corporation at that time ?
Mr. CUTTEN. I was not.
Mr. PECORA. Was your cousin, Arthur W. Cutten?
Mr. CUTTEN. He was not.
Mr. PECORA. YOU knew Mr. Sinclair was chairman of the board,

didn't you? '
Mr. CUTTEN. I did.
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Mr. PECORA. That fact developed and was made known to the
participants at those conferences, wasn't it?

Mr. CUTTEN. I t was.
Mr. PECORA. DO you know whether a meeting of the board of

directors of the Sinclair Consolidated Oil Corporation was held on
that same day, namely, October 24, 1928, at the office of the cor-
poration?

Mr. CUTTEN. I believe it was.
Mr. PECORA. Were you in the office, although not present at the

meeting of the board, at a time when that meeting was held?
Mr. CUTTEN. I do not think so.
Mr. PECORA. Well, had Mr. Sinclair said anything to you about

his ability to have that agreement approved by the board of directors,
I mean the agreement of October 24i

Mr. CUTTEN. He had not.
Mr. PECORA. Had anything been said about obtaining the approval

of the board of directors of the Sinclair Consolidated Oil Corpora-
tion to the transaction?

Mr. CUTTEN. Not that I recall.
Mr. PECORA. Mr. Cutten, here was the corporation itself, making

this agreement to sell to Arthur W. Cutten these 1,130,000 shares at
$30 a share. You were attending half a dozen or more conferences
relating to that transaction before the transaction was consummated
by the agreement of October 24. Do you mean to say that at no
time was anything said by anybody in those conferences concern-
ing the obtaining of the approval, or ratification of the transaction,
by the board of directors of the oil corporation?

Mr. CUTTEN. Not that I know of.
Mr. PECORA. Nobody never discussed that at all?
Mr. CUTTEN. Not that I know of.
Mr. PECORA. Did everyone take it for granted, then, that that

approval would be forthcoming without any question?
Mr. CUTTEN. NO ; it may have been disapproved.
Mr. PECORA. What was said about it at any time in these

conferences ?
Mr. CUTTEN. I do not not believe it was ever mentioned.
Mr. PECORA. YOU mean to say that your cousin and the other par-

ticipants who, it was understood before October 24, were to become
members of the purchasing group, went ahead and entered into all
these negotiations, culminating in the making of a firm agreement,
without discussing the question of whether or not the corporation's
board of directors would approve or ratify the transaction?

Mr. CUTTEN. I believe that is right.
Mr. PECORA. Then, it must have been assumed by everybody that

the corporation's board would ratify it. That is a fair inference, is
it not?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. Without a word being said by anybody about it.
Mr. CUTTEN. Well, I do not recall that anything was said by any-

one.
Mr. PECORA. Did you, as a member of the stock exchange, execute

any orders relating to the buying or selling of the common stock
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of the Sinclair Consolidated Oil Corporation between the time of
the first conference which you attended early in October, and
October 24?

Mr. CUTTEN. I may have, for the customers of my firm.
Mr. PECORA. DO you recall whether the public trading in that

stock was at all active prior to the time that you had this first con-
ference in the early part of October ?

Mr. CUTTEN. I believe it was.
Mr. PECORA. DO you recall whether it became more active after

you had that first conference?
Mr. CUTTEN. I believe it did. I would like to consult the records

as to the volume.
Senator GORE. I wish you would find the fluctuations on October

24 while you are looking at it.
Mr. TOMPKINS. I have a chart here, Senator, that Mr. Pecora

might like to put in the record, of the prices of Sinclair oil from
October 1 down to the time the syndicate was closed, and also the
prices of five other representative oil stocks, and it is surprising to
see how they more or less moved together.

Mr. PECORA. That is generally true, is it not, in an industry?
Mr. TOMPKINS. Yes.
Mr. PECORA. When the stock of one particular concern in an indus-

try moves with any degree of activity the stock of similar corpora-
tions in the same industry moves in sympathy with it.

Mr. TOMPKINS. That is generally so.
Mr. PECORA. SO that any excitation of trading in one of those se-

curities would have its reflection in the trading in similar securities,
would it not?

Mr. TOMPKINS. I t might have; yes, Mr. Pecora.
Mr. PECORA. YOU know that is a fact, do you not, Mr. Cutten?
Mr. CUTTEN. That is so. On October 16 there were 128,000 shares

of Sinclair traded in. On the 17th there were 113,000 shares traded
in. Then it fell to 39,000 shares, 31,000, 25,000, and 33,000. On
October 23 there were 136,000. On October 24, from a low of 32
to a high of 35%, there were 500,700 shares traded in.

Mr. PECORA. DO you recall that day's transactions?
Mr. CUTTEN. I do not recall it; no, sir.
Mr. PECORA. DO you know of any other day prior to that time

when the trading in that common stock reached as high as 500,000
shares in a day's time?

Mr. CUTTEN. I t may have. I will have to look back over the
records.

Senator GORE. HOW much was the next day?
Mr. CUTTEN. The next day there were 493,000 shares traded in.

The following day 178,000 shares traded in; then 70,000 shares
traded in.

Mr. PECORA. I want you to concentrate your recollection on Octo-
ber 24,1928, on the occasion of the signing of the agreement between
the Sinclair company and Arthur W. Cutten. You say that took
place at the office of the Sinclair company in New York?

Mr. CUTTEN. TO the best of my knowledge it did.
Mr. PECORA. YOU were present?
Mr. CUTTEN. I was present.
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Mr. PECORA. HOW long did the conference last that day before the
agreement was actually signed ?

Mr. CUTTEN. I could not tell.
Mr. PECORA. Was it in the forenoon or in the afternoon that it was

signed?
Mr. CUTTEN. TO the best of my recollection it was in the afternoon,

after 3 o'clock.
Mr. PECORA. After the market closed, or before ?
Mr. CUTTEN. I do not know positively. I could not say.
Mr. PECORA. Was Mr. Sinclair in and out of the room where

the conference was being held, at which the agreement was actually
signed ?

Mr. CUTTEN. Not that I remember; no.
Mr. PECORA. Was he present throughout the conference?
Mr. CUTTEN. I believe he was.
Mr. PECORA. DO you recall, at that conference, anything being

said by anyone whomsoever about the board of directors of the oil
corporation ratifying or approving the agreement?

Mr. CUTTEN. I do not think so.
Mr. PECORA. When was delivery of the 1,130,000 shares of the

stock made by the oil corporation?
Mr. CUTTEN. Five hundred thousand shares December 24, for

$15,000,000; 630,000 shares on December 31, for $18,900,000.
Mr. PECORA. Five hundred thousand shares on what date, did you

say—December 24 ?
Mr. CUTTEN. The 27th, it shows here. I thought it was the

24th—for $15,000,000. On December 31, 630,000 shares for
$18,900,000.

Mr. PECORA. Meanwhile the trading syndicate that you referred
to in the early part of your testimony as having been formed at
about the same time, or the following day, had some very active
market operations in the stock, had it not ?

Mr. CUTTEN. Up to and including the 31st of December, do you
mean?

Mr. PECORA. Up to the 27th of December, the date when delivery
was first made of any of the shares.

Mr. CUTTEN (after conferring with an associate). I t appears as
though they purchased two hundred thousand odd shares, and sold
two hundred thousand odd shares.

Mr. PECORA. That is, the trading syndicate ?
Mr. CUTTEN. The trading syndicate.
Mr. PECORA. Between October 25 and December 27?
Mr. CUTTEN. Between November 5 and December 21.
Mr. PECORA. Did not the trading syndicate have any trades in the

stock prior to November 5 ?
Mr. CUTTEN. The trading account did not. The initial transac-

tions took place on November 5, 50,900 shares purchased.
Mr. PECORA. When was there for the first time, to your knowledge,

any discussion about the formation of a trading account?
Mr. CUTTEN. Simultaneously with the formation of the syndicate

account.
Mr. PECORA. That is, at all the times during which negotiations or

conferences were being held with relation to the purchase from the
175541—34—PT 7 2
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oil corporation of the 1,130,000 shares, discussion was also had by
the parties to those conferences about the formation of the trading
account?

Mr. CUTTEN. No, sir.
Mr. PECORA. When was the first discussion or conference about the

formation of a trading account?
Mr. CUTTEN. When the decision was reached to buy the 1,130,000

shares.
Mr. PECORA. YOU said that decision was informally reached about

3 or 4 days prior to October 24.
Mr. CUTTEN. Yes.
Mr. PECORA. Who took part in the conferences with respect to the

formation of the trading account?
Mr. CUTTEN. I believe the same that were at the other conferences.
Mr. PECORA. That is, you and Mr. Sinclair
Mr. CUTTEN. Yes.
Mr. PECORA. The representatives of Blair & Co. ?
Mr. CUTTEN. Yes.
Mr. PECORA. The representatives of the Chase Securities Cor-

poration ?
Mr. CUTTEN. Yes.
Mr. PECORA. Anyone else, or the representatives of anyone else?
Mr. CUTTEN. NO.
Mr. PECORA. When did the Shermar Corporation come into the

negotiations, either in connection with the formation of the pur-
chasing group, or the formation of the trading account?

Mr. CUTTEN. I do not remember that.
Mr. PECORA. Who represented the Shermar Corporation at any

of those conferences ?
Mr. CUTTEN. I do not recall that anyone did.
Mr. PECORA. What is that?
Mr. CUTTEN. I do not recall that anyone did,
Mr. PECORA. Who indicated that the Shermar Corporation would

become a participant in the purchasing group? Was it Mr.
Callahan?

Mr. CUTTEN. I could not swear to it.
Mr. PECORA. But at no time was there a representative of the Sher-

mar Corporation in any of the conferences ?
Mr. CUTTEN. Not to the best of my knowledge and belief.
Mr. PECORA. Did you know what kind of corporation the Sher-

mar Corporation was at that time ?
Mr. CUTTEN. I had an idea; yes, sir.
Mr. PECORA. What was your idea ?
Mr. CUTTEN. That it was Mr. Wiggin's holding company.
Mr. PECORA. Was it something more than an idea that you had

along those lines?
Mr. CUTTEN. NO, sir.
Mr. PECORA. Had you heard of it prior to these conferences?
Mr. CUTTEN. Probably so.
Mr. PECORA. And had heard of it as a private company belonging

to Mr. Wiggin ?
Mr. CUTTEN. Yes, sir.
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Mr. PECORA. YOU had never had any business transactions with it
before, had you?

Mr. CUTTEN. No, sir.
Mr. PECORA. HOW do you account for the fact, Mr. Cutten, that

through all these conferences relating to the formation of the pur-
chasing group, no one was present representing or speaking for the
Shermar Corporation.

Mr. CUTTEN. I cannot account for that.
Mr. PECORA. Who first indicated that the Shermar Corporation

was going to be a participant in the purchasing group ?
Mr. CUTTEN. I do not recall who it was that first indicated it.
Mr. PECORA. Then, it became a participant without any repre-

sentative attending any of the conferences which led to the forma-
tion of the purchasing group, so far as you know?

Mr. CUTTEN. SO far as I Know, yes, sir.
Mr. PECORA. And is the same true with regard to the formation

of the trading account?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Who indicated, at these conferences, the extent of the

participation that the Shermar Corporation would take in the pur-
chasing group ?

Mr. CUTTEN. I do not know that anyone did, sir.
Mr. PECORA. NOW, at any time up to the 27th of December 1928,

when the first delivery of any of this stock was made to the pur-
chasing group—the delivery, you said, amounting to 500,000 shares,
for $15,000,000—was anything said about how that purchase was to
be financed?

Mr. CUTTEN. NO, sir.
Mr. PECORA. Well, when the $15,000,000 was paid on December

27,1928, do you know who paid it?
Mr. CUTTEN. E. F. Hutton & Co., my firm.
Mr. PECORA. From whom did E. F. Hutton & Co. obtain the money

with which to make such payment ?
Mr. CUTTEN. From the syndicate account.
Mr. PECORA. DO you know where the syndicate account got it?
Mr. CUTTEN. The syndicate account at that time had sold, on

balance, I believe, a couple of hundred thousand shares of stock,
about 200,000 shares of stock on balance, which represented a profit
on the 200,000 shares that had been sold.

Mr. PECORA. Of how much?
Mr. CUTTEN. What do you mean, " of how much "?
Mr. PECORA. Which represented a profit of how much?
Mr. CUTTEN. On the 200,000 shares that were sold.
Mr. PECORA. HOW much profit was realized on the sale of those

200,000 shares?
Mr. CUTTEN. Perhaps a little less than $2,000,000.
Mr. PECORA. That is about a 10-point profit,
Mr. CUTTEN. About a 10-point profit; perhaps less.
Mr. PECORA. That profit had been realized by sales in the open

market through the exchange?
Mr. CUTTEN. The 200,000 shares of stock, and the other 300,000

shares that were received in—the whole 500,000 shares were received
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at 30, so there was really a 25 percent margin on the balance of the
stock that the syndicate was long. The participants of the original
syndicate did not have to be called upon for margin to finance the
transaction for that reason.

Mr. PECORA. Was that in accordance with the original terms under
which the sale of the 1,130,000 shares was made to Arthur W.
Cutten?

Mr. CUTTEN. The receiving in of the stock in accordance with the
terms ?

Mr. PECORA. Payment of the stock in that fashion.
Mr. CUTTEN. Yes. We paid for the stock on the 27th, and paid

them interest at 6 percent from the 24th of November up to and
including the 27th of December.

Mr. PECORA. Meanwhile, where did the syndicate get the 200,000
shares from which it had sold ?

Mr. CUTTEN. Borrowed it.
Mr. PECORA. From whom?
Mr. CUTTEN. Various brokers.
Mr. PECORA. Then it was selling short.
Mr. CUTTEN. They were; to make delivery the following day to

people who had purchased the shares from them.
Mr. PECORA. DO you know why it was done in that fashion ?
Mr. CUTTEN. I do not.
Mr. PECORA. NOW, with regard to the formation of the trading

account
Senator GORE. May I ask a question right there?
Mr. PECORA. Certainly.
Senator GORE. This syndicate agreement was signed on October

24, 1928; is that right?
Mr. CUTTEN. That is correct, sir.
Senator GORE. And it involved 1,130,000 shares?
Mr. CUTTEN. That is correct, sir.
Senator GORE. The price was $30?
Mr. CUTTEN. That is correct.
Senator GORE. The stock opened that day at 32; is that right ?
Mr. CUTTEN. That is correct.
Senator GORE. I t closed that afternoon at 35%, did it not?
Mr. CUTTEN. That is right, or 35%.
Senator GORE. The value of that stock on the market at the close

that day, on 1,130,000 shares, was $6,000,000 more than they agreed to
pay for it that day, was it not, stipulated in the contract signed that
day to be paid ?

Mr. CUTTEN. Yes, sir.
Senator GORE. That was a profit for each of the four participants

of $1,500,000 on the day the transaction was consummated.
Mr. CUTTEN. Based upon the closing price; yes, sir. But prob-

ably in the forenoon the directors had agreed to sell the stock. I
believe the directors' meetings were always held in the morning, at
11 or 11:30 in the morning. There was no telling whether the stock
would close at 35% that night, at 3 o'clock, or whether it would
close at 29%.

Senator GORE. I understand that. They had good luck.
Mr. PECORA. YOU say probably the directors' meeting of the Sin-

clair Consolidated Oil Corporation was held in the forenoon.
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Mr. CUTTEN. That is a matter of record, sir. You can find out.
Mr. PECORA. YOU just made the observation yourself, in answer to

Senator Gore's last question, that probably the board of directors'
meeting was held at 11 o'clock that morning.

Mr. CUTTEN. Yes, sir.
Senator COUZENS. YOU had previously testified that you thought

it was concluded after the market had closed on that day.
Mr. CUTTEN. I meant the signing of the agreement.
Mr. PECORA. NO ; I asked you at that time about the meeting of

the board of directors.
Mr. CUTTEN. I did not understand your question. I am sorry.
Mr. PECORA. I asked you also at that time whether anything at

all was said at the conference at which the agreement of October 24
was signed, about any ratification by the board of directors of the
oil corporation, and you said nothing was said.

Mr. CUTTEN. I said I did not recall.
Mr. PECORA. Or that you could not recall. What was the opening

price on October 25, 1928?
Mr. CUTTEN. October 25? I do not know. I haven't it here. I

have the high and the low, and the close.
Mr. PECORA. What was the range on October 25 ?
Mr. CUTTEN. 35% low, 37% high, 363^ close.
Mr. PECORA. HOW many shares were traded in that day, October 25 ?
Mr. CUTTEN. 493,200.
Mr. PECORA. That compares with trading of upwards of 500,000

shares the preceding day.
Mr. CUTTEN. That is correct.
Mr. PECORA. What was said concerning the purposes for which

this trading account was to be formed, at the time it was first
discussed ?

Mr. CUTTEN. I t was to help maintain a market. If
Mr. PECORA. What do you understand by that term?
Mr. CUTTEN. TO be able to purchase shares when necessary if the

market should start to decline. In other words, if the syndicate ac-,
count had been unable to dispose of any shares in the open market,
the original agreement was so written that the syndicate account
could not have purchased 100 shares of stock. They were limited to
a commitment of 1,130,000 shares of stock, which they had made a
firm purchase on.

Senator GORE. HOW many shares w^re outstanding at that time ?
Mr. CCJTTEN. Four million some hundred thousand.
Senator GORE. And they were handling about a fourth of all?
Mr. CUTTEN. That is right.
The CHAIRMAN. That is the common stock?
Mr. CUTTEN. That is the common stock, Senator; yes, sir.
Mr. PECORA. Was it not understood by those who caused the trad-

ing account to be formed that one of the purposes of the formation
of the trading account was, as you put it, to maintain the market
and in order to enable the purchasing group to sell to the public at
a profit the 1,130,000 shares which they had agreed to buy at $30 per
share ?

Mr. CUTTEN. NO, sir.
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Senator GORE. I t was not to lift the price above the purchase
price, but to keep it from falling below it. Was that the idea ?

Mr. CUTTEN. No, sir; not to keep it from falling below it.
Senator GORE. YOU said to maintain a market.
Mr. CUTTEN. TO maintain a market. They would have purchased

it on a scale down, as the market receded, just to maintain an orderly
market.

Mr. PECORA. Had the market been disorderly prior to October 24 ?
Mr. CUTTEN. NO, sir.
Mr. PECORA. What occasion was there to believe that the trading

syndicate or trading account was necessary in order to maintain an
orderly market, if there had been no disorderly market prior to
October 24?

Mr. CUTTEN. The only way I can answer that is that such groups
usually have buying power enough to maintain a market after such
syndicates are formed.

Mr. PECORA. That is, after the formation of purchasing syndicates
it is usual for them to cause to be formed a trading account or syndi-
cate to maintain the market. That is the usual procedure, is it?

Mr. CUTTEN. If the original syndicate is not formed for a greater
amount of shares than they contract for privately, yes, sir; I believe
that a secondary account is formed.

Mr. PECORA. And that is a very frequent occurrence, is it not ?
Mr. CUTTEN. I have no other knowledge than this, sir.
Mr. PECORA. That is to say, these trading accounts as a rule go

hand in hand with purchasing groups, do they ?
Mr. CUTTEN. Yes, sir; to the extent that they try to maintain a

market with the syndicate.
Mr. PECORA. NOW, this purchasing group had no intention of

holding on to this block of stock, did it ?
Mr. CUTTEN. The original purchasers?
Mr. PECORA. Yes. I mean the purchasing group that was eventu-

ally composed of Arthur Cutten, Harry Sinclair, Blair & Co., the
Chase Securities Corporation, and the Shermar Corporation.

Mr. CUTTEN. Not if they could remarket it at a profit; no, sir.
Mr. PECORA. And that was their purpose and intent, was it not?

to remarket it at a profit ?
Mr. CUTTEN. Yes.
Mr. PECORA. In other words, this purchasing group did not buy

the stock with a view of holding on to it for any long period of time
as an investment ?

Mr. CUTTEN. NO, sir; not unless they were forced to do so by
market conditions.

Mr. PECORA. And the trading account was formed in order that
they might not be forced to do so by market conditions, was it not?

Mr. CUTTEN. NO, sir; I cannot agree with you on that.
Mr. PECORA. DO you disagree with me on that?
Mr. CUTTEN. That the trading account was formed primarily to

enable the syndicate account to dispose of their shares ?
Mr. PECORA. At a profit; yes.
Mr. CUTTEN. At a profit.
Senator COUZENS. DO you agree with that?
Mr. CUTTEN. NO, sir; I do not agree with that.
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Mr. PECORA. DO you disagree with that ?
Mr. CUTTEN. I disagree with it.
Mr. PECORA. Entirely?
Mr. CUTTEN. You are putting the question, of course, in a different

way, differently than I have ever thought of the trading accouwt
before, as to the syndicate. As I say, the group had no purchasing
power whatsoever when the original syndicate was formed, and, the
second day after the contract was signed, had the stock gone down,
had there been a break in the general market, had the original syndi-
cate been unable to dispose of 100 shares of stock, they could not
have bought 100 shares of stock, regardless of where the market went.
If the market went to $20 a share, they could not have purchased
100 shares of stock.

Senator GORE. Why did they enter intoi a syndicate of that sort,
and limit themselves in that way ? There was no necessity for such
limitation.

Mr. CUTTEN. NO, sir.
Senator GORE. Was it not to create an occasion for this other

concern ?
Mr. CUTTEN. Will you repeat that, please?
Senator GORE. In other words, to have two concerns operating, so

that they could buy and sell to each other if they saw fit.
Mr. CUTTEN. Both of them could have been one, Senator.
Senator GORE. Yes.
Mr. CUTTEN. Had the original syndicate been drawn for 1,500,000

shares, or 2,000,000 shares of stock, and had only purchased pri-
vately 1,130,000 shares of stock, then they would have been able
to make purchases to maintain the market had the market started
to recede.

Senator GORE. And there might have been the situation of buying
and selling the same day?

Mr. CUTTEN. YOU mean as between the two accounts?
Senator GORE. NO; the same concern or syndicate could buy and

sell the same day, if they had reserved that power, but that would
have shown up in a ratner worse light than to have the syndicate
limited in the amount it could buy and sell, and to have another
concern owned and operated by the same people, operating at the
other end of it, if necessary, or on the other side.

Mr. CUTTEN. NO, sir; I do not believe so, for this reason that the
two accounts could be combined. The trading account and the
syndicate could have been combined.

Senator GORE. Here is what I mean. The syndicate, we will say,
sold 100.000 shares one day.

Mr. CUTTEN. Yes, sir.
Senator GORE. And the trading concern bought 100,000 shares

the same day. That would not look quite as bad as for the syndi-
cate to sell 100,000 and buy 100,000 the same day itself. I do not
know that there would be any difference in effect. The books would
look a little worse in an investigation like this, if possible.

Senator COUZENS. That is not possible.
Mr. CUTTEN. Both of these accounts can be put together. You can

consider them as one account, and the syndicate account never sold
to the trading account, nor did the trading account ever sell to the
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syndicate account, except on the very last day, when the syndicate
account sold

Senator GORE (interposing). Well, of course, that would not make
any difference, Mr. Cutten, whether the syndicate when it sold the
stock sold it to them. It would not make any difference whether
the stock it sold was actually bought by the trading concern or not.
If the syndicate sold to John Doe and the trading account bought
from Kochard Roe the same amount, it would be the same thing as
if the syndicate had sold to the trading concern, would it not, so far
as the effect or reaction on the market is concerned ? I t would be the
same thing, would it not?

Mr. CUTTEN. The same effect on the market?
Senator GORE. Yes.
Mr. CUTTEN. AS though they traded between themselves?
Senator GORE. Yes.
Mr. CUTTEN. The syndicate to the trading account?
Senator GORE. Yes, exactly; a sale to sale and a purchase to pur-

chase, no matter who the parties are, and they would work in
concert?

Senator COUZENS. And undoubtedly did, according to the records
that we have.

Mr. CUTTEN. Well, that is wrong, Senator. They never did sell.
Senator COUZENS. The record was placed here last week indicating

perfectly clear to anybody that had any imagination at all that they
were wash sales, because the amounts were so balanced that no one
could conceive otherwise.

Mr. CUTTEN. Senator, there was never a wash sale made in either
one of these accounts. There has never been a wash sale in anything
that I ever had anything to do with or my firm ever had anything
to do with.

Senator GORE. Well, not in tho strict sense or strict definition of
the term, but would it not be the same thing? You take in the in-
stance Senator Couzens referred to. The syndicate sold a thousand,
say, in 1 day—it was approximately that?

Mr. CUTTEN. Yes.
Senator GORE. The trading concern bought fifty-odd thousand?
Mr. CUTTEN. Yes, sir.
Senator GORE. NOW, did these two concerns exercise independent

judgment and act on their judgment ? That is, the syndicate thought
it was a good time to sell and the trading concern thought it was a
good time to buy, and the people who were manipulating the two
concerns were exactly the same people tonuing two judgments in
the opposite directions at the same moment?

Mr. CUTTEN. That is just about it, Senator, because the syndicate
sold on the scale-up and the purchasing account bought on the way
down.

Senator GORE. If the syndicate then had reserved the power to do
both, it would have been buying and selling at the same moment,
would it not?

Mr. CUTTEN. Not on the same moment; no sir.
Senator GORE. Well, approximately?
Mr. CUTTEN. Yes, approximately.
Senator GORE. If it had done that, that would have been a wash

sale, would it not?
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Mr. CUTTEN. No, sir; not unless they bought and sold
Senator GORE (interposing). Well, in substance—or a match sale,

whatever you call it?
Mr. CUTTEN. No, sir; it would not. For instance, in maintaining

a market, Senator, if I should bid 41% for a hundred shares of stock
and offer a hundred shares of stock at 41%, a broker may come to
the Sinclair post and sell me a hundred at 4114, and another broker
may walk up and buy two or three from me at 41%. That is what
I mean in maintaining a market. I always tried to maintain a mar-
ket where the bidder announced quotations of a quarter of 1 percent
apart, so there would not be wide fluctuations between sales.

Senator GORE. Your idea is that a wash sale or a match sale in-
volves exactly the same quotations or same price?

Mr. CUTTEN. I t has to be. That is a wash sale—no change of
ownership, a fictitious price printed on the New York Stock Ex-
change to influence the price of a security.

Now, on that November 5 that you refer to, Senator, of the hun-
dred thousand shares of stock sold for one account and 50,000 shares
purchased for the other, that appears as though there is 150,000
shares of that stock traded out of the total volume of 210,000 shares
of stock.

Mr. PECORA. One moment, Mr. Cutten. Have you given all the
day's trades on that November 5 ?

Mr. CUTTEN. NO; I am speaking of that one particular day, Mr.
Pecora.

Mr. PECORA. I am speaking of that one particular day, too.
Senator GORE. The total sales on that day aggregated how much?
Mr. CUTTEN. TWO hundred and ten thousand shares of stock.
Senator GORE. Have you the figures there at which the syndicate

sold that day and at which the trading concern bought ?
Mr. CUTTEN. Yes, sir. I wanted to bring this out, Senator, that

when this syndicate account sold a hundred thousand six hundred
shares of stock and the Sinclair trading account purchased 50,900
shares of stock, instead of that appearing to you gentlemen as
though that was one hundred and fifty-some thousand shares of stock
traded in out of the total of 210,000 shares of stock it really was
this—these figures are taken from our ledger date which happens
to be November 5, which was a Monday. The ledger date is the
date of trades made on Friday or Saturday, 2 days.

Mr. PECORA. IS it the date of clearance ?
Mr. CUTTEN. I t is the date of clearance of those trades. So there-

fore, on Friday and Saturday: On Saturday, the 3d, there were
160,000 shares traded in, and on Friday the 2'd there were 548,000
shares traded in. So that was a total of 700,000 shares of stock
traded in in 2 days, and one account purchased 50,000 shares, and
the other sold 100,000 shares.

Senator GORE. On the 2 days ?
Mr. CUTTEN. In the 2 days; yes, sir. Now then, when I say 700,000

shares of stock were recorded on the New York Stock Exchange on
those 2 days, carried officially, and also in the paper, it really meant
that 1,400,000 shares of stock was traded in, because there has to be
a seller for every 100,000 shares of stock that is purchased, and one
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man sells to another man when that trade is established. So, in the
clearing house on Monday it meant that 1,400,000 shares of Sinclair
Oil changed hands.

Senator GORE. Oh, it does not mean that, does it ?
Mr. CUTTEN. Yes, sir. There has to be a seller for every 100

shares of stock purchased.
Senator GORE. I know that; but suppose you sell 10 horses; John

Doe sells 10 horses to Richard Roe. John Doe sold 10 horses to
Richard Roe and Richard Roe bought 10 horses from John Doe, but
there were not 20 horses. You sell 100,000 or 700,000 shares of stock.
Suppose John Doe sells 700,000 shares of Sinclair Oil stock and
Richard Roe buys 700,000 shares of stock. That is all there is to it,

Mr. CUTTEN. There are purchasers for the 700,000 shares.
Senator GORE. Oh, certainly.
Mr. CUTTEN. Because the various houses buy and sellers in the

various houses sell.
Senator GORE. Certainly.
Mr. CUTTEN. So in the clearing house it would show that the

transactions of Sinclair on those 2 days, according to the New York
Stock Exchange records, would be 1,400,000 shares of stock.

Senator GORE. When we see listed in the papers every day the
number of shares turned during the day, does that mean that twice
as many turned as there were?1

Mr. CUTTEN. Yes, sir. There is a seller for every buyer.
Senator GORE. I know there is a seller for every buyer. I t takes

two to make a trade. But there is only one thing traded in. What
one sells the other buys.

Mr. CUTTEN. That is true, but
Senator GORE (interposing). Take one apple. If John Doe sells

one apple to Richard Roe, one sells and the other buys. I t takes the
two to make the participants in the trade, but there are not two
apples. I do not know how you keep your books. Now, I am not
challenging your statement about that. Certainly that is a revela-
tion, if once 1 makes 2 after all.

Mr. CUTTEN. Well, there is a customer, of course, that has to sell
and a customer that has to buy the same, the same as you say with
the apples.

Senator GORE. Yes; but one sells and the other buys. One does
not sell one thing and the other buy something else.

Mr. CUTTEN. The number of shares traded in, yes, or 700,000
shares of stock.

Senator GORE. Yes.
Mr. CUTTEN. But the deliveries in the clearing house, there are

shares going in to 700,000 buyers and there are shares coming from
700,000 sellers.

Senator GORE. Yes; that is undoubtedly true.
Mr. CUTTEN. SO there really have been 700,000 shares of stock

delivered.
Senator GORE. Passed from one to the other. Certainly.
Mr. CUTTEN. Yes; that is true. Yes.
Senator GORE. IS the formation of these pools and syndicates a

common practice in the market, or is it rather unusual, exceptional?
Senator GOLDSBOROUGH. Are you asking if it " is " or it " was " ?
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Senator GORE. I will divide, get the past tense first, and then the
present.

Senator GOLDSBOROUGH. That is the way you did on these two
things that you are talking about; he is a buyer and he is a seller.

Senator GORE. IS it the practice, Mr. Cutten ?
Mr. CUTTEN. I don't think so; no, sir.
Senator GORE. Then what are the exceptional circumstances that

justify it as a sort of an exception? What is the motive and the
object back of the formation of a pool or syndicate?

Mr. CUTTEN. TO make some money.
Senator GORE. Incidentally?
Mr. CUTTEN. Incidentally.
Senator GORE. Yes, sir. Out of whom? [After a pause.] I get

your point and I know who is going to make the money. The people
who are operating the pools or syndicates.

Mr. CUTTEN. Not always.
Senator GORE. Well, but that is the object and the motive. Now

who are they going to fleece ? If they make, not necessarily somebody
else loses.

Mr. CUTTEN. NO, sir.
Senator GORE. But somebody else would have made more if they

had not operated in a particular transaction. What I am trying
to get at, Mr. Cutten, is this: Now you are a broker on the exchange.
Of course, I think an exchange as a place where people can sell bonds
and stocks and securities when they get ready and where they can
buy when they get ready to buy is indispensable. Yet I think the
abuses of the market are tempting people to destroy the whole
establishment, which would be a calamity. But I am trying to get
you to tell out of your experiences the abuses, so that we can operate
on the abuses and not on the market. If you do not help us to do
that, people may operate on the market itself. They may abolish
the exchange, when what we want to do is improve it, make it a
fair trading place where people can buy and sell in good faith and
get what they are buying, and not have somebody on the side that
is cheating them out of their money on the market, that they do
not know about. Now that is the point. If these pools and syndi-
cates are formed to rig the market and run it up when there is not
a legitimate advance or running down when there is not any reason
for its decline, that is the sort of fellows we want to stop.

Mr. CUTTEN. Yes, sir.
Senator GORE. If we do not stop them, why, they may stop the

market, and that is a good deal like abolishing a red-light district,
which would make it worse instead of better. [Prolonged laughter.]

I am trying to find some way now to save you fellows' lives. You
are committing suicide and you don't know it. We are trying to
protect you against yourselves.

If you have any suggestions to make now or later on, I wish
you would submit them, because I am serious about this. I think
there are some abuses. The public undoubtedly thinks so. I think
the public is right about it, and I think the public may go too far
if we do not go some distance now in correcting real abuses.

Mr. TOMPKINS. May we submit them in writing, Senator?
Senator GORE. Yes.
Mr. TOMPKINS. We will be very glad to.
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Mr. PECORA. DO you know of any abuses of the kind that have
been referred to by Senator Gore, Mr. Cutten ?

Mr. CUTTEN. Of rigging the markets ?
Mr. PECORA. Yes.
Mr. CUTTEN. I believe, Mr. Pecora, that markets cannot be rigged

when they are broad and active. Manipulation of a stock is mark-
ing a stock up or marking a stock down without a bonafide pur-
chase or a bonafide sale, such as wash sales. The broader the
public market, the more active the public may be in that particular
market, the more impossible it is to really manipulate the market.
When manipulation starts you have to absorb nearly all the floating
supply of the stock before you can manipulate it. In that sense of
the word that is what " manipulate " means.

Mr. PECORA. AS a rule, what percentage of the outstanding stock
constitutes the floating supply?

Mr. CUTTEN. YOU would have to get the records of the company
to determine that.

Mr. PECORA. From your experience of many years as a broker ?
Mr. CUTTEN. I would not know. I would not know, sir. There

is no way of determining that. A company may have 30,000 stock-
holders or it may have 50,000 stockholders. I t is usually the amount
of stock that is floating in Wall Street in brokers' hands.

Mr. PECORA. That is, the floating stock is usually the stock in
the hands of the brokers ?

Mr. CUTTEN. Yes, sir. In the hands of the brokers.
Mr. PECORA. Available for borrowing or lending and so forth ?
Mr. CUTTEN. That is correct. But you never can tell when an

investor will sell his own holdings if the stock goes too high. I have
not been in Wall Street many years.

Mr. PECORA. HOW many years have you been a member of the
exchange?

Mr. CUTTEN. Since 1925.
Mr. PECORA. That is 8 years?
Mr. CUTTEN. Eight years. There are only two that I remember

of, real manipulations in Wall Street. Those were the Stutz cor-
ner and Piggly Wiggly, and both of them ended disastrously.

Mr.' PECORA. YOU have referred to circumstances under which
rigging would be well-nigh impossible. Now under what circum-
stances is rigging possible, where there is no broad market?

Mr. CUTTEN. Only when there is no broad market, where the se-
curity may be quoted 50 bid, offered at 60. Then you could trade
with yourself some place between 50% and 59%. There would be
no change of ownership.

Mr. PECORA. Where there is a broad market in the stock it is not
necessary for a trading account to operate, is it?

Mr. OUTTEN. Where there is a broad market in the stock?
Mr. PECORA. Yes.
Mr. CUTTEN. Well, there should be, to maintain a market.
Mr. PECORA. If the market is broad it maintains itself, doesn't it ?
Mr. CUTTEN. AS a rule.
Mr. PECORA. SO there is no occasion in such instances for the opera-

tion of a trading account, is there ?
Mr. CUTTEN. Except to make money and except to maintain the

market. At times the public may come in and buy great quantities
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of the stock, and then they will cease. They may turn sellers within
a day or two. Some news may come out which causes a general
reaction. There may be a vacuum after the public's enthusiasm
wanes, and the stock starts going down immediately.

Mr. PECORA. And then the trading account starts to operate in
order to maintain the market?

Mr. CUTTEN. I t supports it on the scale down.
Mr. PECORA. TO maintain it?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. TO keep prices from breaking?
Mr. CUTTEN. To maintain an orderly market on the doAvnside.
Mr. PECORA. And by that you mean to keep prices from breaking?
Mr. CUTTEN. NO, sir.
Mr. PECORA. What do you mean by " maintaining an orderly mar-

ket on the downside?"
Mr. CUTTEN. Bid at every quarter of a point down, so that if the

last sale is 39 and the best bid the specialist may have on his book
is 38, it does not break on 1 sale of stock 1 point between sales.

Mr. PECORA. That is to prevent the market from breaking, is it
not?

Mr. CUTTEN. Well, yes, the way you put it, yes, sir. But I may
buy only 2 or 3 hundred shares at 8% and 3 or 4 hundred at 8%, and
then probably a thousand shares at Sy2. I am backing away all the
time. I am not standing at a point and pegging the price. " That is
financial suicide. It always has been proven so.

Mr. PECORA. NOW, this purchasing syndicate commenced to buy
and sell this Sinclair Consolidated common stock as soon as it en-
tered into this agreement on October 24, did it not ?

Mr. CUTTEN. The syndicate; yes, sir.
Mr. PECORA. Who handled those orders for the purchasing syndi-

cate?
Mr. CUTTEN. I did.
Mr. PECORA. Were they all handled by E. F. Hutton & Co., or were

any of them executed by other brokers ?
Mr. CUTTEN. Other brokers executed some of them.
The CHAIRMAN. Then the public did not know anything about this

1,130,000 shares being acquired by this syndicate?
Mr. CUTTEN. Yes; they did, sir.
The CHAIRMAN. HOW did they know about it?
Mr. CUTTEN. They knew it through the public press. The price

was not given. The amount of shares was not definitely given. I
believe one paper quoted a million shares of stock had been acquired,
and I believe another paper quoted that 1,300,000 shares of stock
had been acquired.

Mr. PECORA. But without mentioning the price?
Mr. CUTTEN. But did not mention the price; no, sir.
Mr. PECORA. SO that the public had no information at all concern-

ing the essential fact that the sale was made for a certain figure?1

Mr. CUTTEN. NO, sir.
Senator GORE. When they delivered this 500,000 shares the com-

pany delivered that on December 27?
Mr. CUTTEN. Five hundred thousand shares; yes, sir.
Senator GORE. The company delivered that much stock?
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Mr. CUTTEN. Yes, sir; we, E. F. Hutton & Co., drew a check for
$15,000,000 to the Sinclair Oil Co., and on December the 31st we
drew a check payable to the Sinclair Oil Co. for $18,900,000.

Senator GORE. This was treasury stock?
Mr. CUTTEN. NO, sir; it was not treasury stock; it was authorized

stock.
Mr. PECORA. If a purchaser or a purchasing syndicate had gone

into the market to buy in the open 1,130,000 shares of a security,
inevitably the price would have gone up, would it not?

Mr. CUTTEN. Yes, sir.
The CHAIRMAN. HOW much of the stock had you sold at the time

this 500,000 shares was delivered to you ?
Mr. CUTTEN. I believe approximately 200,000 shares, Senator.
Mr. PECORA. What was the largest number of brokerage houses

that were used by E. F. Hutton & Co. at any one time in executing
the orders on behalf of the purchasing syndicate?

Mr. CUTTEN. In any one time during the day or the whole day,
you mean?

Mr. PECORA. Yes.
Mr. CUTTEN. Or just at one time during the day?
Mr. PECORA. Well, we will say the largest number on any one day.
Mr. CUTTEN. The largest number on any one day ?
Mr. PECORA. Yes.
Mr. CUTTEN. I don't imagine more than 2, or probably 3 at the

most. That is, orders would have been given for the other broker
to clear the stock for E. F. Hutton & Co.

Mr. PECORA. Not to clear the stock alone; to actually execute the
orders ?

Mr. CUTTEN. Oh, perhaps dozens.
Mr. PECORA. Dozens?
Mr. CUTTEN. Perhaps dozens.
Mr. PECORA. And what is the reason for that, Mr. Cutten? Why

could not E. F. Hutton & Co. execute these orders itself?
Mr. CUTTEN. E. F. Hutton has about 20 brokers on the floor of

the New York Stock Exchange who trade for them.
Mr. PECORA. And in addition to that it employed dozens of other

houses to execute these orders?
Mr. CUTTEN. Not dozens of other houses; no, sir. Perhaps 3 or

4,1 said. Where the house would clear, where I would give a house
10,000 shares of stock to sell at a fixed price or at the market and
clear for E. F. Hutton & Co.

Mr. PECORA. HOW many floor members did E. F. Hutton & Co.
have?

Mr. CUTTEN. TWO until January 1,1929, and three thereafter.
The CHAIRMAN. Did each of these dozen brokers get a commission

on each transaction?
Mr. CUTTEN. Yes, sir; they get $2.50 a share, which is the floor

brokerage which is always paid.
The CHAIRMAN. And then you would get commission on top of

that?
Mr. CUTTEN. We would get $15 or $17.50 a hundred, whichever

the commission is. But we would pay the floor broker $2.50 out of
our commission.
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Mr. PECORA. NOW, on October 26, 1928, according to an exhibit in
evidence as exhibit no. 113, the syndicate, which is the purchasing
group, bought 2,400 shares of Consolidated Oil and sold 23/T00 shares.

Mr. CUTTEN. What group is that, sir ?
Mr. PECORA. The syndicate, the purchasing group.
Mr. CUTTEN. On what date?
Mr. PECORA. October 26, 1928.
Mr. CUTTEN. October 26; yes, sir.
Mr. PECORA. Are those figures correct ?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Were those orders executed by E. F. Hutton & Co. ?
Mr. CUTTEN. I believe they were executed by me on the floor of

the stock exchange.
Mr. PECORA. Are you sure of that, entirely?
Mr. CUTTEN. I believe so. I would have to refer to records to

find out definitely.
Mr. PECORA. Why did the syndicate on that day both buy and

sell?
Mr. CUTTEN. Well, if I recall correctly, the syndicate did not sell

any shares under a certain price. I think the price was 36% or 36^ ,
if I remember correctly, and I think the purchases were all made
around S5y2 or 3 5 ^ or 35, however low it sold.

Mr. PECORA. Why did the syndicate buy and sell on this day ?
Mr. CUTTEN. I t had sold first. It had to sell first, because the

trading account was not formed. I t could not have bought first.
I t had to sell first.

Mr. PECORA. The trading account was formed on October 25, the
day before, was it not?

Mr. CUTTEN. I do not know the exact date. That did not become
operative until November 5.

Mr. PECORA. The trading account, according to the exhibit in evi-
dence, was dated on October 25, 1928.

Mr. CUTTEN. It was not all signed up by that time, sir.
Mr. PECORA. There is nothing here that indicates to the contrary.
Mr. CUTTEN. Well, I doubt very much if all the participants, 32

participants, all signed in 1 day. I t was agreed to form that ac-
count on the 25th, but probably all of the participants had not
signed for some days afterward.

Senator GORE. The stock that sold on the 26th—those were really
short sales; they borrowed the stock ?

Mr. CUTTEN. Yes, sir.
Senator GORE. Then, when they got the 500,000 shares later on,

they returned the stocK that they had borrowed?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. NOW, I will ask you again: Why did the purchasing

syndicate both buy and sell on that day?
Mr. CUTTEN. I t had sold the 23,700 shares of stock at, say, 3 6 ^

or 36%, and then when the market receded it rather filled in and
purchased 2,400 shares of stock.

Mr. PECORA. Why did it do that—is the question. We know
that they did it. Now I want to know why it was done.

Mr. CUTTEN. Because it is the ordinary practice in maintaining a
market or in trying to maintain a market.
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Mr. PECORA. Was it to support the prices?
Mr. CUTTEN. It was to support the market at that time; yes.
Mr. PECORA. Was it to maintain the prices at the higher levels at

which the syndicate wanted to sell, so that it could reap a profit?
Mr. CUTTEN. I t was purchasing at a lower level, sir, not a higher

level.
Mr. PECORA. Was it in order to maintain the market at the higher

levels so that the syndicate could sell its shares at a profit ?
Mr. CUTTEN. Not on that day; no, sir. I t could not have been. I t

purchased at the low prices of the day. I t sold at the high prices
of the day.

Senator GORE. The record shows that, does it, Mr. Cutten ?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. NOW the following day, the next trading day, October

29, 1928, it appears that the purchasing syndicate bought 34,100
shares but sold 37,800 shares. Were all1 those buying and selling
orders executed by E. F. Hutton & Co. ?

Mr. CUTTEN. Yes, sir; I think so.
Mr. PECORA. Or did it use other brokers ?
Mr. CUTTEN. It may have used other brokers. I would have to

check all my ledger sheets to find that out.
Mr. PECORA. I asked last week when I requested that you attend

here that those records be brought here.
Mr. CUTTEN. Mr. Pecora, that is a gigantic task. The New York

Stock Exchange have five men in our office. They have been there
now going on 2 weeks. I do not think they will complete their
investigation for another 10 days.

Mr. PECORA. I t is not a gigantic task to bring the ledger accounts
here, is it?

Mr. CUTTEN. I have the ledger accounts. They came down. They
were brought down. But the outside brokers, I cannot tell those
from the ledger sheets. The ledger sheets show all1 sales and the
purchases.

Mr. PECORA. Why was it necessary for this syndicate, the pur-
chasing syndicate, to buy 34,100 shares on October 29 and to sell
37,800?

Mr. CUTTEN. TO maintain the market. That is the only reason
they bought the 34,000 shares.

Senator GORE. NOW then, the prices that ruled that day and along
about that time were the result of your efforts to maintain the mar-
ket—in part that is true, is it not?

Mr. CUTTEN. Yes, sir; that is true as far as the purchasing is
concerned, but remember this: I sold the stock as the public showed
a demand for it.

Senator GORE. Yes, that is the point. The public was buying, of
course, rather in the dark, without knowing that this maintenance
was more or less artificial. Now then, in the course of a few months,
this syndicate sold out and closed out, this trading account sold out
and closed out, having existed and having operated to maintain a
market and to maintain a price. So was it Tom, Dick, and Harry
who bought during the existence of those two tries to maintain the
market. They were just honest-to-God buyers. They thought the
stock was selling for what it was worth. They did not know this
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syndicate was buying 34,000 shares in a day in order to maintain the
price they were paying. They were just buying because they
thought the stock of Sinclair was worth $36 a share. They could not
possibly have anticipated in the course of 3 or 4 months that there
was a market supported by an agency that would go out of existence.
What they were really doing was getting out when the getting out
was good and leaving the stock in the hands of Tom, Dick, and
Harry, with no artificial support. That looks to me like the vice
in this business, Mr. Cutten. It is really for you men who were
saving yourselves and, as you say, making money, and this Tom,
Dick, or Harry who was buying your stock thought he was going
to make money. He did not know you were going to get out and
leave him the bag to hold. Now, there is the abuse that I do not
know can be corrected. But there is where we want to operate if
we can.

Mr. CUTTEN. But in maintaining a market, Senator, that is fluc-
tuating and that is as broad as this, this account is not the only
account that is really selling stock. Thousands of other stockholders
of Sinclair are selling stock.

Senator GORE. Surely.
Mr. CUTTEN. That market is maintained for their benefit as well

as it is for the benefit of the account.
Senator GORE. Yes. You said the syndicate had 3 or 4 different

brokers selling; that is true.
Mr. CUTTEN. NO, no, there must be others trading in it, of course.
Senator GORE. Oh, yes, but
Mr. CUTTEN. For instance, the day we mentioned, on November 5,

with one account selling 100,000 shares of stock out of 700,000 shares
traded in, some other people sold 600,000 shares that day.

Senator GORE. Yes; and when on the 24th of October it went from
32 to 35% the janitors and the waitresses, on such days, and in those
days were trading. They said, " Here, this Sinclair is moving up.
We had better get in before it goes any higher." They did not know
that this syndicate, that this trading business was putting it up.

Mr. CUTTEN. NO; we were not on that day, Senator, or any other
day.

Senator GORE. It is just a coincidence that the day that it was
formed it ran up &y2 ?

Mr. CUTTEN. I t was the public participation, Senator.
Senator GORE. Yes; and the public participation in that sort of a

market is that they watch it, and when a particular stock is active
and a good deal turning over and it goes up a little bit they say
"Here is the place to get in", and they get in. I know that is
where the suckers bite. That is when they get on the trout line.

Senator COUZENS. And they furnish the bait; that is the point.
Senator GORE. Yes. They were absorbing all those million shares.

When the thing is over with—the syndicate and the trading account
not thinking it was a good investment to hold permanently, sold
it to somebody who thought it was a good thing to buy—it is then
in that somebody's hands. And you say yourself that these agencies
were organized and operated to maintain the market and to main-
tain the price and keep it from going down and discouraging Tom,
Dick, and Harry and driving them out.

175541—34—PT 7 3
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Mr. PECORA. Mr. Cutten, on this day that I am speaking of,
namely, October 29, 1928, when the purchasing syndicate bought
34,100 shares but sold 37,800 shares, did they buy those 34,100 shares
because the market showed a tendency to drop and the purchasing
syndicate wanted to stop that tendency ?

Mr. CUTTEN. I believe so. I t must have.
Mr. PECORA. AS those transactions go over the ticker there is

nothing to inform the public which reads the ticker in order to keep
abreast of the market that the purchase of these 34,100 shares was
made at the instance of a group that had 1,130,000 shares which it
wanted to sell to the public at a profit?

Mr. CUTTEN. No, sir.
Mr. PECORA. TO that extent the information conveyed by the

ticker of that day's transaction failed to inform the public that the
buying was not done by the public in a disinterested fashion, but
rather a substantial portion of it was done by a small group, the
existence of which was not known to the public, which small group
was actuated by the desire to maintain the price because it had a
large block of that stock for sale ?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. That is so, is it not ?
Mr. GOTTEN. Yes.
Mr. PECORA. And to that extent these exchange transactions and

operations are not of a kind that could be called or designated as a
free and open market where the prices seek their own level or reach
their own level through the normal operation of the law of supply
and demand; is that not so, Mr. Cutten ?

Mr. CUTTEN. I quite agree with you, if this account did not have
the purchasing power that it had—because we had sold the 37,000
shares of stock and the 23,000 shares the day before—we did have
purchasing power of 60,000 shares of stock if the market went down,
because the secondary group had not become operative, and on the
29th you notice that the market broke from 39 down to 36%

Mr. PECORA. On what day?
Mr. CUTTEN. On the 29th that you are referring to.
Mr. PECORA. And in order to prevent the break from becoming

more violent
Mr. CUTTEN (interposing). More violent.
Mr. PECORA (continuing). This purchasing syndicate bought 34,100

shares ?
Mr. CUTTEN. That is correct; that is correct.
Senator GORE. They were really covering a short sale? That is

what it amounted to, did it not ?
Mr. CUTTEN. That is what it amounted to; yes, sir.
Mr. PECORA. Apparently, the market received that kind of sup-

port, because on October 30, the following day, according to exhibit
no. 113, the purchasing syndicate bought 10,000 shares but succeeded
in selling 43,900 shares. Is that so ?

Mr. CUTTEN. That is so; yes, sir.
Mr. PECORA. SO that the transactions in behalf of the purchasing

syndicate on the buying side of the day before were of a character
to enable the syndicate on the following day to sell 33,900 shares
more than it bought—presumably at a profit. Is that right ?

Mr. CUTTEN. In effect.
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Mr. PECORA. In effect. The following day, October 31, 1928,
according to exhibit no. 113, there must have been another tendency
for prices to drop, because the purchasing syndicate bought 23,600
shares and sold only 27,900 shares. Is that true ?

Mr. CUTTEN. Yes, sir.
Senator GORE. And the syndicate, assuming that all purchases

and sales were made at those prices, made something like $50,000
that day on the stock ? And on the 29th they sold thirty-odd thou-
sand shares at 39 and bought thirty-odd thousand shares back at
36. That would be a profit of $90,000 that day?

Mr. CUTTEN. Assuming that they could have been sold at the high
price, Senator, and purchased at the low price; yes, sir.

Senator GORE. Yes; how many members are there in your firm?
Mr. TOMPKTNS. I think there are 15, Senator.
Mr. CUTTEN. At that time there were 15.
Senator GORE. Will you put them in the record, and the member-

ship now? I do not mean to call them out offhand. Just insert
them in the record.

Mr. CUTTEN. Yes.
(The following list of names of general partners and special

partners of E. F. Hutton & Co. as of April 1929 was furnished by
Mr. Tompkins for the record:)

APBH, 1929

General partners: George A. Ellis, Jr., Edward E. B. Adams, Warren EL
Spurge, Frank M. Dick, Dewees W. Dilworth, George B. Wagstaff, Theodore
A. Lauer, Robert E. Burns, Ruloff E. Cutten, William O. Van Antwerp, Gordon
B. Crary, Allan H. Crary, Thomas W. Durant. •

Special partners: Edward F. Hutton, Franklyn L. Hutton.

PRESENT PARTNERS

General partners: George A. Ellis, Jr., Edward E. B. Adams, Warren EL
Spurge, George B. Wagstaff, Theodore A. Lauer, Robert E. Burns, Ruloff K
Cutten, William O. Van Antwerp, Gordon B. Orary, Allan H. Crary, Gerald M.
Loeb, Alan J. Lowry.

Special partners.: Edward F. Hutton, Frank M. Dick.

Mr. PECORA. I t appears that the total volume of trading on that
30th day of October was 179,800 shares.

Mr. CUTTEN. Yes, sir.
Mr. PECORA. Which, according to the discussion between you and

Senator Gore a few minutes ago, does not mean that 179,800 shares
actually changed hands, does it?

Mr. CUTTEN. Yes. One hundred and seventy-nine thousand eight
hundred actually changed hands. There were 179,000 sold and l79 r
000 bought.

Mr. PECORA. And of that number 43,900 were sold by the pur-
chasing syndicate?

Mr. CUTTEN. NO, sir.
Mr. PECORA. NOW, the following day, November 1, 1928, the pur-

chasing syndicate bought
Senator GOLDSBOROUGH. Give him a chance to answer the last

question.
Mr. PECORA. I thought he had answered it.
Senator GOLDSBOROUGH. NO.
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Mr. PECORA. Did you answer my last question?
Mr. TOMPKINS. I do not think he did.
Mr. CUTTEN. No, sir. I said " No " on that. I am trying to figure

the dates here. You asked me on October 31, did you not?
Mr. PECORA. Yes.
Mr. CUTTEN. Twenty-three thousand purchased and twenty-seven

thousand sold?
Mr. PECORA. Yes.
Mr. CTTTTEN. On che 31st—is that what you asked me—on the

81st?
Mr. PECORA. NO ; that was the 30th.
Mr. CUTTEN. On the 30th; yes.
Mr. PECORA. The 30th, 43,900 shares were sold by the purchasing

syndicate ?
Mr. CUTTEN. Well, that is our ledger date. That would be trades

of the 29th. Two hundred and fifty-six thousand shares were traded
in instead of 179,000 shares.

Mr. PECORA. NOW on November 1 there were bought by the pur-
chasing syndicate 21,600 shares, but only 5,700 were sold by it ?

Mr. CUTTEN. Yes, sir.
Senator GORE. HOW much did they buy ?
Mr. PECORA. Twenty-one thousand and six hundred shares were

bought by the purchasing syndicate and 5,700 shares were sold by it.
Mr. CUTTEN. That was on the ledger
Mr. PECORA. What was the occasion for such heavy purchases?
Mr. CUTTEN. The market went down.
Mr. PECORA. The market went down on November 1 ?
Mr. OUTTEN. No; that is the ledger date of November 1. That is

the market date of October 31 when it went from 38 down to 37.
The low that day was 36^ . You have to look at the dates of the day
before.

Mr. PECORA. Yes.
Mr. CUTTEN. The following day of November 2 you notice pur-

chases of 6,400 shares. That probably took place when the market
was around 37% and when the market rallied to 42 and the account
sold 60,500

Mr. PECORA. I was coming to that.
Mr. CUTTEN. I beg your pardon.
Mr. PECORA. Will you please look at this exhibit marked " Com-

mittee's Exhibit No. 113 " in evidence and tell us if the transactions
shown thereon were had as of the dates which they bear, or do they
represent the clearings on the following date?

Mr. CUTTEN. These are the ledger dates taken from our ledger
sheets.

Mr. PECORA. And represent the clearings
Mr. CUTTEN. Of the day before.
Mr. PECORA. Of the transactions had the day before?
Mr. CUTEEN. Of the transactions had the day before; and if it is

a Monday it represents the transactions of Saturday and Friday
before the Monday.

Mr. PECORA. According to exhibit 113 there were cleared in behalf
of the purchasing syndicate on November 2 purchases at 6,400 shares,
but sales of 60,500 shares.

Mr. CUTTEN. That is correct.
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Mr. PECORA. Were these heavy selling transactions due to the
fact that on the day before the purchasing syndicate bought 21,600
shares as against selling 5,700 shares?

Mr. CUTTEN. At first glance I would not say so. I would say,
sir

Mr. PECORA. Well, give it a second glance, or third, if necessary.
Mr. CUTTEN. Well, I cannot remember distinctly 5 years ago, Mr.

Pecora. Here the stock went up 5 points on the day that you are
referring to, and the syndicate sold 60,000 shares of stock. I t only
purchased 6,400 shares. I do not believe, with the public participa-
tion of 440,000 shares of stock being traded in on that particular
day, that the 6,400 shares of stock that I purchased during that
day had anything to do with the market going up.

Mr. PECORA. NO. I am referring to the transactions of the previous
day as paving the way for the transactions of the day when the
syndicate sold 60,500 shares as against a purchase of only 6,400. The
day preceding that the syndicate purchased 21,600 shares, but sold
only 5,700 shares. Did that have the tendency to make the market
bullish the following day so that the syndicate was able to dispose
of 54,000 shares more than it actually bought?

Mr. CUTTEN. No, sir. Not with the volume of trading in that
stock. No, sir.

Mr. PECORA. Then why did the syndicate buy 21,600 shares as
against the sale of 5,700 shares on the preceding day ?

Mr. CUTTEN. Trying to maintain a market, as I have said. Buying
it on a scale down. When the market turned and went up, naturally
we sold out rather than purchased. And more if it could. You wiu
find in the transactions in both of the accounts that they were pur-
chased on the way down and they were sold on the way up always.
If the syndicate account, for instance, at the start of the account
had not sold 200,000 or 300,000 shares of stock, whichever the total
may be, the stock may have gone 10, may have gone 15 points higher
with the way the stock was being traded in by the public.

Mr. PECORA. Oh, as a matter of fact, Mr. Cutten, did not this pur-
chasing syndicate, with few exceptions, sell more than it bought?

Mr. CUTTEN. Yes, sir. And if it had not, due to the public demand
for the stock, I believe that it would have gathered momentum and
gone considerably higher than it did.

Mr. PECORA. I t would not have been particularly displeasing or
irksome to the purchasing syndicate that had these 1,100,000 shares
to sell at a pront, would it ?

Mr. CUTTEN. I t would not; no. But they sold.
Mr. PECORA. They sold.
Mr. CUTTEN. They sold.
Mr. PECORA. TO take advantage of the high prices ?
Mr. CUTTEN. If they had not sold, I say, I believe that the market

would have gathered momentum on the way up and probably gone
10 or 15 points higher.

Mr. PECORA. Did E. F. Hutton & Co. at that time send out any
market letters to its customers ?

Mr. CUTTEN. Not that I recall.
Mr. PECORA. Does it ever do that? Has it ever done that?
Mr. CUTTEN. Oh, yes, sir. We were sending market letters out to

our customers; yes.
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Mr. PECOEA. Yes; that is what I was asking.
Mr. CUTTEN. Daily market letters. Morning market letters and

afternoon market letters,
Mr. PECORA. And do you recall whether in its market letters any

reference was made to the Sinclair Consolidated Oil Corporation
stock?

Mr. CUTTEN. I do not.
Mr. PECORA. DO you know a man named Kodney—Earl Kodney ?
Mr. CUTTEN. I know the name. I do not think I ever met him.

% Mr. PECORA. What is his business?
Mr. CUTTEN. I think he is a broker.
Mr. PECORA. Can you produce from the files or records of your

office market letters that were sent out by E. F. Hutton & Co. or
by any of the brokerage houses that it used in the execution of any
of those orders to buy or sell Sinclair Consolidated Oil Corporation?

Mr. CUTTEN. I could produce mine, sir.
Mr. PECORA. Yes. When could you have them here?
Mr. CUTTEN. Probably tomorrow.
Mr. PECORA. I wish you would give the necessary instructions

to have them here tomorrow. And also at the same time, if you
can, get copies of the market letters sent out by the other brokerage
houses that you used in the execution of any of these orders to buy
and sell Sinclair Consolidated Oil Corporation.

Mr. CUTTEN. I will endeavor to do so; yes, sir.
Senator GORE. Has he named those?
Mr. PECORA. DO you know the names of any of those other broker-

age houses that were so used by you in these operations?
Mr. CUTTEN. I believe I have used F. B. Keech & Co. I believe

Eastman-Dillon. Farroll Bros.
Mr. PECORA. IS that Farroll Bros. ?
Mr. CUTTEX. F-a-r o-l-l Bros. They are the only ones that I can

recall, Mr. Pecora.
Mr. PECORA. HOW about the firm of Bernheim, Herman & Co. ?
Mr. CUTTEN. NO, sir; I never gave them any clearance business

to my knowledge.
Mr. PECORA. HOW about Earl Rodney?
Mr. CUTTEN. I never gave him any clearance business to my knowl-

edge. I will be very glad to submit a list.
Mr. PECORA. HOW about Jackson Bros., Boesol & Co.?
Mr. CUTTEN. I don't believe so. I would have to see a complete

list. All of that is a matter of record.
Mr. PECORA. YOU said before that the trading account which was

formed under an agreement dated October 25, 1928, was not actually
completed until some few days after that date. Is that right?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. I show you what purports to be a photostatic copy

of the agreement dated October 25, 1928, made by and between
Arthur W. Cutten and Blair & Co., Chase Securities Corporation,
Shermar Corporation, and Harry F. Sinclair. Will you look at it
and tell us if it is a true and correct copy of the original agreement
under which the trading account or syndicate was formed? [Hand-
ing same to Mr. Cutten.]

Mr. CUTTEN. (after examining same). Yes, sir; it is.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



STOCK EXCHANGE PRACTICES 3 2 5 1

Mr. PECORA. I offer in evidence the agreement just identified by
the witness, being the one entered into on the 25th of October 1928,
between Arthur W. Cutten and the persons named, and ask that it
be spread upon the record.

The CHAIRMAN. I t may be received in evidence and placed in the
record.

(Agreement dated Oct. 25, 1928, between Arthur W. Cutten
and Blair & Co., Chase Securities Corporation, Shermar Corpora-
tion, and Harry F. Sinclair, was received in evidence, marked " Com-
mittee Exhibit 130 of November 14, 1933 ", and is here printed in
the record in full as follows:)

COMMITTEE EXHIBIT NO. 130, NOVEMBER 14, 1933

Agreement made and entered into as of this 25th day of October 1928, by and
between Arthur W. Cutten of 209 Lake Shore Drive, Chicago, 111. (hereinafter
called the manager) party of the first part, and the subscribers hereto, sever-
ally (each of whom is hereinafter called the "subscribers") parties of the
second part, and all of whom together constitute the syndicate;

Whereas, the parties hereto desire to form a syndicate for the purpose of
buying and/or selling the shares of the common capital stock of the Sinclair
Consolidated Oil Corporation; now, therefore

In consideration of the premises and the sum of $1 by each to the other in
hand paid, the receipt whereof is hereby acknowledged, the subscribers hereby
agree with one another and with the manager as follows:

1. The subscribers hereby form a syndicate for the purpose above expressed,
and each subscriber for himself or itself, and not for any other, agrees to sub-
scribe to an interest in said syndicate represented by the number of shares set
opposite his or its name, and authorizes the manager to purchase at private
sale, 1,130,000 shares of the common capital stock of the Sinclair Consolidated
Oil Corporation, at the price of $30 per share, and thereafter to purchase,
and/or sell for the syndicate account, from time to time, shares of the common
capital stock of said Sinclair Consolidated Oil Corporation, provided only that
the manager shall not have a nejt commitment at any one time for the syndicate
account exceeding in the aggregate (including the shares so to be purchased at
private sale) 1,130,000 shares of said stock.

All stock bought by the manager pursuant to the authority hereby given
shall be carried by him in a syndicate account which he shall open on his
books, or with any firm or firms, members of the New York Stock Exchange,
which the manager may select. Each subscriber hereto shall participate in
such purchases and/or sales, and in the profits and/or losses and reasonable
expenses of the syndicate, in the proportion that the number of shares sub-
scribed for by him or it bears to the total of 1,130,000. The manager may
call upon the subscribers or any of them, from time to time, for payment of
their or its proportion of all or any part of the stock purchased for the
syndicate account, and each subscriber agrees to pay promptly the full amount
of such call or calls, up to but not exceeding in any event the full amount
of his or its individual liability as indicated by the interest in the syndicate
subscribed for by him hereunder. Each subscriber shall, at the request of the
manager, at any time, or from time to time, during or upon the termination
of the syndicate, take up and pay for in full at the cost thereof to the syndi-
cate, his or its proportion of any stock held for the syndicate or for which
it may be committed, or at the option of the manager, shall margin to the
manager's satisfaction, his or its proportionate part of any such stock held by
the syndicate and shall meet his or its other syndicate obligations, if any,
upon call by the manager. Stocks so taken up by participants during the life
of the syndicate shall be for carrying purposes only and shall be subject to
recall by the manager at any time.

2. In case of the failure of any subscriber to make such payments as and
when called, the manager may sell the rights and interests of the defaulting
subscriber in and under this agreement, and any stock represented thereby at
public or private sale, at any time thereafter without advertisement or notice,
and after deducting all interest or other costs and expenses the residue shall
be applied on any liability or indebtedness of such defauting subscriber, and

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3252 STOCK EXCHANGE PKACTICES

if there be any deficiency he or it shall pay and discharge the same. Any
overplus shall be paid over to such defaulting subscriber. The managers may
purchase on any such sale the rights and interests of any defaulting subscribers,
for the benefit of the nondefaulting subscribers and may call for and apportion
any assessment to pay for the same.

3. The manager shall have the sole direction, management, and entire control
of the business and transactions of the syndicate, and any stock purchased by
him for the syndicate account may, in his discretion, be loaned by him or by
any stock-exchange house carrying the syndicate account. He shall have full
power to buy and/or sell said stock at public or private sale, or upon the
New York Stock Exchange, for the account of the syndicate, in his uncon-
trolled discretion, but as above provided, he shall not have a net commitment
for the syndicate account at any one time exceeding 1,130,000 shares of said
stock, and shall not purchase, except on the floor of the New York Stock
Exchange, any shares of said stock at a price in excess of $30 per share. The
manager may become a subscriber to the syndicate, and in that event, his
share in the assets, profits, losses, and expenses thereof, shall be on the same
basis as any other member. He shall have the exclusive custody of the money
and assets of the syndicate, but may deposit the same with any firm or firms,
members of the New York Stock Exchange, or any national bank or trust
company selected by him, and he may use the same in the operations of the
syndicate. He may deal with any other group or syndicate of which he is a
member and/or manager for the syndicate account, and no contract with any
such group or syndicate shall be affected by reason of the fact that he is
manager thereof or a member or participant therein.

4. The manager may borrow for the syndicate account such amounts as he
may deem necessary not to exceed in the aggregate at any time the total
amount due and unpa'd from the syndicate subscribers, and may pledge all
or any portion of the stock so purchased, or this agreement and the several
payments to be made hereunder by the subscribers to secure any loan or loans
made for the syndicate account. He may, for and on behalf of the syndicate,,
contract with any bank and/or trust company for any loan or loans necessary
to carry on the operation of the syndicate, and may himself advance or loan
money to the syndicate, charging for such advances the current interest rate
charged by stock exchange firms to their customers.

5. As soon as subscriptions are obtained to the syndicate aggregating 1,130,000
shares of stock, the syndicate shall become operative without further notice.

6. The syndicate shall continue for a period of 180 days from the date hereof,
but the manager may in his discretion extend the same for a further period or
periods not exceeding in the aggregate 180 days. He may in his discretion
close the operation of the syndicate at any time. At the expiration of the syndi-
cate the manager shall prepare a statement of the syndicate operations and
after paying all the costs and expenses of the syndicate, and settling all of its
obligations, any money and/or stock belonging to the syndicate remaining shall
be distributed pro rata among the various subscribers. The acceptance by the
subscribers of any statement rendered by the manager at the expiration of the
syndicate, together with any payment in either stock or money, or both, shown
to be due by said statement, shall operate as a full and complete release of the
manager from any and all liability hereunder.

7. The manager shall not be liable for any error in judgment or for any
mistake of law or fact nor shall he be liable save for his own gross negligence
or willful default, nor liable for any acts done or performed in good faith
under any of the provisions of this agreement.

8. Each subscriber ratifies, assents to, and agrees to be bound by any action
of the manager assumed to be taken under this agreement, and agrees to
perform his undertakings herein as stated in this agreement to the full extent
of the number of shares subscribed for as Ms participation herein, but in
no event or under no circumstances shall he be called upon to pay or be liable
for any amount beyond the interest in the syndicate subscr bed i'or by him
plus interest thereon. The failure of any subscriber to perform any of his
undertakings hereunder shall not affect or release any other subscriber.

9. Any notice which the manager or any lender may have occasion to
give to any subscriber shall be sufficient for all purposes if given in writing,
mailed postpaid to the address of such subscriber set opposite his signature
hereto.

10. Nothing contained in this agreement or otherwise shall constitute the
subscribers partners with or agents or one another or for the manager or
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render them liable to contribute in any event more than the interest in the
syndicate subscribed for by them, plus interest thereon.

11. In case of the resignation or incapacity to act of the manager, a suc-
cessor or successors shall be appointed in writing by a majority in amount
of the subscribers.

12. This agreement shall be binding upon and enure to the benefit of the
heirs, executors, administrators, successors, and assigns of the parties hereto
and it may be executed in several counterparts each of which when so exe-
cuted shall be deemed to be the original and such counterparts shall together
constitute but one and the same instrument.

In witness whereof, the manager, party of the first part, and the subscribers,
parties of the second part, have subscribed this agreement, as of the clay
and year first above written.

ARTHUR W. CUTTEN,
Manager,

By R. E. CUTTEN.
Number

Subscribers: of shares
Blair & Co., Inc., by Elisha Walker, president, 24 Board Street. 282, 500
Chase Securities Corporation, H. G. Freeman, president, 60

Cedar Street 188,333%
The Shermar Corporation, J. Wernersbach, treasurer, 18 Prince

Street 94,166%
Arthur W. Cutten 282,500
Harry F. Sinclair 282, 500

Mr. PECORA. According to exhibit no. 115 in evidence there were
altogether 32 participants in the trading account.

Mr. CUTTEN. Yes, sir.
Mr. PECORA. Will you look at committee's exhibit no. 115 and see

if that accords with your recollection of the fact? [Handing same
to Mr. Cutten.]

Mr. CUTTEN (after examining same). Yes, sir.
Mr. PECORA. When were all those participants given their sub-

participations ?
Mr. CUTTEN. That I would not know and could not swear to it.
Mr. PECORA. Well, was it by November 5 ?
Mr. CUTTEN. I think they were.
Mr. PECORA. Will you look at the list of names embodied in that

exhibit and tell us which of those participants in the trading account
were invited to come in by you, either in the exercise of your own
discretion or under instructions from Arthur W. Cutten?

Mr. CUTTEX. I think Mr. H. E. Merselies was invited by Mr.
Arthur Cutten. Mr. Lawrence P. Fisher, by Mr. Cutten. Mr. W.
H. Eshbaugh, either by me or by Mr. Fisher. I know he is a friend
of Mr. Fisher's. Mr. Joseph Toplitsky, by me. The Continental
National—well, they were one of the originals. Mr. Bartlett was
a coparticipant with Mr. Cutten. Mr. Matthew C. Brush, I believe,
by me. Mr. P. H. O'Neil, by me.

Mr. PECORA. Who is P. H. O'Neil?
Mr. CUTTEN. Patrick H. O'Neil, of California.
Mr. PECORA. Who is he?
Mr. CUTTEN. He, I believe, was one of the large stockholders of the

California Petroleum Co., which since has merged with the Texas Oil
Co. I believe he is a substantial stockholder of the Texas Oil Co.
Trust Co. of Georgia by me. George Breen; he was a subparticipant
of Mr. Arthur Cutten's. Edwin Weisl & Co., I think by me. James
C. Wilson & Co., I think by Blair. Loew & Co., I think by Blair.
Guardian Detroit Co.—I do not know on that at all.
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Chase Securities Corporation—one of the originals. Shermar
Corporation—original. E. F. Hutton & Co., by myself. Kissell,
Kinnicutt & Co., I believe by Blair. J . & W. Seligman & Co., I be-
lieve by Blair. Janney & Co., I believe by Blair. Spencer, Trask
& Co., I believe by Blair. H. F. Sinclair—himself. Harry Payne
Whitney, by Mr. Sinclair. John H. Markham, Jr., by Mr. Sinclair.
Benjamin Lissberger, by Mr. Sinclair.

The Famoth Corporation and the Traywin Corporation were
originals. L. W. Hill & C. O. Kalman were originals. Joseph E.
Cutten, by myself.

Mr. PECORA. Who were the Famoth Corporation? What sort of
a corporation was that ?

Mr. CUTTEN. I believe it is Mr. Tinker's corporation.
Mr. PECORA. HOW about the Traywin corporation?
Mr. CUTTEN. I believe that is Mr. Tinker's corporation.
Mr. PECORA. Mr. Tinker was then connected with the Chase

Securities Corporation ?
Mr. CUTTEN. I do not think so.
Mr. PECORA. Was he connected with the Chase National Bank ?
Mr. CUTTEN. I do not think so. I think he had retired.
Mr. PECORA. Well, was he then with Blair & Co. ?
Mr. CUTTEN. I think he was retired. I do not think he was with

anyone in the Street.
Senator COUZENS. May I ask Mr. Cutten how it is that he remem-

bers them all except the Guardian Detroit Co. ? Do you know any-
one connected with them?

Mr. CUTTEN. NO ; I do not.
Senator COUZENS. YOU remembered everybody else but them, and

I do not like to have the Guardian Detroit forgotten.
Mr. PECORA. This trading account was formed at the instance of

the original purchasing group participants, was it not?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Were the persons and corporations that were invited

to participate in the trading account told of the agreement under
which the purchasing group had acquired from the Sinclair Con-
solidated Oil Corporation 1,130,000 shares at $30 a share ?

Mr. CUTTEN. I believe they were. It was discussed with them.
Mr. PECORA. Were any of them given any interest in the profits

accruing to that original purchasing group ?
Mr. CUTTEN. Were any of these participants?
Mr. PECORA. Were any of the subparticipants in the trading ac-

count given or promised any interest in any profits that might accrue
to the purchasing group ?

Mr. CUTTEN. Not to my knowledge.
Mr. PECORA. NOW, one of the purposes of the formation of this

syndicate was to maintain a market so that the purchasing group
could sell at a profit the 1,130,000 shares which the purchasing group
had acquired from the Sinclair Consolidated Oil Corporation at $30
a share, wasn't it?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. DO you mean to say that those gentlemen who became

subparticipants in the trading account, entered into that trading
account and assumed whatever risks were inherent in it, to enable
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the original purchasing group to dispose of their 1,130,000 shares at
a profit, without being given an interest in those profits?

Mr. CUTTEN. They were given no interest in the profits that I
know of.

Mr. PECORA. And they were told all about that transaction, whereby
the purchasing group got those shares at $30 a share?

Mr. CUTTEN. I believe they were.
Mr. PECORA. Did you tell them about it?
Mr. CUTTEN. I told all that I invited in, about it.
Mr. PECORA. Did you give them copies of the agreement?
Mr. CUTTEN. No, sir; I did not.
Mr. PECORA. Did you acquaint them with the essential terms and

provisions of that agreement?
Mr. CUTTESN. No; I did not.
Mr. PECORA. Well, how were they told? What were they told

about them by you?
Mr. CUTTEN. The groups were told that a syndicate had been

formed that had made a commitment to purchase 1,130,000 shares
at $30 a share, and that another group was being formed to main-
tain the market, to purchase shares to make a profit; and that the
original group wanted other participants in this secondary account
to spread around the liability. That is about the substance of it, sir.

Mr. PECORA. And those persons that went into the trading ac-
* count assumed the liabilities, knowing that the trading account was
formed for the purpose of enabling the purchasing group to market
those 1,130,000 shares at a profit?

Mr. CUTTEN. They all assumed the liability for anything that
they might acquire in the market, yes, knowing that if they made
a purchase in the market they were assuming that liability.

Mr. PECORA. And they voluntarily assumed that liability in con-
nection with a trading account that was organized for the purpose
of enabling the purchasing group to market its 1,130,000 shares at
a profit without getting any snare of those profits ?

Mr. CUTTEN. Yes. I am positive they did not get any share of
those profits of the original group.

Mr. PECORA. And they were told all about the purchasing group,
I mean the trading account?

Mr. CUTTEN. I do not know that all of them were; no. But
those whom I invited into it were told. I know that.

The CHAIRMAN. This trading account seems to have been confined
to 1,000,000 shares.

Mr. CUTTEN. Yes, sir.
The CHAIRMAN. What about the other 130,000 shares?
Mr. CUTTEN. This is the second group. These people could have

purchased another 1,000,000 shares of stock, and therefore this
account could have been long 1,000,000 shares of stock, and the other
account could have been long 1,130,000 shares of stock.

Mr. PECORA. This group we are talking about now dealt in
1,000,000 shares of stock?

Mr. CUTTEN. I t was formed for 1,000,000 shares. This is the
trading account. It could have purchased 1,000,000 shares of stock.

Mr. PECORA. NOW, when were the trading operations of the pur-
chasing group concluded?
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Mr. CUTTEN. I think in May, about a month after the operations
in the original syndicate.

Mr. PECORA. NO ; I am now talking about the original syndicate.
Mr. CUTTEN. I beg your pardon.
Mr. PECORA. I t is the purchasing group.
Mr. CUTTEN. I t was in April—let me see
Mr. PECORA (interposing). April 16, 1929, was it not?
Mr. CUTTEN. Yes; April 16,1929.
Mr. PECORA. And when was the trading account closed?
Mr. CUTTEN. May 17,1929.
Mr. PECORA. NOW, during the life of the purchasing syndicate, how

many shares of Sinclair Consolidated Oil Corporation stock did it
buy, and how many did it sell on the open market?

Mr. CUTTEN. In the open market?
Mr. PECORA. Yes.
Mr. CUTTEN. I t purchased, roughly, 700,000 shares, and. sold 1,700,-

000 shares, to be even.
Mr. PECORA. That is, it sold all of the 1,130,000 shares that it con-

tracted to buy from the Sinclair Consolidated Oil Corporation at
$30 a share, plus 700,000 shares it bought in the open market for
the purpose of maintaining a market, as you say. Is that right?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. All those transactions resulted in a profit to the pur-

chasing syndicate or group of 12 million dollars plus?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. NOW, how many shares were bought, and how many

shares were sold by the trading syndicate during its life?
Mr. CUTTEN. There were 634,000 shares purchased, and 634,000

shares sold.
Mr. PECORA. And those transactions resulted in a gross profit to

the trading account of $464,870.60, or a net profit after deducting 10
percent commission to the syndicate manager, of $418,383.54. Is
that right?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. NOW, out of this gross profit, or out of this profit,

by the way, of 12 million dollars which accrued to the purchasing
syndicate, 2y2 percent thereof was paid to a man named Fitzpat-
rick, was there not?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. And why was that done?
Mr. CUTTEN. I don't know, sir.
Mr. PECORA. Who made that payment to Fitzpatrick?
Mr. CUTTEN. We did.
Mr. PECORA. When vou say " w e " do you mean E. F. Hutton

&Co.?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Upon whose authorization was it made by you ?
Mr. CUTTEN. Of the manager.
Mr. PECORA. And who was the manager?
Mr. CUTTEN. Mr. Arthur W. Cutten.
Mr. PECORA. Mr. Arthur W. Cutten testified here last week that

he did not know of any reason why Fitzpatrick was given 2% per-
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cent of this 12 million dollars profit. Do you know of any reason
why that was done?

Mr. CUTTEN. I do not know personally; no, sir.
Mr. PECORA. Did you know who Fitzpatrick was at that time ?
Mr. CrTTEN. I did. But I had never met him.
Mr. PECORA. And who was he?
Mr. CUTTEN. President of the Prairie Oil & Gas Co., I believe.
Mr. PECORA. He was the executive officer of it, wasn't he ?
Mr. CUTTEN. I believe he was the president of the Prairie Oil &

Gas Co.
Mr. PECORA. Was that company a competitor of the Sinclair Con-

solidated Oil Corporation?
Mr. CUTTEN. NOW, I believe the Prairie Co.—and, you under-

stand, I am not an oil man, but I believe the Prairie Co. was prima-
rily a producer of oil, and the Sinclair Co. is a producer and a
marketing company or distributing organization as well.

Mr. PECORA. TO the extent that the Sinclair Co. was a producing
company as well as a distributing company, was it a competitor of
the Prairie Oil & Gas Co.?

Mr. CUTTEN. I believe it was.
Mr. PECORA. Can you think of any reason why the executive head

of a competing company should have been given something like
$300,000 out of the profits of this purchasing syndicate in the Sin-
clair Co. stock?

Mr. CUTTEN. Except that his name was mentioned. I heard his
name as one of the participants, who was to get a portion of the 12
percent. You will recall in the original agreement that the original
four, or the original five, were to give up 12 percent. And that is
how I happened to hear this name mentioned. And I was instructed
by Blair & Co. to pay Mr. Fitzpatrick 2y2 percent. I telephoned
Mr. Cutten, and told him apparently he was the other man in making
up the approximately 12 percent, and he said to pay him. I always
conferred with him. He probably does not recall it, and there is
no.reason why he should. We sent our check drawn to the order
of Mr. Fitzpatrick, No. 24 Broad Street, care of Blair & Co. That is
all that I know about it.

Mr. PECORA. What 12 percent are you talking about now ?
Mr. CUTTEN. I believe in one of the original syndicates it says that

12 percent from the three twelfths, three twelfths, three twelfths,
two twelfths, and one twelfth is to be allotted to others, and then

Mr. PECORA (interposing). Who were the others? Was it
Fitzpatrick?

(A pause, without response).
Mr. PECORA. Was it Fitzpatrick?
Mr. CUTTEN. I always understood him toi be one of the others.
Mr. PECORA. Well, now. let me show you committee exhibit no.

114 in evidence, entitled, " List of Participants in Sinclair Purchas-
ing Syndicate as Finally Constituted, With Percentages and Share
of Profits Received."

Will you look at it and tell us if you see Fitzpatrick's name any-
where there ?

Mr. CUTTEN. I do not.
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Mr. PECORA. DO you see the names of persons and corporations
other than original participants in the original purchasing group?

Mr. CUTTEN. I do.
Mr. PECORA. Does that exhibit show a division of the entire 100

percent interest of this purchasing group ?
Mr. CUTTEN. I t does.
Mr. PECORA. And it does not include Fitzpatrick?
Mr. CUTTEN. I t does not.
Mr. PECORA. HOW does that correspond with the statement you

have just made that you understand Fitzpatrick represented " those
others " who were given a subparticipation by the members of the
original or purchasing group ?

Mr. CUTTEN. Because the subparticipants, such as Continental
National Co., Arthur Reynolds, A. M. Andrews, the Famoth Cor-
poration, the Traywin Corporation, and L. W. Hill & C. O. Kalman
did not total 12 percent.

Mr. PECORA. And the combined interests shown on that exhibit
total 100 percent of the participating interest.

Mr. CUTTEN. That is true.
Mr. PECORA. Where is there any room there for a payment of 2y2

percent to Fitzpatrick?
Mr. CUTTEN. There is none.
Mr. PECORA. Who got that 12 percent you are speaking of? Who

were the participants that got that subparticipation of 12 percent
out of the shares of the original participants in the original group ?

Mr. CUTTEN. It went to 1, 2, 3,4, 5, 6 of the
Mr. PECORA (interposing). But who were they?
Mr. CUTTEN. Continental National Co., Arthur Reynolds, A. M.

Andrews, the Famoth Corporation, the Traywin Corporation, L. W.
Hill & C. O. Kalman.

Mr. PECORA. Each one of these subparticipants received his proper
share of the profits in accordance with the interest each of these sub-
participants had in the purchasing group, did they not ?

Mr. CUTTEN. Yes; they did.
Mr. PECORA. Well, then, where did the 2y2 percent come from that

went to Fitzpatrick?
Mr. CUTTEN. There was still a portion of the percentage to be

given to Mr. Fitzpatrick, apparently, because the percentages of the
Continental National, Arthur Reynolds, A. M. Andrews, the Famoth
Corporation, the Traywin Corporation, L. W. Hill & C. O. Kahnan,
did not total the 12 percent of the original amount, the 12 percent
that the original five had agreed to give up.

Mr. PECORA. HOW much do they total?
Mr. CUTTEN. These total 10 percent.
Mr. PECORA. Well, now, wasrrt Fitzpatrick's 2y2 percent deducted

from the entire profit, a pure gift to Fitzpatrick?
Mr. CUTTEN. I t was, I suppose.
Mr. PECORA. DO you know of any reason why that was done?
Mr. CUTTEN. I do not.
Mr. PECORA. Have you ever been given any reason for it by

anybody?
Mr. CUTTEN. I had not.
Mr. PECORA. Did you ever question anybody about it?
Mr. CUTTEN. NO, sir.
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Mr. PECORA. NOW, in checking the operations, both on the buying
side and on the selling side, for the purchasing group, which as you
say bought in the open market about 700,000 shares and sold not
only the original 1,130,000 shares, but also those 700,000 shares, from
whom did you get the orders that were executed in connection with
those operations ? That is, by " order " I mean instructions.

Mr. CUTTEN. From Mr. Cutten.
Mr. PECORA. From Mr. Arthur W. Cutten?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. Did you get them from him daily by long-distance

telephone?
Mr. CUTTEN. Not any specific orders; no, sir. I discussed with him

every day, the market. I used to call him every night, and some-
times I would call him before the opening if there was any news in
the papers which I thought might affect the market. Sometimes
I would call him half a dozen times during the day. I always
called him after the close and told him exactly what I had done.
He left it, of course, to my discretion, because I was on the floor the
most of the time, the floor of the New York Stock Exchange.

Mr. PECORA. Didn't he place certain limitations upon your dis-
cretion?

Mr. CUTTEN. He did, in a general way.
Mr. PECORA. NOW, who engaged other brokers that were used to

execute orders?
Mr. CUTTEN. I did.
Mr. PECORA. Why was it necessary to engage other brokers to

execute those orders ?
Mr. CUTTEN. Well, it is the custom on the Street to give orders

out on a clearance basis to other brokers.
Mr. PECORA. HOW has that custom developed?
Mr. CUTTEN. Well, I might have sold 20,000 or 25,000 shares my-

self at the post, and I might have wanted to give an order to some-
body else to sell 10,000 shares, so I would not appear all day long
as a seller, selling daily all the time. So I would tell somebody else
to -sell 10,000 shares for me and clear the stock.

Mr. PECORA. Then it is in order to disguise or screen the identity
of the party or parties selling and buying, is it not ?

Mr. CUTTEN. Quite right.
Mr. PECORA. And that is considered an essential thing to the success

of the operations of these trading accounts ?
Mr. CUTTEN. Not necessarily; no, sir.
Mr. PECORA. But it was done in this case because you considered

it advisable to do it ?
Mr. CUTTEN. Yes, sir.
The CHAIRMAN. What was the market price of the stock on May

17,1929?
Mr. CUTTEN. On May 17, 1929, it closed at $38 a share.
The CHAIRMAN. And what is it today ?
Mr. CUTTEN. I think it is $12.
Mr. PECORA. NOW, in executing the orders, both on the buying and

on the selling side, for the trading account whose judgment con-
trolled or dictated those transactions?

Mr. CUTTEN. Mine.
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Mr. PECORA. Exclusively yours or after daily telephone conver-
sations with Arthur W. Cutten ?

Mr. CUTTEN. After telephone conversations with him. I had a
general idea of the amount of stock he wished to dispose of if the
stock reached a certain level. I had a general idea how much stock
he would be willing to acquire if it receded to a certain level.

Mr. PECORA. Well, you got that general idea from your daily
talks with him ?

Mr. CUTTEN. Certainly.
Mr. PECORA. And you were regulated in the exercise of your judg-

ment and discretion by his views and wishes ?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. And did you, in executing those orders, engage other

brokers ?
Mr. CUTTEN. Yes, sir.
Mr. PECORA. And for the same reasons you engaged such other

brokers in the case of transactions had in behalf of the purchasing
syndicate ?

Mr. CUTTEN. Yes, sir.
Mr. PECORA. IS Mr. Sinclair here now, Mr. Stanford ?
Mr. STANFORD. NO; he is not. I telephoned him, and he said he

was available, and would be here at 2 o'clock.
Mr. PECORA. Mr. Chairman, I do not want to take up any other

matters between now and the time of calling Mr. Sinclair to the
stand. It is now 25 minutes to 1, and I suggest that the subcom-
mittee recess now until 2 o'clock. Mr. Sinclair will be here at 2
o'clock, I believe.

Mr. STANFORD. Yes.
The CHAIRMAN. The subcommittee will now take a recess until 2

o'clock this afternoon.
(Whereupon, at 1:35 p.m. Tuesday, Nov. 14, 1933, the subcom-

mittee recessed to meet at 2 o'clock the same day, in the same room.)

AFTERNOON SESSION

(The subcommittee reconvened at 2 p.m., Tuesday, November 14,
1933, at the expiration of the noon recess.)

The CHAIRMAN. The committee will come to order. Mr. Pecora.
Mr. PECORA. Mr. Sinclair.

TESTIMONY OF HARRY P. SINCLAIR, GREAT NECK, LONG
ISLAND, N.Y.

The CHAIRMAN. YOU solemnly swear that you will tell the truth,
the whole truth, and nothing but the truth, regarding the matters
now under investigation by the committee, so help you God ?

Mr. SINCLAIR. I do.
Mr. PECORA. Mr. Sinclair, will you give your full name and address

to the reporter, for the record ?
Mr. SINCLAIR. H. F. Sinclair, Great Neck, Long Island, N.Y.
Mr. PECORA. What is your business or occupation ?
Mr. SINCLAIR. I am chairman of the executive committee of the

Consolidated Oil Corporation.
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Mr. PECORA. Was the Consolidated Oil Corporation formerly
known as the " Sinclair Consolidated Oil Corporation? "

Mr. SINCLAIR. The name has been changed from the " Sinclair "
to the " Consolidated "; yes.

Mr. PECORA. In the year 1928 were you an officer and director of the
corporation then known as the Sinclair Consolidated Oil Corpo-
ration?

Mr. SINCLAIR. I was.
Mr. PECORA. What office did you hold ?
Mr. SINCLAIR. Chairman of the board.
Mr. PECORA. HOW long had you been chairman of the board?
Mr. SINCLAIR. I do not recollect the number of years.
Mr. PECORA. Some years prior to 1928 ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. DO you recall, sometime during the summer of 1928,,

having a conference with a man by the name of Arthur W. Cutten
with respect to the sale by the Sinclair Consolidated Oil Corporation
of a large block of its capital common stock?

Mr. SINCLAIR. I had a consultation with him. I do not remember
whether it was early in the summer or not.

Mr. PECORA. HOW many such consultations did you have with Mr.
Cutten on that subject before any agreement was concluded with
respect to that subject?

Mr. SINCLAIR. I could not say. There were a number of them, Mr.
Pecora.

Mr. PECORA. I do not hear you.
Mr. SINCLAIR. I could not say. But there were a number of them.
Mr. PECORA. Over what period of time were they held?
Mr. SINCLAIR. TO the best of my recollection, in August.
Mr. PECORA. They commenced some time in August?
Mr. SINCLAIR. I would say so.
Mr. PECORA. Who took the initiative in the holding of those

conversations, you or Mr. Cutten?
Mr. SINCLAIR. I did.
Mr. PECORA. What was the original plan proposed to Mr. Cutten

with respect to such sale of the capital common stock?
Mr. SINCLAIR. I do not understand your question.
Mr. PECORA. What was the substance of your first conversation

with him on that subject? I will put it that way.
Mr. SINCLAIR. I could not remember.
Mr. PECORA. When did you first conceive the idea of making to

Mr. Cutten or to any other person a proposed purchase from your
corporation a large block of its capital common stock?

Mr. SINCLAIR. I t was about the time these conversations started.
Mr. PECORA. Did the idea originate with you ?
Mr. SINCLAIR. I t originated with myself and my directors.
Mr. PECORA. Was it the subject of discussion at any meeting of

the board of directors prior to your first conference with Mr. Cutten
some time in August 1928 ?

Mr. SINCLAIR. I would say so, but I don't remember.
Mr. PECORA. Was it made the subject of discussion that would

appear on the minutes of the corporation ?
Mr. SINCLAIR. NO ; it was not—informal discussion.
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Mr. PECORA. At board meetings?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Will you tell the committee how the idea originated,

either in your mind or in the minds of members of your board, that
led you to go to Mr. Cutten some time in August of that year with
the proposition that you discussed ?

Mr. SINCLAIR. I would say the idea originated with my directors
and myself to sell common shares to give us more working capital.

Mr. PECORA. TO give the company more working capital?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. HOW many shares of common stock was the com-

pany at that time authorized to issue?
Mr. SINCLAIR. I think something like 1,100,000 shares; something

of that sort.
Mr. PECORA. YOU probably misunderstood my question. How

many shares were authorized to be issued by the corporation at that
time ?

Mr. SINCLAIR. That were not issued?
Mr. PECORA. That were not issued.
Mr. SINCLAIR (after conferring with an associate). Will you ask

the question again, please?
Mr. PECORA. The reporter will read it.
(The reporter read the pending question.)

Mr. SINCLAIR. I do not understand the question.
Mr. PECORA. When was the company organized?
Mr. SINCLAIR. The Sinclair Co.?
Mr. PECORA. Yes, sir.
Mr. SINCLAIR. 1916.
Mr. PECORA. I understand it was in September 1919. .
Mr. SINCLAIR. The original Sinclair Co. was 1916, and there were

some consolidations, I think, later.
Mr. PECORA. The consolidation resulted in the organization of ?.

company called the Sinclair Consolidated Oil Corporation, did it
not?

Mr. SINCLAIR. I think so.
Mr. PECORA. When was the Sinclair Consolidated Oil Corporation

organized?
Mr. SINCLAIR. 1919.
Mr. PECORA. HOW many shares of capital common stock was it

authorized to.issue at that time?
Mr. SINCLAIR. Five and a half million.
Mr. PECORA. Five and a half million shares. Of that number, how

many had actually been issued by August 1928 ?
Mr. SINCLAIR. I think all but 1,116,000 shares, or 1,115,000 shares.
Mr. PECORA. By August 1928 had you had any informal discus-

sions with members of the board of directors of the Sinclair Con-
colidated Oil Corporation looking to the issuance of those 1,115,000-
odd shares?

Mr. SINCLAIR. My best recollection is that we did; yes, sir.
Mr. PECORA. AS a result of those informal discussions did you go

to Mr. Arthur W. Cutten in August of 1928 and discuss with him a
proposition which you advanced to him on behalf of your corpora-
tion, to buy from your corporation those shares ?
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Mr. SINCLAIR. I could not say what date it was, but I did go to him
along about that time.

Mr. PECORA. Had you received specific authority from the board
of directors of your corporation to make such a proposition at that
time to Mr. Cutten?

Mr. SINCLAIR. I t was not a proposition. I t was a tentative
discussion.

Mr. PECORA. Had you received any authorization from your board
of directors to discuss tentatively with him such a proposition ?

Mr. SINCLAIR. NO authorization that I would say was an author-
ization by any records or minutes of any meetings.

Mr. PECORA. Was it any other kind of an authorization?
Mr. SINCLAIR. I do not think so.
Mr. PECORA. What proposition did you originally make to Mr.

Cutten?
Mr. SINCLAIR. I did not make any original proposition. It was a

discussion.
Mr. PECORA. What proposition did you originally discuss with

him?
Mr. SINCLAIR. I t was not a proposition, I say. I t was a suggestion.
Mr. PECORA. What suggestion did you originally discuss with him

or make to him?
Mr. SINCLAIR. That we would like to sell.
Mr. PECORA. Sell what?
Mr. SINCLAIR. I think it was 1,100,000 shares.
Mr. PECORA. Did you ask him if he would like to buy ?
Mr. SINCLAIR. I did.
Mr. PECORA. What did he say?
Mr. SINCLAIR. We discussed it.
Mr. PECORA. Give the committee the substance of that discussion.
Mr. SINCLAIR. I t is pretty difficult for me to remember the sub*

stance of all the discussions we have had. I discussed this matter
with Mr. Cutten fully.

Mr. PECORA. Don't you recall anything more about it than the
fact that you discussed the subject with him in August?

Mr. SINCLAIR. I do not understand your question. I would likt
to answer it if I could. Naturally I discussed many things with him
when I was discussing the proposition of selling him that many
shares. I suppose we discussed the company, and we discussed the
oil business, and we discussed the market situation, and many things,
but I eannot recall or remember the full discussion.

Mr. PECORA. I have not asked you to recall the full discussion. I
have asked you to give us the substance of it.

Mr. SINCLAIR. I do not know that I can give you any more than
that.

Mr. PECORA. I did not get that answer.
Mr. SINCLAIR. I do not know that I can give you any more than

the substance. If you will refresh my memory about it——
Mr. PECORA. HOW can I refresh your memory, Mr. Sinclair, when

I had nothing to do with the transaction at that time?
Mr. SINCLAIR. I do not know what information you want.
Mr. PECOEA. I want all the information you can give the commit-

tee with regard to your proposing or suggesting to Mr. Cutten that
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he purchase from your company 1,130,000 shares of its capital com-
mon stock.

Mr. SINCLAIR. It would be pretty difficult for me to answer that
question. However, I was endeavoring to sell to Mr. Cutten those
shares, and I certainly gave him, as far as was possible, the best
that I could put forward in reference to the company.

Mr. PECORA. Had you learned, as a result of any informal discus-
sions that you had had with members of the board of directors of
your company prior to your going to Mr. Cutten in August 1928,
that the directors were willing to sell or were anxious or wanted to
sell this block of 1,130,000 shares of the capital common stock of the
company?

Mr. SINCLAIR. I would say that that the directors had discussed,
the matter informally and my impression was that they would be
willing to sell.

Mr. PECORA. In the discussion you had, informally or otherwise,,
with members of your board, was there anything said concerning the
price at which the company would be willing to sell those shares?

Mr. SINCLAIR. NO* at that time.
Mr. PECORA. But you did gather, from those informal discussions,,

that the board would be willing to sell those shares, did you ?
Mr. SINCLAIR. I did.
Mr. PECORA. Was there nothing said by you to Mr. Cutten whei*

you first suggested his buying those shares, as to the price ?
Mr. SINCLAIR. I do not think so, in the first discussion.
Mr. PECORA. HOW many conversations, all told, did you have with

Mr. Arthur W. Cutten between the first one, which you say was*
sometime in August 1928, and the 24th day of October 1928 ?

Mr. SINCLAIR. I could not say.
Mr. PECORA. More than one?
Mr. SINCLAIR. I would say so.
Mr. PECORA. Half a dozen?
Mr. SINCLAIR. Perhaps.
Mr. PECORA. Somewhere in the stage, or along in the course of

those conversations, there must have been some discussion of the
price, must there not?

Mr. SINCLAIR. The price was not discussed definitely. The price,
if you remember, at that time, was varying. In those transactions,,
as far as I can remember, the price usually terminates at the end of
the discussion, and not at the start. We all watch the market, and
endeavor to get as much as we can, and I think the purchaser is en-
deavoring to buy as cheap as he can.

Mr. PECORA. Did you refrain from discussing a price for those
shares with Mr. Cutten until about the end of the negotiations you
had with him?

Mr. SINCLAIR. I did not refrain.
Mr. PECORA. Did you discuss the price, or did you fail to discuss

the price, for any reason whatsoever until near the end of those
negotiations?

Mr. SINCLAIR. I cannot remember. We may have discussed price*.
Mr. PECORA. What price did you ever discuss with him?
Mr. SINCLAIR. The only price that I finally discussed with Mr..

Cutten was the price of $30 a share.
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Mr. PECORA. When, for the first time, do you now recall you men-
tioned that price to him?

The CHAIRMAN. Mr. Sinclair, would you mind sitting a little
closer to the table so that we can hear?

Mr. SINCLAIR. I am sorry. Your question again, please?
(The reporter read the pending question.)
Mr. SINCLAIR. Well, I could not say.
Mr. PECORA. Was it toward the end of the negotiations?
Mr. SINCLAIR. I would say so; perhaps several weeks before—

three weeks. I could not say.
Mr. PECORA. Did he demur to the price when you first mentioned

it to him ?
Mr. SINCLAIR. He demurred at the price before he signed the

contract.
Mr. PECORA. What did he say about it ?
Mr. SINCLAIR. He said it was too high.
Mr. PECORA. Did he make a counter proposal as to price?
Mr. SINCLAIR. He did not.
Mr. PECORA. Did you finally convince him that $80 a share was

fair and reasonable?
Mr. SINCLAIR. He accepted that price.
Mr. PECORA. Was it as a result of bargaining between you and

him?
Mr. SINCLAIR. Well, I could not say. He would have to answer

lhat question himself.
Mr. PECORA. YOU were a party to the conferences.
Mr. SINCLAIR. All the time trying to sell.
Mr. PECORA. At $30?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. What price, other than $30, did he ever mention as

a price that would interest him?
Mr. SINCLAIR. That I could not say, but it was always below $30.

I will say that.
Mr. PECORA. Was regard given by you, in the course of these con-

ferences, to the market quotations for the stock?
Mr. SINCLAIR. I did not get that question.
(The reporter read the pending question.)
Mr. SINCLAIR. Somewhat; yes, sir.
Mr. PECORA. HOW did the market quotations compare with the $30

-price that you were asking ?
Mr. SINCLAIR. I think the market was somewhat below $30.
Mr. PECORA. DO you recall what the book value of the stock was

during the course of these negotiations that you were conducting
with Mr. Cutten?

Mr. SINCLAIR. I think somewhere around "$50.
Mr. PECORA. Did the book value, in your opinion, reflect the true or

the intrinsic value of the stock?
Mr. SINCLAIR. I did not think so.
Mr. PECORA. What did you think was the intrinsic value of the

stock at that time ?
Mr. SINCLAIR. It depended largely upon the condition of the oil

business.
Mr. PECORA. Well, whatever that condition was, what did you think

was the intrinsic value of the stock at that time ?
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Mr. SINCLAIR. I thought $30 a share was a very good value or I
would not have sold them, or proposed to my directors to sell them
at $30 a share.

Mr. PECORA. Why was there that wide difference between what you
considered to be the intrinsic value of the stock and its book value ?

Mr. SINCLAIR. I could not say. I t was only my opinion in refer-
ence to the value of oil properties.

Mr. PECORA. YOU were currently informed of the book value of
the stock of your company, were you not?

Mr. SINCLAIR. I was; certainly.
Mr. PECORA. Did you think, currently, that the book value was

out of line with its intrinsic value ?
Mr. SINCLAIR. I thought so.
Mr. PECORA. Due to what?
Mr. SINCLAIR. Due to the oil situation as it came about over a

period of years.
Mr. PECORA. What do you mean by the oil situation as it came

about ?
Mr. SINCLAIR. I mean properties were not as valuable as they were

before that time. They were selling at less. Oil was selling in
lesser amount, and so forth, and so on. Our profits were not as
they should have been.

The CHAIRMAN. May I ask, Mr. Sinclair, what do you mean by
" book value "? What is that based upon?

Mr. SINCLAIR. Senator, book value is usually based upon the price
that you pay for properties acquired, adding to that your surplus
earned, and so forth.

Mr. PECORA. In other words, the liquidating value?
Mr. SINCLAIR. Book value liquidating value ?
Mr. PECORA. Wouldn't it be under those circumstances ?
Mr. SINCLAIR. I don't think so.
Senator COTJZENS, Did you add to your book value a discovery-

value ?
Mr. SINCLAIR. I think not, Senator.
Senator COTJZENS. YOU just figured actual cost in the book value?
Mr. SINCLAIR. Yes.
Senator COTJZENS. I t was the practice in the oil industry in those

days, though, was it not, to add a discovery value to the properties?
Mr. SINCLAIR. Some companies did that, but I don't think we

did it. I don't recall that we did.
Mr. PECORA. What is this element of discovery value based upon?*
Mr. SINCLAIR. The element of discovery value ?
Mr. PECORA. This element that has been referred to as discovery-

value.
Mr. SINCLAIR. I did not refer to it. We did not practice it.
Mr. PECORA. What is it based upon, whether you practiced it or

not?
Mr. SINCLAIR. I think some companies based it upon the fact that

they take a lease and make a producing property of it, and they
write up the value.

Mr. PECORA. Sort of a prospect value, is it ?
Mr. SINCLAIR. They pull themselves up by their own boot straps,,

in my opinion.
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Mr. PECORA. When you first went to Mr. Cutten and discussed
with him the propose! or suggestion that he buy these 1,130,000
shares, was it your purpose to sell to him individually and for his
own account that block of stock?

Mr. SINCLAIR. If possible.
Mr. PECORA. If possible. Did he indicate that he was prepared

to buy that large an amount of stock at that time ?
Mr. SINCLAIR. I don't think I discussed that matter with him.
Mr. PECORA. Did you have in mind at the time the organization

of a group or syndicate to purchase that amount of stock from your
company?

Mr. SINCLAIR. I t was my opinion that he would do that. That
was his business, not mine.

Mr. PECORA. Did you suggest that to him?
Mr. SINCLAIR. I do not remember that I did; it may have been

discussed.
Mr. PECORA. Have you no knowledge or recollection of that?
Mr. SINCLAIR. Not at that time.
Mr. PECORA. Eventually on October 24, 1928, negotiations between

you and Mr. Cutten had progressed to a point where a firm agreement
was entered into, dated October 24, 1928. Do you recall that?

Mr. SINCLAIR. Yes.
Mr. PECORA. Who prepared that agreement?
Mr. SINCLAIR. I t was prepared, as I understand from my counsel,,

between our counsel and the counsel for the purchaser, Mr. Cravath's-
office.

Mr. PECORA. Was Mr. Cravath's office the counsel for the pur-
chaser ?

Mr. SINCLAIR. I understand so.
Mr. PECORA. That is, he was counsel for Mr. Cutten?
Mr. SINCLAIR. I understand so—and his group.
Mr. PECORA. On October 24,1928, or by that date, had a group been?

formed, either by Mr. Cutten or by anyone else, to purchase this-
block of 1,130,000 shares?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Who formed that group?
Mr. SINCLAIR. Cutten.
Mr. PECORA. Did he take the initiative in that?
Mr. SINCLAIR. I would rather say he did; or I was taking the*

initiative as much as possible.
Mr. PECORA. Did you suggest that a group be formed, to Mr.

Cutten, or did he suggest it to you ?
Mr. SINCLAIR. I do not know; perhaps both.
Mr. PECORA. Did you become a participant in that group?
Mr. SINCLAIR. I did.
Mr. PECORA. TO what extent, originally?
Mr. SINCLAIR. Originally, I think, one fourth.
Mr. PECORA. Who were the other participants in the group, origi-

nally, the purchasing group?
Mr. SINCLAIR. Blair & Co.
Mr. PECORA. What was the extent originally of their partici-

pation ?
Mr. SINCLAIR. Blair & Co., 282,500 shares.
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Mr. PECORA. What percentage is that?
Mr. SINCLAIR. I have not a lead pencil.
Mr. PECORA. YOU have one right before you. If you do not

already know, I am afraid that you will have to make the calcu-
lation.

Mr. SINCLAIR (after a calculation by one of his associates).
Twenty-five percent.

Mr. PECORA. Did you not know when I asked that question that
it was a 25 percent participation, Mr. Sinclair?

Mr. SINCLAIR. I did not.
Mr. PECORA. Did you not have that in mind, from your knowledge

and recollection of the facts pertaining to the formation of this
purchasing group ?

Mr. SINCLAIR. I had that in mind, but I certainly did not want to
answer the question unless I was quite sure about it.

Mr. PECORA. What was the extent of your participation originally ?
Mr. SINCLAIR. Twenty-five percent.
Mr. PECORA. Who were the other participants originally in the

purchasing group?
Mr. SINCLAIR. The Chase Securities Corporation, 188,333^ shares.
Mr. PECORA. Representing what percent?
Mr. SINCLAIR. TWO twelfths, I think.
Mr. PECORA. Who were the other participants originally ?
Mr. SINCLAIR. Shermar Corporation, 94,166% shares.
Mr. PECORA. Representing one twelfth?
Mr. SINCLAIR. I would say so; yes. Arthur W. Cutten, 282,500

•shares.
Mr. PECORA. Representing 25 percent?
Mr. SINCLAIR. Yes.
Mr. PECORA. DO you know who suggested the inclusion of the

•Chase Securities Corporation in this purchasing syndicate?
Mr. SINCLAIR. I do not know whether I did or* whether someone

else did.
Mr. PECORA. If you did, what prompted you to do it ?
Mr. SINCLAIR. I was endeavoring to get together a group to buy

these shares.
Mr. PECORA. Did you understand, prior to October 24, that it

would be necessary to form a group to buy these shares because Mr.
Cutten himself could not buy them all ?

Mr. SINCLAIR. NO ; I did not. I understood that Mr. Cutten was
perfectly able to buy them all.

Mr. PECORA. Then why was the group formed?
Mr. SINCLAIR. Because, as I remember it, it was suggested by per-

haps myself or maybe him. As I said a while ago, I do not
remember.

Mr. PECORA. Had you had previous transactions with the Chase
Securities Corporation, of any kind?

Mr. SINCLAIR. Oh, yes.
Mr. PECORA. Of a syndicate character?
Mr. SINCLAIR. Well, they have sold a great many securities for

our company.
Mr. PECORA. In syndicates or through syndicates?
Mr. SINCLAIR. They usually organized syndicates.
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Mr. PECORA. Who invited Blair & Co. to participate in this pur-
chasing group ?

Mr. SINCLAIR. Perhaps I did; I do not remember.
Mr. PECORA. Had you had similar transactions prior to that time,,

with Blair & Co. ?
Mr. SINCLAIR. Not similar transactions.
Mr. PECORA. Had you had other business transactions involving:

the purchase or sale or both of securities, with Blair & Co. ?
Mr. SINCLAIR. Yes.
Mr. PECORA. And in which syndicates were formed ?
Mr. SINCLAIR. I imagine so.
Mr. PECORA. Who invited the Shermar Corporation to participate1

in the purchasing syndicate ?
Mr. SINCLAIR. I could not say. Perhaps I did.
Senator GORE. Was that Mr. Wiggins' company ?
Mr. SINCLAIR. That was Mr. Wiggins' company, as I understood it.
Mr. PECORA. With whom did you discuss in behalf of the Shermar

Corporation the participation of that corporation in this purchasing
syndicate ?

Mr. SINCLAIR. I think it was discussed at the time Mr. Wiggin was
present, if I remember correctly.

Mr. PECORA. DO you mean you discussed it with Mr. Wiggin ?
Mr. SINCLAIR. I think Mr. Wiggin was present when the matter

was discussed.
Mr. PECORA. Was he present as a representative of the Shermar

Corporation or as a representative of the Chase Securities Corpora-
tion?

Mr. SINCLAIR. I could not testify to that. I imagine, both. I do<
not know.

Mr. PECORA. DO you remember meeting Mr. Callahan, who repre-
sented the Chase Securities Corporation, in any of the conferences'
that led to the formation of this purchasing group ?

Mr. SINCLAIR. I do.
Mr. PECORA. Callahan represented the Chase Securities Corpora-

tion in those conferences, did he not ?
Mr. SINCLAIR. I could not say. I think Mr. Freeman was present.
Mr. PECORA. Representing the Chase Securities Corporation?
Mr. SINCLAIR. I could not say who they were representing.
Mr. PECORA. HOW much of a participation was the Chase Securi-

ties Corporation originally invited to take in this purchasing group ?
Mr. SINCLAIR. I could not answer that. Personally I should have

liked to have them take it all.
Mr. PECORA. Who could answer that ?
Mr. SINCLAIR. Perhaps, Mr. Cutten.
Mr. PECORA. Mr. Cutten referred us to you.
Mr. SINCLAIR. I am sorry.
Mr. PECORA. YOU want to refer us back to him?
Mr. SINCLAIR. What about the Chase Securities Co.? Cannot

they answer those questions ?
Mr. PECORA. They will be given a chance to. But Mr. Callahan is

dead, unfortunately.
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Mr. SINCLAIR. I think there was a Mr. Freeman there representing
either the Chase Corporation or the Chase Bank. I do not know
who he represented.

Mr. PECORA. I thought, in view of the fact that you were one of
the original participants and you first proposed to Mr. Cutten the
transaction whereby your company was to sell this large block
of stock, that you would be in a position to tell us something about
the primary details of this purchasing group, how it was formed,
at whose invitations participations were given, and so forth.

Mr. SINCLAIR. I should be delighted to tell you any information
I might have, Mr. Pecora.

Mr. PECORA. Are you unable to tell us because you never knew, or
because you have a failure of recollection?

Mr. SINCLAIR. I will tell you what
Mr. PECORA. I am asking you about it.
Mr. SINCLAIR. What was the question?
Mr. PECORA. YOU have answered a series of questions, and the

formula that you have used was " I cannot tell you " or " I cannot
say " or " I do not know." Do you make those answers because you
never knew those things, or because you have at the present time a
failure of recollection about those things?

Mr. SINCLAIR. I do not know that I have a failure of recollection,
hut it is rather difficult to remember the details of transactions or
some 5 or 6 years ago.

Mr. PECORA. Did you ever have a larger transaction in dollars and
cents with regard to the stock of the Sinclair Consolidated Oil Cor-
poration than this one that I am now asking you about?

Mr. SINCLAIR. I rather—I mean, yes. I do not remember whether
it was the Sinclair Consolidated Corporation or whether it was the
corporation before that. [After consulting with associates:] That
was the company that was organized, I believe, before the Sinclair
•Consolidated, the Sinclair Oil & Refining Corporation, or perhaps
it was the Sinclair Consolidated; I do not remember.

Mr. PECORA. Had you ever had any business transaction prior to
this time we are speaking of with the Shermar Corporation?

Mr. SINCLAIR. Directly?
Mr. PECORA. Directly or indirectly.
Mr. SINCLAIR. I could not say whether the Shermar Corporation

was a member of various syndicates in the sale of our securities or
not. I imagine they were. I do not know. Unless you partici-
pated in the syndicate you would not know the participants.

Senator GORE. Did your company own any stock in the Chase
National Bank?

Mr. SINCLAIR. NO, sir.
Mr. PECORA. HOW long before October 24, 1928, did you and Mr.

dutten and other members of the purchasing group, "the original
purchasing group, reach an agreement on a price of $30 a share for
that stock ?

Mr. SINCLAIR. I could not say, but it was a few days before; it may
liave been a week or 10 days. That is, the agreement reached subject
to the approval of the directors of the company. I had no authority
to make a firm agreement with anyone unless approved by the
directors.
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Mr. PECORA. When for the first time was the firm agreement entered
Into?

Mr. SINCLAIR. October 24.
Mr. PECORA. 1928?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. At that time the agreement was entered into between

the Sinclair Consolidated Oil Corporation as the seller and Arthur W.
Cutten individually as the buyer?

Mr. SINCLAIR. Yes.
Mr. PECORA. But you knew that Arthur W. Cutten individually

was not going to be the buyer, did you not, at that time?
Mr. SINCLAIR. I did.
Mr. PECORA. YOU knew that a purchasing group had been formed,

consisting of five units, namely, you, Cutten, Blair & Co., the Chase
Securities Corporation, and the Shermar Corporation?

Mr. SINCLAIR. Eight.
Mr. PECORA. Why was not the firm agreement made with those

members of the purchasing group instead of with Mr. Arthur Cutten
individually ?

Mr. SINCLAIR. I could not tell you.
Mr. PECORA. YOU were conducting these negotiations for your cor-

poration, were you not?
Mr. SINCLAIR. Eight.
Mr. PECORA. Why can you not tell us why such an important agree-

ment was made with Mr. Cutten individually instead of with the
persons that you knew were going to be the actual buyers ?

Mr. SINCLAIR. I cannot answer that question, because it did not
make any difference to me whether the contract was made with the
group or with Mr. Cutten.

Mr. PECORA. Why did it not make a difference ?
Mr. SINCLAIR. Because I was going to be a member of the group

immediately.
Mr. PECORA. Then, why did you you not have yourself included in

the agreement to purchase?
Mr. SINCLAIR. I do not know, unless my attorney might tell you,

or somebody's attorneys. I have no reason for its not being me
direct, or any reason for its not being made with Mr. Cutten.
Personally I did not care.

Mr. PECORA. I t was known that the actual purchasers were to be
five individuals or corporations, was it not ?

Mr. SINCLAIR. Yes.
Mr. PECORA. And despite that known fact at that time the agree-

ment was made with Mr. Cutten individually by your corporation,
was it not ?

Mr. SINCLAIR. I think so.
Mr. PECORA. That was advisedly done, was it not?
Mr. SINCLAIR. Not by me.
Mr. PECORA. By whom?
Mr. SINCLAIR. I do not know. I did not participate in the meet-

ing; I do not know. But I am pretty sure that the directors of
the corporation understood who and what the group was going to
be. But why they made it in the name of Mr. Cutten I could not
say. It may be strange, but that is a fact. I had not any reason
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for its not being made with the group, and I had no reason for its.
not being made with Mr. Cutten.

Mr. PECORA. Why was the agreement made in a form that was at
variance with what was known to be the actual fact, namely, that
the purchaser was not to be Arthur W. Cutten in his own individual
right, but that the purchaser was to be this syndicate of five members?

Mr. SINCLAIR. I cannot tell.
Mr. PECORA. What?
Mr. SINCLAIR. I cannot tell you.
Mr. PECOBA. Who do you think could say?
Mr. SINCLAIR. I would suggest the attorneys.
Mr. PECORA. Who were the attorneys that advised that the agree-

ment be made in that form?
Mr. SINCLAIR. I do not know whether they advised it or not. The

contract was certainly made that way.
Mr. PECORA. Who were the attorneys you had in mind when you

suggested that the attorneys could answer the question ?
Mr. SINCLAIR. Mr. Stanford was our general attorney at that

time. He is right here.
Mr. PECORA. Mr. Stanford has already been sworn, and I will ask

him if he can enlighten this committee as to the reason for that.
Mr. STANFORD. I do not know why the contract was made in the

name of Cutten rather than the group.
Mr. PECORA. DO you know anybody that does know ?
Mr. STANFORD. Allow me to answer the question.
Mr. PECORA. I thought you had when you said you did not know.
Mr. STANFORD. I will finish my answer, and then you can ask me*

another.
Mr. PECORA. All right.
Mr. STANFORD. I say, I do not know why the contract was made

individually with Mr. Cutten rather than the group, except that it
must have been at the request of the group it was made that way.

Mr. PECORA. Mr. Stanford, were you a participant in the discus-
sions with the group in which the decision was made to have the con-
tract made with Mr. Cutten individually ?

Mr. STANFORD. NO, I was not.
Mr. PECORA. Mr. Sinclair, I am afraid that I will have to fall back

on you. I have adopted your suggestion of referring the matter to
Mr. Stanford. You have heard his answers which are that he does
not know, in substance. Do you know the reason why it was done?'

Mr. SINCLAIR. I have said that I did not.
Mr. PECORA. DO you know anybody that does know the reason

why it was done in that way ?
Mr. SINCLAIR. I do not. Perhaps some one in this group does;

but I do not.
Mr. PECORA. YOU were in the group.
Mr. SINCLAIR. I do not know everything that was done.
Mr. PECORA. Mr. Cutten last week did not seem to know, when he

testified last week before this committee.
Mr. SINCLAIR. Could you tell me what is the difference whether

it was made with the group or whether it was made with Mr. Cutten?
Mr. PECORA. That is what I want you to tell us.
Mr. SINCLAIR. I do not know.
Mr. PECORA. Why it was done that way.
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Mr. SINCLAIR. I do not know. I cannot answer. I t was not a
secret at all.

Mr. PECORA. What is that ?
Mr. SINCLAIR. It was not a secret.
Mr. PECORA. I t was not done by accident, was it?
Mr. SINCLAIR. Perhaps it might have been; I do not know.
Mr. PECORA. Are those things done by accident, Mr. Sinclair—a

deal involving $30,000,000? They are not done by accident, are they?
Mr. SINCLAIR. I would not think so.
Mr. PECORA. DO you not think it was done by design?
Mr. SINCLAIR. Well, I could not answer that question. Perhaps

you are right.
Mr. PECORA. Can you suggest any reason why it should have been

done by design in that way ?
Mr. SINCLAIR. I have said I could not.
Mr. PECORA. YOU could not even suggest a reason ?
Mr. SINCLAIR. NO, sir.
Mr. PECORA. NOW, do you recall when the agreement was signed

by the Sinclair Consolidated Oil Corporation, this agreement of
October 24, 1928?

Mr. SINCLAIR (addressing an assistant). What is the date, please?
[After a pause.] October 24.

Mr. PECORA. I know; but when on that day, during the forenoon
or the afternoon?

Mr. SINCLAIR. I would say the afternoon. We usually have our
meetings around 1 o'clock.

Mr. PECORA. YOU mean meetings of the board?
Mr. SINCLAIR. Yes, sir; executive committee.
Mr. PECORA. Was there a meeting of the board of directors of the

Sinclair Consolidated Oil Corporation held on that day?
Mr. SINCLAIR (after conferring). I t was an executive committee

meeting on the 24th. The contract was signed and I understand
that the directors' meeting was the next day, approving the contract.

Mr. PECORA. Was the meeting of the executive committee of the
board held before or after the agreement between the corporation
and Cutten was formally entered into ?

Mr. SINCLAIR. Eead that question, please.
(The shorthand reporter read the question of Mr. Pecora.)
Mr. SINCLAIR. I am trying to get your question correct in my

mind. Do I understand the question to be whether or not the con-
tract was signed before the approval of the executive committee?
Was that the question?

Mr. PECORA. Yes, sir.
Mr. SINCLAIR. I do not think it was.
Mr. PECORA. Where was this agreement signed, at the office of the

company ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Same place where the meeting of the executive com-

mittee was held?
Mr. SINCLAIR. I do not know whether in that same room or not.
Mr. PECORA. In the same offices?
Mr. SINCLAIR. In the same building; yes.
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Mr. PECORA. Well, in the offices of the Oil Corporation ?
Mr. SINCLAIR. Yes.
Senator GORE. Mr. Sinclair
Mr. SINCLAIR. Yes, sir.
Senator GORE. What was the object in making this sale of stock

and raising this money? Was it to buy new properties, to develop
old properties, to pay debts, or both? What was the immediate
object?

Mr. SINCLAIR. I would say, Senator, for both.
Senator GORE. What was done with the money after the sale

was made?
Mr. SINCLAIR. During '28 we expended some 20 million dollars

for capital expenditures; '29 I think over 40 million. Those moneys
were used in the regular course of business. I do not remember
whether there was any funded debt included in the expenditures or
not.

Senator GORE. DO you know whether you had definite commit-
ments that you wanted to meet with the proceeds of the sale ?

Mr. SINCLAIR. NO; we did not. Of course, we had quite some
funded debt, Senator, which is more or less definite.

Senator GORE. Maturing?
Mr. SINCLAIR. NO; not at that moment. [After conferring.}

The first maturity was September 1930. I was going to say, Sena-
tor, that our competitors in the oil industry are usually rather busy
taking advantage of an opportunity to purchase, and I feel that
it is a very wise thing for any oil company to have plenty of money
in the treasury if it possibly can, whether you do use it or jou do not*

Senator GORE. YOU would not limit that to oil companies, would
you?

Mr. SINCLAIR. That is about all I know anything about, Senator*
Senator COTJZENS. Was the Prairie Oil Co. a competitor of yours

at that time ?
Mr. SINCLAIR. Yes, sir; in the producing business, Senator.
Mr. PECORA. Your company was a producing as well as a dis-

tributing company?
Mr. SINCLAIR. Yes.
Mr. PECORA. The Prairie Pipe Line was the competitor, was it7

Mr. Sinclair, in the pipe-line business ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Mr. Sinclair, reverting again to the fact that the

agreement by your corporation to sell its 1,130,000 shares was in
form made with Mr. Arthur W. Cutten individually, although at
the time you knew that a syndicate of which you were a 25 percent
member or participant was actually going to buy that block of stock,
the reason the contract was signed by Mr. Cutten individually was to
conceal your name from the record as a participant in the purchasing
group ?

Mr. SINCLAIR. I t was not.
Senator COUZENS. Why wasn't the stock offered to the stock-

holders ?
Mr. SINCLAIR. Senator, at the time these negotiations were being

had the shares of our company in the past 4 years before that
time had never sold as high as 30. I do not think that we would
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have been successful—that is my personal opinion—if the shares-
had been sold to the stockholders. If they had been we would not
have received, in my opinion, as much as $30 a share for them, and
I doubt very much whether you could find a syndicate to underwrite
shares that "the stockholders do not wish to accept only at a very low
cost.

Senator COTJZENS. One of the reasons for that would have been
that you earned only 89 cents a share in 1927, and even at a capitali-
zation of $30 a share it would have earned only about $2.65 per share.
It appears to me that it must be obvious to you that you could not
have sold them on any such earning power as that. Could you?

Mr. SINCLAIR. I doubt very much whether we could or not have
sold it to the stockholders, because it is rather difficult to get together
a syndicate to underwrite that which they do not know whether they
will accept except at a low figure.

Mr. PECORA. Was an opinion sought by you in behalf of your com-
pany from any attorney or attorneys concerning the necessity of
the company first offering this block of stock to its then existing
stockholders ?

Mr. SINCLAIR. Will you repeat that question, please?
(The shorthand reporter read the question of Mr. Pecora as above

recorded.)
Mr. SINCLAIR. Yes.
Mr. PECORA. And did you get an opinion to the effect that it was

not obligatory or necessary for the corporation first to offer these
shares to its stockholders ?

Mr. SINCLAIR. I think so. However, the stockholders voted at one
time that it was not necessary. I quite understood that. I thought
I did, but I got an opinion from the attorney.

Mr. PECORA. NOW, on October 24, 1928 you said a meeting of the
executive committee of the board of your corporation was held.

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. At that time was there presented to the committee for

its formal action a proposal to sell to Arthur W. Cutten this 1,130,000
shares for $30 a share ?

Mr. SINCLAIR. I understand, sir.
Mr. PECORA. Who presented that proposition to the committee ?
Mr. SINCLAIR. I do not remember.
Mr. PECORA. Did you?
Mr. SINCLAIR. I could not say. Perhaps I did, or my attorney.
Mr. PECORA. Had you previously told any members of the executive

committee that you would be interested with Mr. Cutten in that
purchase?

Mr. SINCLAIR. I think so.
Mr. PECORA. What is that?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Had you done that at any meeting of the executive

committee, or had you done it through the medium of informal dis-
cussions with different members of the executive committee from time
to time?

Mr. SINCLAIR. Informal discussions. Until the meeting of the ex-
ecutive committee at the time the contract was to be approved I did
not vote, and the reason I did not vote was because I informed them
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.at that time that I would be interested in the syndicate. I left the
room.

Senator COUZENS. That is what the directors of the Keconstruc-
tfcion Finance Corporation do when they lend themselves money.

Mr. SINCLAIR. Are you comparing this, Senator, with the Recon-
struction Finance Corporation?

Senator COTJZENS. I would not be competent to make a comparison,
Jbut I think that they all know the same tricks.

Mr. SINCLAIR. Well, do you agree that they are tricks ?
Senator COTJZENS. I think they are when they profit individually

from their actions as corporate officers.
Mr. SINCLAIR. IS the Reconstruction Finance Corporation a Gov-

ernment institution or a private corporation ?
Senator COTXZENS. Sometimes it looks as though it was a private

^corporation, but I assume that legally it is a public corporation.
Mr. SINCLAIR. I cannot answer for the Government, Senator.
Senator COTJZENS. I understand that. Neither can any of us.
Mr. PECORA. Mr. Sinclair, let me read to you from committee's

exhibit no. 20, which contains an excerpt from the minutes of a
regular meeting of the executive committee of said corporation,
then known as Sinclair Consolidated Oil Corporation, duly held on
October 2'4,1928 (reading):

Mr. Walker, at the request of the chairman, stated to the meeting that Arthur
W. Cutten and associates had made an offer to purchase at a price of $30 per
share all of the corporation's unissued authorized common stock, together with
14,481 shares of the same class of stock now held in the treasury of the corpo-
ration, a total of 1,130,000 shares, and further advised the meeting that Blair
& Co., Inc., Chase Securities Corporation, and Mr. H. F. Sinclair were inter-
ested parties to the transaction.

Do you recall that action taken at the meeting of the executive
committee? Is you recollection refreshed by my reading of that
excerpt from the minutes?

Mr. SINCLAIR. I think that is correct.
Mr. PECORA. Was it correct that Mr. Cutten and his associates had

made an offer to purchase those shares, or was it correct to say that
the Sinclair Corporation had made an offer to sell those shares to
Mr. Cutten and to his associates ?

Mr. SINCLAIR. I rather think the minds had met.
Mr. PECORA. Their minds met in an agreement. The meeting of

the minds was evidenced by an agreement, was it not?
Mr. SINCLAIR. Yes.
Mr. PECORA. But originally the proposition consisted of an offer

made by you in behalf of your corporation to Mr. Cutten to sell to
Mm and to his associates ?

Mr. SINCLAIR. A tentative offer.
Mr. PECORA. Tentative offer—it was tentative until it was acted

upon?
Mr. SINCLAIR. Quite.
Mr. PECORA. Yes. Now, do you know why the matter was

brought to the notice of the executive committee on October 24,
1928, in the form in which it appears to have been brought to its
attention by this extract from its minutes that I have read to you ?

Mr. SINCLAIR. I do not understand your question Mr. Pecora.
Mr. PECORA. Let me put it in another way, then: Why were the

members of the executive committee told when this matter was first
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brought formally to their attention at this meeting of October 24,
1928, that Mr. Cutten and associates had made an offer to purchase
from the corporation at a price of $30 per share these 1,130,000
shares?

Mr. SINCLAIR. Those were the facts.
Mr. PECORA. Was it not the fact instead that the corporation

originally through you had offered to sell those shares for $30 a
share to Mr. Cutten?

Mr. SINCLAIR. I had not the authority to sell the shares at $30
a share.

Mr. PECORA. Whether or not you had the authority, you under-
took to open negotiations with Mr. Cutten for the purpose of selling
in behalf of your corporation to him this 1,130,000 shares?

Mr. SINCLAIR. Very diligently.
Mr, PECORA. Very diligently?
Mr. SINCLAIR. Yes. I used every effort I had as a salesman to

do it.
Mr. PECORA. I don't hear you, Mr. Sinclair.
Mr. SINCLAIR. I say I used every effort possible as a salesman

to make the sale.
Mr. PECORA. Why would it not have been more correct, then, to

have stated at this meeting of the executive committee on October
24 that the corporation through you had offered to sell those
1,130,000 shares at $30 a share to Mr. Cutten and that Mr. Cutten
had agreed to buy them?

Mr. SINCLAIR. I don't understand your question.
Mr. PECORA. Mr. Reporter, will you read the question to him

again, please? Will you follow him closely, Mr. Sinclair, and if
there is a single word in that question that you do not know the
meaning of, tell me, please.

(The shorthand reporter read the original question of Mr. Pecora
as above recorded.)

Mr. SINCLAIR. I cannot answer the question, other than it did not
make any difference to me.

Mr. PECORA. Did it make a difference to you to have the facts
correctly set forth to the executive committee ?

Mr. SINCLAIR. I thought it would. I was endeavoring to do that.
Mr. PECORA. Was it strictly correct to say that Mr. Cutten had

made an offer to purchase these shares at $30 a share, or was it more
correct to say that Mr. Cutten had accepted an offer that you con-
veyed to him in behalf of your corporation to sell him those shares
at $30 a share?

Mr. SINCLAIR. Mr. Pecora, I cannot answer the question, because
you may feel it is correct doing it one way; some one else may feel it
is correct doing it the other way.

Mr. PECORA. I am asking you what your opinion is as to which
would have been more correct or which would have been more in
accordance with the known facts.

Mr. SINCLAIR. I t is my opinion that what was done was correct.
Mr. PECORA. And what was done was the making of a statement to

the executive committee that Mr. Cutten had made an offer to buy
those shares for $30 a share. The truth of the matter is that Mr.
Cutten never made any such offer until after you had proposed to
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him in behalf of your corporation that your corporation would sell
him those shares?

Mr. SINCLAIR. Before this meeting ?
Mr. PECORA. Before that meeting; yes.
Mr. SINCLAIR. NO.
Mr. PECORA. What?
Mr. SINCLAIR. I have said all the time it was a tentative offer that

1 made to Mr\ Cutten, which must be approved by my board. Now
whether Mr. Cutten said he would buy or I said I would sell or we
will sell subject to the approval of the board, 1 do not know, Mr.
Pecora.

Mr. PECORA. In what form was Mr. Cutten's offer submitted to the
corporation?

Mr. SINCLAIR (after conferring). It was in the form of a written
contract.

Mr. PECORA. Where is it?
Mr. SINCLAIR (after conferring). I think you have this informa-

tion, Mr. Pecora.
Mr. PECORA. What is that?
Mr. SINCLAIR. I think you have this same information.
Mr. PECORA. I have no record of any offer made by Mr. Cutten

to the corporation, Mr. Sinclair. If you have, I would be very glad
to have you supply it or submit it.

Mr. SINCLAIR. There seems to be no written offer made by Mr.
Cutten. It must have been verbal.

Mr. PECORA. TO whom was it made?
Mr. SINCLAIR. Perhaps myself.
Mr. PECORA. Have you no recollection of it?
Mr. SINCLAIR. Well, I would not know. Some of the other direc-

tors might have been there at some of the former meetings.
Mr. PECORA. Well, this was the first time at which this matter

was entered on the records of any meeting of either the executive
committee or the board of directors of your company, was it not?

Mr. SINCLAIR. That was the first formal meeting.
Mr. PECORA. Let me read to you again, for the purpose of possibly

refreshing your recollection, tnis extract from committee's exhibit
no. 120, consisting of the excerpt from t^e minutes of the executive
committee meeting of your corporation of October 24,1928.

Mr. SINCLAIR. Beading from the first page?
Mr. PECORA. Reading from the first page. (Reading:)
Mr. Walker, at the request of the chairman, stated to the meeting that

Arthur W. Cutten and associates had made and offer to purchase, at a price
of $30 per share, all of the corporation's unissued authorized common stock
together with 14,481 shares of the same class of stock now held in the treasury
of the corporation, a total of 1,130,000 shares, and further advised the meeting
that Blair & Co., Inc., Chase Securities Corporation, and Mr. H. F. Sinclair
were interested parties to the transaction.

You then were an interested party to the transaction by virtue of
an agreement you had reached with Mr. Cutten, Blair & Co., and the
Chase Securities Corporation that the four of you would form this
purchasing syndicate ?

Mr. SINCLAIR. Tentative agreement; yes, sir.
Mr. PECORA. When you refer to that as a tentative agreement, why

do you designate it that way?
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Mr. SINCLAIR. I designate it that way, Mr. Pecora, on account of
the fact that if the executive committee of the board of directors had
not approved of the contract it would not have been a contract. We
would not have made it.

Mr. PECORA. But all the terms and conditions of the agreement
among the participating members of the purchasing syndicate had
been approved by those members and fully agreed upon ?

Mr. SINCLAIR. Approved, yes.
Mr. PECORA. The agreement was to be effective in the event that

the corporation sold those shares to Cutten and his associates for $30
a share?

Mr. SINCLAIR. Yes.
Mr. PECORA. NOW let me read further from this extract from the

minutes of the meeting of the executive committee. I am reading
from committee's exhibit no. 120 again, second page:

Thereupon, Mr. Sinclair relinquished the chair to Mr. Watts, and, together
with Mr. Walker, retired from the meeting while said offer was being discussed
and acted upon.

Do you recall that occurrence ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. And why did you and Mr. Walker leave the meeting?
Mr. SINCLAIR. Because we were parties to the transaction.
Mr. PECORA. YOU were on both sides of the transaction, were you

not?
Mr. SINCLAIR. I was not on both sides. I was on the other side

when I left the meeting.
Mr. PECORA. Well, as the chairman of the board of the directors

of the corporation you were acting for the corporation, were you
not, om the one side ?

Mr. SINCLAIR. Not when I left the meeting.
Mr. PECORA. But up to that time——
Mr. SINCLAIR (interposing). Yes, sir.
Mr. PECORA (continuing). In the negotiations
Mr. SINCLAIR. Yes, sir.
Mr. PECORA (continuing). You were representing the corporation,

were you not?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Did you state to the members of the executive commit-

tee the extent of your interest in this purchase ?
Mr. SINCLAIR. I could not say. I rather imagine I did.
Mr. PECORA. IS there anything on any of the records of the cor-

poration to show that you revealed to the members of the executive
committee the extent of the interest which you were going to take
with Mr. Cutten and other associates in this transaction?

Mr. SINCLAIR. NO.
Mr. PECORA. What?
Mr. SINCLAIR. NO.
Mr. PECORA. Would that indicate that you did not disclose the

extent of your interest?
Mr. SINCLAIR. I do not think so. The extent of my interest in

the syndicate was not a secret, Mr. Pecora.
Mr. PECORA. Why was it not stated on the record at this meeting

of the executive committee?
Mr. SINCLAIR. I do not know.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3 2 8 0 STOCK EXCHANGE PRACTICES

Mr. PECORA. What?
Mr. SINCLAIR. I do not know.
Mr. PECORA. DO you know whether or not you revealed the extent

of your interest?
Mr. SINCLAIR. I am quite sure that I revealed my interest to a

number of the directors informally. I am quite sure I did not at
this meeting.

Mr. PECORA. YOU did not at the meeting?
Mr. SINCLAIR I do not think so.
Mr. PECORA. And this meeting was the first meeting at which the

matter was formally considered by the executive committee, was it
not?

Mr. SINCLAIR. Eight.
Mr. PECORA. The Mr. Walker referred to in this extract from these

minutes was Mr. Elisha Walker who at that time was president of
Blair & Co. ?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. DO you recall that Mr. Walker made known to the

executive committee at this meeting of October 24 the extent of the
interest of Blair & Co. in this purchasing group ?

Mr. SINCLAIR. I do not know whether he did or not. He did not
while I was in the meeting.

Mr. PECORA. HOW long did the discussion last before the executive
committee, before it agreed to make this agreement with Cutten?

Mr. SINCLAIR. I cannot say.
Mr. PECORA. HOW?
Mr. SINCLAIR. I cannot say.
Mr. PECORA. Was there any protracted discussion of it ?
Mr. SINCLAIR. I would imagine so.
Mr. PECORA. What is that?
Mr. SINCLAIR. I imagine so.
Mr. PECORA. Were you called in by the board to give them any

further explanation of the transaction?
Mr. SINCLAIR. I was not.
Mr. PECORA. Or of the offer?
Mr. SINCLAIR. I was not.
Mr. PECORA. Was Mr. Walker?
Mr. SINCLAIR. I do not know.
Mr. PECORA. Well, who was at the board meeting after you and

Mr. Walker retired from it to give the members of the executive
committee full and complete information?

Mr. SINCLAIR. If you will take the same exhibit—I think it is 120?
Mr. PECORA. Exhibit 120; yes, sir.
Mr. SINCLAIR. The executive committee at that time consisted of

15 members. Those present were J. W. Carnes, E. H. Clark, Mr.
Clarkson—B. L. Clarkson was a member, but not being present—
C. E. Crawley, J. F. Farrell, S. L. Fuller, W. H. Isom, W. P.
Philips, J. E. Simpson, E. W. Sinclair—E. W. Sinclair was not
there. I was a member of the board, but was not present when the
contract was executed. E. K. Tinker was a member, but not being
present. Elisha Walker was there, but left the meeting. A. E.
Watts was there and presided. Mr. H. P. Whitney was a member,
but not being there.
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Mr. PECOEA. Well, who was there after you and Mr. Walker re-
tired from the room to give the members of the executive committee
complete information concerning this so-called " offer" from Mr.
Cutten to buy those shares?

Mr. SINCLAIR. Our counsel was there.
Mr. PECORA. Mr. Stanford?
Mr. SINCLAIR. Mr. Stanford.
Mr. PECORA. Did not Mr. Stanford become a subparticipant in

this purchasing group?
Mr. SINCLAIR. He became a subparticipant in my portion of the

group, yes.
Mr. PECORA. And to that extent became a subparticipant in the

purchasing group, is that right?
Mr. SINCLAIR. Yes.
Mr. PECORA. Who other than Mr. Stanford was there qualified

and supplied with the necessary information to tell the executive
committee all about this proposition?

Mr. SINCLAIR. I will say J. W. Carnes, E. H. Clark, C. E. Crawley,
J. F. Farrell, S. L. Fuller, W. H. Isom, W. P. Philips, J. K. Simp-
son, A. E. Watts.

Mr. PECORA. Have you left out any names?
Mr. SINCLAIR. Only those who were not present.
Mr. PECORA. Yes. So that every one present was in possession

of complete information about this transaction?
Mr. SINCLAIR. I think so.
Mr. PECORA. Where did they get it from?
Mr. SINCLAIR. They got it from our attorneys. They got it from

the discussion that they had at this meeting.
Mr. PECORA. They got it from discussions that they had at this

meeting ?
Mr. SINCLAIR. Perhaps in meetings before in informal discussion.
Mr. PECORA. But there was no meeting before in which the matter

came in formal discussion?
Mr. SINCLAIR. I said " informal discussion."
Mr. PECORA. Informal discussion?
Mr. SINCLAIR. Yes.
Mr. PECORA. Would a matter of this sort be of such slight conse-

quence that it would not be entered on the minutes of the meeting
when it was a matter of discussion at the meeting?

Mr. SINCLAIR. Yes.
Mr. PECORA. I t would ?
Mr. SINCLAIR. Yes. We discussed many things that never

happened.
Mr. PECORA. NOW, Mr. Watts was given a subparticipation in this

purchasing group, was he not ?
Mr. SINCLAIR. He was, later.
Mr. PECORA. He was the vice chairman of the corporation at that

time?
Mr. SINCLAIR. He was.
Mr. PECORA. And one of those who voted to approve this trans-

action ?
Mr. SINCLAIR. He did.
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Mr. PECORA. And he got that subparticipation out of your original
interest, did he not?

Mr. SINCLAIR. He did.
Mr. PECORA. NOW, what other officers or directors of the company

received a subparticipation in this original purchasing group from
you?

Mr. SINCLAIR. J. F . Farrell.
Mr. PECORA. J. F. Farrell. Who else?
Mr. SINCLAIR. J. H. Markham, Jr. ; E. W. Sinclair; P. W. Thirtle;

A. E. Watts; H. P. Whitney.
Mr. PECORA. When were these various directors given these sub-

participations in the purchasing group by you?
Mr. SINCLAIR. I would say 30 days. Sixty days. I could not

remember. [After conferring with an associate.] About 3 weeks I
understand.

Mr. PECORA. Did not Mr. F. W. Bartlett acquire a subpartici-
pation ?

Mr. SINCLAIR. Not from me.
Mr. PECORA. Not from you?
Mr. SINCLAIR. NO, sir.
Mr. PECORA. Did he from anyone else among the original partici-

pants ?
Mr. SINCLAIR. I do not know.
Mr. PECORA. Well, do you not know that Mr. Arthur W. Cutten

gave him a subparticipation out of his interest?
Mr. SINCLAIR. I do not know; no.
Mr. PECORA. YOU do not know?
Mr. SINCLAIR. NO.
Mr. PECORA. IS this the first time that you have heard of it?
Mr. SINCLAIR. Oh, I have heard of it, but I do not know.
Mr. PECORA. Bartlett was a director of the company, was he not,

at the time he got this subparticipation in the original purchase?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. NOW, do you recall any other officer or director who

either from you or through you, or from or through any other of
the original participants in the purchasing group received a subpar-
ticipation in the purchasing group?

Mr. SINCLAIR. Mr. W. L. Conley.
Mr. PECORA. Mr. W. L. Conley?
Mr. SINCLAIR. Yes.
Mr. PECORA. HOW did he get his participation ?
Mr. SINCLAIR. He got it from me. He was a vice president, but

not a director. He did not belong to the executive committee.
Mr. PECORA. Who else?
Mr. SINCLAIR. That is all I have a list of here. Those who got

subparticipation from these other men I know nothing about.
Mr. PECORA. DO you know of any reason why any of your officers

or directors should get subparticipations from any of the other origi-
nal participants in the purchasing syndicate ?

Mr. SINCLAIR. I know of no reason; no.
The CHAIRMAN. Who was Mr. E. W. Sinclair ?
Mr. SINCLAIR. He was my brother. He was not present at this

meeting.
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Mr. PECORA. Did you ever learn of any friction at this meeting
of the executive committee that arose and manifested itself while they
were considering this offer of Cutten's on October 24?

Mr. SINCLAIR. I did not.
Mr. PECORA. AS far as you know did the thing go through there

smoothly ?
Mr. SINCLAIR. I t did not or did ?
Mr. PECORA. Did it?
Mr. SINCLAIR. I rather think so.
Mr. PECORA. Have you any doubt of it?
Mr. SINCLAIR. I have no reason to doubt it.
Mr. PECORA. NO. NOW at the time that this agreement of Octu-

ber 24 was entered into what was the market quotation for the stock?
Mr. SINCLAIR. I will have to refresh my memory. [After con-

sulting with associates.] The range of the market of October 24
was from 32 to 35%- The range of the market on the 23rd was
29% to 32.

Mr. PECORA. I am talking about the 24th.
Senator COUZENS. That is all a matter of record, Mr. Pecora.
Mr. PECORA. I wanted to see if he knew it.
Senator COUZENS. He is getting it off of the same kind of a sheet

that the other witnesses did.
Mr. PECORA. Was the market price of the stock considered by tht,

board or the executive committee on that date when they agreed to
sell to Cutten for $30 a share?

Mr. SINCLAIR. I would think so. I was not in the meeting.
Mr. PECORA. Well, you were in the meeting part of the time?
Mr. SINCLAIR. Yes.
Mr. PECORA. Were you not?
Mr. SINCLAIR. Part of the time. A very short time. But I was

very sure that they would consider the market.
Mr. PECORA. NOW this purchasing syndicate from the inception

had in mind that it would sell those 1,130,000 shares to the public
at a profit as quickly as possible, did it not?

Mr. SINCLAIR. I think so.
Mr. PECORA. HOW ?
Mr. SINCLAIR. I would say so. That is usually what a syndicate is

formed for.
Mr. PECORA. Yes. And that purpose was carried out by April

the 16th, 1929, was it not?
Mr. SINCLAIR. IS that correct? [Addressing his associates.]
Mr. PECORA. That is the date, according to the testimony here, that

the account was closed and that the syndicate's operation resulted
in a profit to it of about 12 million dollars. Now there has been
testimony given here that out of that 12 million dollars—-plus profit
that accrued to that purchasing syndicate—2y2 percent oi the profit
was given to a man named Fitzpatrick. Do you know anything
about that?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Who was Fitzpatrick?
Mr. SINCLAIR. President of the Prairie Oil & Gas Co.
Mr. PECORA. Which is a competing company?

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



3284 STOCK EXCHANGE PKACTICES

Mr. SINCLAIR. I t was a competing company as far as production
was concerned only.

Mr. PECORA. Wasn't it a competing company in the oil production
field?

Mr. SINCLAIR. In the production field; yes, if you call that a com-
peting company. We did not so consider it.

Mr. PECORA. Who caused that 2y2 percent to be given to Fitzpat-
rick?

Mr. SINCLAIR. I understood that Blair & Co. did.
Mr. PECORA. Who?
Mr. SINCLAIR. Blair & Co.
Mr. PECORA. For what reason?
Mr. SINCLAIR. I don't know.
Mr. PECORA. Did you know Mr. Fitzpatrick then?
Mr. SINCLAIR. Very well.
Mr. PtecoRA. Did you ever have any business controversies with his

company in the competitive field?
Mr. SINCLAIR. Controversies?
Mr. PECORA. Yes.
Mr. SINCLAIR. We have had quite some competition, but no con-

troversies with him.
Mr. PECORA. When did you first hear of any proposal to present

to Mr. Fitzpatrick 2y2 percent of the profits 01 12 million dollars ?
Mr. SINCLAIR. Well. I should say it was very close to the time

that this transaction was made. I could not sajr whether it was a
month afterwards, or 6 weeks, or 3 weeks, or what it might have been.

Mr. PECORA. After what date?
Mr. SINCLAIR. After October 24.
Mr. PECORA. From whom did you first hear of the proposal to

give Mr. Fitzpatrick 2^-percent interest in the profits of the
syndicate ?

Mr. SINCLAIR. From Blair & Co., to the best of my knowledge.
Mr. PECORA. What reason did they advance for it to you?
Mr. SINCLAIR. They did not advance any reason for it to me.
Mr. PECORA. Did you offer any objection to it?
Mr. SINCLAIR. Not at all.
Mr. PECORA. Was the proposal to include Fitzpatrick in the

profits ever reduced to written form?
Mr. SINCLAIR. I don't know. I t was not to my knowledge, but I

imagine it would be with Blair & Co. I was not the manger of this
syndicate.
' Mr. PECORA. I understand that. Were Blair & Co. the managers ?

Mr. SINCLAIR. Arthur W. Cutten was, as I understand it.
Mr. PECORA. Mr. Cutten told us that he was the manager, but

said that he did not know why Fitzpatrick got this 2y2 percent.
Now, he as the manager did not know, and you as an original par-
ticipant did not know, Mr. Kuloff Cutten didn't know, although
his firm, E. F. Hutton & Co., paid out the profits. And you now
say that you first heard of it about a month or 6 weeks after the
purchasing syndicate was formed in October of 1928.

Mr. SINCLAIR. I wouuldn't say it was a month or 6 weeks, but
think it was shortly afterward. I t might have been 3 weeks or 2
weeks.
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Senator COUZENS. What did Mr. Fitzpatrick do for this money?
He was not a participant in the syndicate, and so what did he do
for it?

Mr. SINCLAIR. I don't know. He didn't do anything for me.
Mr. PECORA. SO that the first time you heard that Fitzpatrick

was being declared in on the profits to the extent of the percent
thereof was then, when you have stated?

Mr. SINCLAIR. Yes.
Mr. PECORA. And you offered no objection to it?
Mr. SINCLAIR. I did not.
Mr. PECORA. I t meant a reduction in your share of the profits

correspondingly, didn't it?
Mr. SINCLAIR. Which I was very happy at that time to reduce.
Senator COUZENS. In spite of the fact that he was a competitor?
Mr. SINCLAIR. I t did not make any difference to me. His company

was a competitor in the way I have said, if you consider it that
way, Senator.

Mr. PECORA. Why were you happy to see it done?
Mr. SINCLAIR. Because I was promoting the interests of the cor-

poration in trying to sell those shares, in trying to do that, and
not trying to make money. I would have been very happy to have
given all of my participation away. I came into it to help the cor-
poration. I did not seek it.

Mr. PECORA. YOU say you did not seek it. Was it offered to you?
Mr. SINCLAIR. I might have suggested it in order to put the thing

over.
Mr. PECORA. Did Fitzpatrick play any part in the syndicate oper-

ations at all?
Mr. SINCLAIR. Not that I know of.
Mr. PECORA. Then why should he have gotten 2% percent of the

profits?
Mr. SINCLAIR. Mr. Pecora, you will have to ask him. I don't

know. You will have to get your information some place else.
Mr. PECORA. Well, I thought I was trying to get it from one of

the gentlemen who helped to pay that 2% percent. You are one of
those gentlemen.

Mr. SINCLAIR. I wish I could give it to you. I did not consider at
the time the participation was given to me, or I mean I did not know
whether there was going to be any pay or not. I was not as enthusi-
astic about the situation as I might have been.

Mr. PECORA. About what situation ?
Mr. SINCLAIR. About the future market situation. That is what

this was, really. We were taking a chance really on the market.
We made a firm contract for 34 million dollars.

Mr. PECORA. And the day you made the firm contract the market
was something like 5 points above the purchase price?

Mr. SINCLAIR. Which would not mean anything, for the next day
it might be down 10 points.

Mr. PECORA. But it so happened that the market was 5 points
above, wasn't it?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Did it ever go below 30 during the operations of

the purchasing syndicate?
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Mr. SINCLAIR. I do not know, but do not think so. I t is my opin-
ion if we had not had a syndicate it might have gone down much
lower than that.

Senator COTJZENS. And Mr. Fitzpatrick did not take any risk,
because he did not take the risk you are now referring to.

Mr. SINCLAIR. I don't think he did.
Mr. PECORA. Was this a gift to Mr. Fitzpatrick?
Mr. SINCLAIR. YOU may call it what you wish.
Mr. PECORA. What would you call it?
Mr. SINCLAIR. Well, it wasn't Christmas.
Mr. PECORA. What was that?
Mr. SINCLAIR. I t was not Christmas. I don't know what you

would call it, a gift or what.
Mr. PECORA. I t was not Christmas, and so what would you call it ?
Mr. SINCLAIR. I call it a participation, and a relief, so far as I

was concerned, of that much.
Mr. PECORA. Did Blair & Co. have the right to give to anybody

any of your interest as a participant in this purchasing group with-
out your consent ?

Mr. SINCLAIR. In the original agreement I think there was some-
thing like 10 or 12 percent set aside.

Mr. PECORA. And that 10 or 12 percent was taken up by the other
participants, wasn't it?

Mr. SINCLAIR. I don't think so.
Mr. PECORA. Well, let us see about that, Mr. Sinclair. Let me

show you committee exhibit no. 114, entitled: " List of Participants
in Sinclair Purchasing Syndicate as Finally Constituted, with Per-
centages and Share of Profits Eeceived."

Will you look at it and see if you recognize from it the names and
percentages, respectively, of all the participants in the group as
finally constituted?

Mr. SINCLAIR (after looking at exhibit 114 and some other papers).
This is the information I had at that time. [Handing a paper to
Mr. Pecora.]

Mr. EAGLAND. Mr. Sinclair handed you that paper by mistake, Mr.
Pecora. He intended to hand back to you the committee exhibit.
You already have a copy of that paper.

Mr. SINCLAIR. He may have a copy of that paper so far as I am
concerned.

Mr. PECORA. I will1 ask the committee reporter to read the question
back there.

(Thereupon the question was read as follows:)
Mr. PECORA. WeU, let us see about that, Mr. Sinclair. Let me show you

committee exhibit no. 114, entitled: " List of Participants in Sinclair Purchas-
ing Syndicate as Finally Constituted, with Percentages and Share of Profits
Received."

Will you look at it and see if you recognize from it the names and per-
centages, respectively, of all the participants in the group as finally constituted?

Mr. SINCLAIR. I think that is correct.
Mr. PECORA. Well, now, if that is correct then apparently Fitz-

patrick assumed no liabilities at all although he received 2y2 percent
of the profits.

Mr. SINCLAIR. I understand that is correct.
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Senator COUZENS. Did you afterwards purchase the Prairie Oil &
Pipe Line Co. ?

Mr. SINCLAIR. The Prairie Oil & Pipe Line Co. and the Sinclair
Co. were consolidated.

Senator COUZENS. HOW soon after that?
Mr. SINCLAIR. Four years, I think. In March of 1932.
Mr. PECORA. About 3 years afterwards?
Mr. SINCLAIR. Yes, sir; about 3 ^ years afterwards.
Mr. PECORA. YOU know that this profit was distributed in April

of 1929, and the consolidation of your corporation with the Prairie
Oil & Gas Co. was effected in March of 1932, 3 years afterwards.

Mr. SINCLAIR. Three and a half years afterwards.
Mr. PECORA. A little less than 3 years afterwards as a matter of

fact.
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. When were the negotiations for that consolidation

first commenced?
Mr. SINCLAIR. Those negotiations were off and on, and started

perhaps 5 years before they were concluded.
Mr. PECORA. SO that while those negotiations were pending Fitz-

patrick received this 2% percent of the 12 million dollars profit,
amounting to over $300,000?

Mr. SINCLAIR. I would say so.
Mr. PECORA. With your consent and knowledge ?
Mr. SINCLAIR. Yes. Now, the negotiations might have been off at

that moment. They were off and on.
Mr. PECORA. And he received this with your consent and knowl-

edge, I say.
Mr. SINCLAIR. Yes.
Mr. PECORA. Did you ask Messrs. Blair & Co. any questions at all

concerning the granting of this 2y2 percent of the profits of this
syndicate to Mr. Fitzpatrick?

Mr. SINCLAIR. I don't think I did.
Mr. PECORA. Were you surprised at the suggestion that the head

of a competing company at that time should receive upwards of
$300,000 out of the profits of a syndicate in which you were an
individual participant?

Mr. SINCLAIR. When he received the participation I did not know
that he was going to get $300,000. That came about later.

Mr. PECORA. Well, you knew that whatever the profit was to be
he was to get 2y2 percent.

Mr. SINCLAIR. If there was going to be any profit, yes.
Mr. PECORA. Was there ever any doubt during the life of that pur-

chasing syndicate that its operations were going to result in a large
profit?

Mr. SINCLAIR. Well, I had my doubts about it.
Mr. PECORA. What were they based on, Mr. Sinclair ?
Mr. SINCLAIR. Based on the condition of the oil market, on the oil

industry, and the market generally. '
Mr. PECORA. Well, as a matter of fact, didn't the market itself

during that 6 months' period of time, between October of 1928 and
April of 1929, when this syndicate account was closed, show gen-
erally an upward trend?

Mr. SINCLAIR. I t did.
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Mr. PECORA. NOW, a trading account
Mr. SINCLAIR (continuing). I wish I had known it was going to

do that, though.
Senator COUZENS. May I ask this question at that point: With

whom did you negotiate for the purchase or consolidation of the
Prairie Oil & Pipe Line Co.?

Mr. SINCLAIR. The negotiations were carried out by Blair & Co.
Senator COUZENS. With whom representing the Prairie Co. ?
Mr. SINCLAIR. Well, I could not answer that. I would imagine

Mr. Fitzpatrick was one of the gentlemen.
Senator COUZENS. Didn't you participate, being the head of the

Sinclair Co.?
* Mr. SINCLAIR. Did I do what ?

Senator COUZENS. Didn't you participate in the negotiations as
the head of the Sinclair Co.?

Mr. SINCLAIR. I did.
Senator COUZENS. Why do you say Blair & Co. did it? What

authority did they have to complete the negotiations for the con-
solidation ?

Mr. SINCLAIR. They did not have authority to complete it. They
had authority to negotiate.

Senator COUZENS. Did you finally pass upon the terms of the
consolidation?

Mr. SINCLAIR. I did.
Senator COUZENS. And Mr. Fitzpatrick for the Prairie Co.?
Mr. SINCLAIR. Well, I could not say only Mr. Fitzpatrick, but Mr.

Fitzpatrick was the president of that company at that time. I
would say that he was interested in the negotiations.

Mr. PECORA. Mr. Sinclair, when did you first learn that your at-
tendance before this committee was desired?

Mr. SINCLAIR (after consulting with his counsel). October 26.
Mr. PECORA. Well, that is a matter of about 2 weeks ago, or more

than 2 weeks ago. #
Mr. SINCLAIR. Yes; I would say something like that. I don't know

just what day of the week it was.
Mr. PECORA. Have you made any efforts since that time to ascer-

tain why this interest in the profits of the purchasing syndicate was
given to Mr. Fitzpatrick?

Mr. SINCLAIR. I asked Mr. Fitzpatrick.
Mr. PECORA. YOU did?
Mr. SINCLAIR. Yes.
Mr. PECORA. Well, when?
Mr. SINCLAIR. In the last 2 weeks.
Mr. PECORA. Where?
Mr. SINCLAIR. At Excelsior Springs, Mo.
Mr. PECORA. Were you in a sanitarium there at the time?
Mr. SINCLAIR. Not in a sanitarium. I was in a hotel, sick.
Mr. PECORA. Did you call over there Mr. Fitzpatrick for the pur-

pose of such discussion?
Mr. SINCLAIR. NO ; I did not.
Mr. PECORA. Did he invite himself to your bedside ?
Mr. SINCLAIR. He went from Chicago with me.
Mr. PECORA. He went with you from Chicago to the Springs?
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Mr. PECORA. Was he sick, too ?
Mr. SINCLAIR. NO, sir.
Mr. PECORA. Well, what discussion did you have with Mr. Fitz-

patrick about his receiving this 2y2 percent interest in the profits ?
Mr. SINCLAIR. He told me the story about it.
Mr. PECORA. What was the story that he told you?
Mr. SINCLAIR. The story that he told me was that Blair & Co. said

they were going to make him some money, and that it came up
through the Rockefellers, as I understood it.

Mr. PECORA. IS that all that he told you?
Mr. SINCLAIR. Well, that is about all that I can remember.
Mr. PECORA. He just simply said that Blair & Co. told him they

wanted to make him some money, and that it came up through the
Kockef ellers. Is that all he told you ?

Mr. SINCLAIR. NO ; it is not.
Mr. PECORA. Did he go to the Excelsior Springs, to which you were

repairing for your health, all the way from Chicago with you, just
to tell you that?

Mr. SINCLAIR. NO. He went because I was ill.
Mr. PECORA. Did he just go there and back?
Mr. SINCLAIR. NO; he stayed 2 weeks. I learned it while he was

there.
Mr. PECORA. IS that all that he told you about it ?
Mr. SINCLAIR. NO.
Mr. PECORA. Well, tell us the whole story.
Mr. SINCLAIR. I was trying to remember the story. You want

hearsay evidence now, do you?
Mr. PECORA. Well, I want you to tell us
Senator GOLDSBOROUGH (interposing). Let me ask a question

right there: Mr. Sinclair, did he tell you who of Blair & Co. had
this talk with Mr. Fitzpatrick?

Mr. SINCLAIR. I think he said Hunter Marston. He might have
said Mr. Walker, and I don't want to be sure about that.

Mr. PECORA. Tell us the whole story as he gave it to you about
2 weeks ago.

Mr. SINCLAIR. The story that he gave me was that the Rockefellers
were selling some shares to Blair & Co., and that they had said they
were going to make him some money, and that he received this
money.

Mr. PECORA: Were selling what shares?
Mr. SINCLAIR. He did not say what shares. I think Prairie Oil

& Gas Co. shares.
Mr. PECORA. But these profits of 2y2 percent did not come out of

the sale of any Rockefeller shares, or of any shares of Prairie Oil
& Gas Co., did they?

Mr. SINCLAIR. NO, sir.
Mr. PECORA. They came specifically out of the profits of 12 million

dollars that accrued to your purchasing syndicate?
Mr. SINCLAIR. Right.
Mr. PECORA. What did he say was the story about that?
Mr. SINCLAIR. The story that he told me was that Blair & Co.

had said they were going to make him some money.
Mr. PECORA. Without his assuming any risks or liabilities?
Mr. SINCLAIR. Yes, sir. He told me he did not take any risks.
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Mr. PECORA. Did he tell you why Blair & Co. were desirous of
making him some money without having him assume any risks or
liabilities?

Mr. SINCLAIR. He told me that it came through the Eockefeller
interests.

Mr. PECORA. Just tell us what he said to you about it. Give us
the details.

Mr. SINCLAIR. I cannot remember the details.
Mr. PECORA. YOU discussed it with him only 2 weeks ago?
Mr. SINCLAIR. Eight.
Mr. PECORA. IS your memory so poor?
Mr. SINCLAIR. NO; it is very good.
Mr. PECORA. IS that all he told you ?
Mr. SINCLAIR. I would say, about all. I mean, there is nothing

important that he told me other than that.
Mr. PECORA. I t might not be important to you
Mr. SINCLAIR. I t might take 10 minutes or 2 hours to tell it.
Mr. PECORA. HOW long did it take him to tell you the whole story?
Mr. SINCLAIR. Not very long?
Mr. PECORA. HOW long?
Mr. SINCLAIR. I did not have my watch.
Mr. PECORA. Approximately how long did it take ?
Mr. SINCLAIR. I would say, 5 or 10 minutes.
Mr. PECORA. In that 5 or 10 minutes he must have told you more

of the story than you have told us, because what you have told us
would take about 15 or 20 seconds. What else did he tell you?

Mr. SINCLAIR. I was trying to give you the important details of
the story.

Mr. PECORA. Give us the whole story as he gave it to you 2 weeks
ago.

Mr. SINCLAIR. Well, if I remember correctly, I was ill in bed; the
doctor would not allow me up. He was associated there with me.
He was the vice chairman of our company. He returned from Chi-
cago over to Excelsior Springs with me because I was ill and wanted
somebody to go along. That is the reason. We discussed this 2y2
percent. If I remember correctly, I told him it was pretty soft for
him.

Mr. PECORA. I guess it was, wasn't it?
Mr. SINCLAIR. I thought so; I always did think so.
Mr. PECORA. GO ahead and tell us the story.
Mr. SINCLAIR. If I remember correctly, he told a story of how the

Rockefellers were going to be interested in making him some money.
He had been with them a great many years. Blair & Co. had assigned
to him its percentage.

Mr. PECORA. In order to enable the Rockefellers to make some
money for him?

Mr. SINCLAIR. That is what I understood.
Mr. PECORA. Did the Rockefellers have any interest in this pur-

chasing group ?
Mr. SINCLAIR. NO ; but the Rockefellers, I understand, sold Blair &

Co. some shares in some other companies.
Mr. PECORA. But the profits out of which he got this " soft thing "

of $300,000 came out of the operations of this purchasing group of
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which you were a member and which dealt solely in the stock of your
company?

Mr. SINCLAIR. I conceded that a number of times this afternoon;
yes, sir.

Mr. PECORA. When Fitzpatrick told you 2 weeks ago the story of
how he came to get this 2ty> percent, he among other things told you
as part of the story that the Rockefellers were anxious or desirous of
making some money for him. Did it not occur to you that that
purpose was not effected by giving him 2y2 percent of the profits of
this transaction?

Mr. SINCLAIR. The latter part of your question, please?
(The part of the pending question referred to was read by the

reporter as above recorded.)
Mr. SINCLAIR. It did not.
Mr. PECORA. I t did not?
Mr. SINCLAIR. Certainty not. Did he not receive $300,000?
Mr. PECORA. Not from the Rockefellers.
Mr. SINCLAIR. From Blair & Co.
Mr. PECORA. Did he get it from Blair & Co. ?
Mr. SINCLAIR. I think he got it from the syndicate through Blair

&Co.
Mr. PECORA. Of which you were a member?
Mr. SINCLAIR. Yes.
Mr. PECORA. And of which Blair & Co. were members ?
Mr. SINCLAIB. Yes.
Mr. PECORA. J nd Blair & Co. had no greater interest in the syndi-

cate than you had originally ?
Mr. SINCLAIR. NO.
Mr. PECORA. And no greater interest than Cutten had originally?
Mr. SINCLAIR. Correct.
Mr. PECORA. SO that Blair & Co. were making him some money

at the expense of all the other syndicate participants?
Mr. SINCLAIR. There is no doubt about that.
Mr. PECORA. NO doubt about it at all?
Mr. SINCLAIR. NO, sir.
Mr. PECORA. SO that you were one of the Santa Clauses? This

was a Santa Claus syndicate, so far as giving Fitzpatrick $300,000
was concerned?

Mr. SINCLAIR. I t sounds a bit like it, doesn't it?
Mr. PECORA. Very much so.
The CHAIRMAN. HOW did the subject come up ? Did you ask him

about the 2% percent?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Did you know they were hanging Santa Claus whis-

kers on you at that time?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. YOU itere willing to wear them ?
Mr. SINCLAIR. I did.
Senator COUZENS. YOU did not even get new dimes from the

Eockef ellers ?
Mr. SINCLAIR. I never have yet. Of course, Senators and Mr.

Pecora, this is all hearsay with me. I t seems to me that Fitzpatrick
should tell this story, and not me.
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Mr. PECORA. I t would seem that, when he attempted to tell you
the story 2 weeks ago and told you, to your knowledge, things that
were not in accordance with the facts, you might have questioned
him about it.

Mr. SINCLAIR. I was questioning him about it.
Mr. PECORA. Why somebody gave away your money, among other

things
Mr. SINCLAIR. That is what I say.
Mr. PECORA (continuing). To a man who at the time was a com-

petitor of your company.
Mr. SINCLAIR. That is what I say. He gave me his reasons.
Mr. PECORA. He told you that Blair & Co. wanted to make him

some money?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. He did not tell you that Blair & Co. wanted to make

some money for him at your expense ?
Mr. SINCLAIR. I imagine they would if they could.
Mr. PECORA. But in this particular case they were very easily

able to do it because of your complete acquiescence?
Mr. SINCLAIR. That is right.
Mr. PECORA. Will you tell me why you acquiesced in that if you

did not know any of the facts at that time ?
Mr. SINCLAIR. The reason I acquiesced was because they made

the request.
Mr. PECORA. Did you ask them for the reason why they wanted

to declare Fitzpatrick in on this profit?
Mr. SINCLAIR. I did not.
Senator COUZENS. Mr. Pecora, you live in New York; why don't

you apply to Blair & Co.?
Mr. PECORA. I am afraid they might treat me like a stepchild.

Were Blair & Co. at that time interested in the negotiations that
had been pending off and on for a period of 5 years prior to March
1932, to effect a consolidation between your company and the Prairie
Oil & Gas Co.?

Mr. SINCLAIR. I do not think so, at that time.
Mr. PECORA. Were Blair & Co. bankers for your company at that

time ?
Mr. SINCLAIR. Yes.
Mr. PECORA. AS bankers for your company would they not nat-

urally be interested in any pending negotiations to effect such a
consolidation?

Mr. SINCLAIR. Yes, they would, naturally; but I do not go to
Blair & Co. every time I start any negotiations.

Mr. PECORA. But in this particular instance did Blair & Co. take
any part in those negotiations with the Prairie Oil & Gas Co. or its
officers or directors?

Mr. SINCLAIR. Not at that time.
Mr. PECORA. When did they ?
Mr. SINCLAIR. I do not know; in the latter part of 1930, I think.
Mr. PECORA. When did Blair & Co. first become bankers for the

Sinclair Consolidated Oil Corporation or any of its predecessor
companies ?

Mr. SINCLAIR. A great number of years ago.
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Mr. PECORA. A number of years prior to 1928 ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. And had remained in the relationship of bankers

to your company and its predecessor corporations over a period of
years prior to 1928 ?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Including 1928?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. DO you know where Fitzpatrick is now ?
Mr. SINCLAIR. I think he is in New York.
Mr. PECORA. What is his office address?
Mr. SINCLAIR. 45 Nassau Street. He is vice chairman of our

company.
Mr. PECORA. He is vice chairman of your company ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. When did you arrive in Washington for the purpose

of attending this hearing?
Mr. SINCLAIR. Sunday at 1 o'clock—no; I arrived in Washington

last night about 8:30.
Mr. PECORA. Did you meet Mr. Rulofl Cutten last night?
Mr. SINCLAIR. NO.
Mr. PECORA. Did you see him today before you came here?
Mr. SINCLAIR. I did.
Mr. PECORA. Did you discuss this subject with him?
Mr. SINCLAIR. I did not.
Mr. PECORA. When did you meet him today before coming to this

hearing?
Mr. SINCLAIR. When we were leaving the hotel.
Mr. PECORA. When was that?
Mr. SINCLAIR. Perhaps 10 minutes of 2, or 15 or 12 minutes of 2;

I do not know.
Mr. PECORA. YOU are still the chairman of the Consolidated Oil

Corporation?
Mr. SINCLAIR. I am chairman of the executive board.
Mr. PECORA. And as such, Mr. Fitzpatrick is your subordinate ?
Mr. SINCLAIR. Yes.
Mr. PECORA. Can you arrange to have him here tomorrow morn-

ing?
Mr. SINCLAIR. I will endeavor to, yes. I cannot guarantee that,

but I will endeavor to.
Mr. PECORA. Have you any reason to doubt that he would comply

with a request from you to come here ?
Mr. SINCLAIR. I do not think so, if I can reach him.
Mr. PECORA. May I suggest that you ask one of your associates

here to get in touch with Mr. Fitzpatrick now and see if we can have
him here tomorrow morning.

(One of his associates left the hearing room at the suggestion of
Mr. Sinclair.)

Mr. PECORA. What prompted you, Mr. Sinclair, to give subpartici-
pation in your interest in the purchasing syndicate to the person or
persons to whom you gave such subparticipation ?

Mr. SINCLAIR. The principal thing was that I would like to make
them some money; that is the principal thing—with the exception

175541—34—PT 7 6
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of Mr. Whitney. Mr. Whitney was a very large shareholder in the
Sinclair Co.

Mr. PECORA. His share of the profits was over half a million
dollars, was it not?

Mr. SINCLAIR. $517,790.
Mr. PECORA. Did he ask you for the subparticipation, or did you

grant it to him on your initiative?
Mr. SINCLAIR. He asked for it. I was very glad he took it at that

time.
Mr. PECORA. DO you know whether or not at any time after you

granted these subparticipations to any of these other directors or
officers of the Sinclair Consolidated Oil Corporation the fact was
made known at any meeting of the board of directors or of the
executive committee of that corporation of the granting of such sub-
participations?

Mr. SINCLAIR. I do not. I have no recollection of it.
Mr. PECORA. Was any statement ever made to the stockholders of

the Sinclair Consolidated Oil Corporation concerning the interest
of any of these officers and directors of the corporation in this pur-
chasing syndicate?

Mr. SINCLAIR. I do not think so.
Mr. PECORA. Mr. Sinclair, what individual connected with Blair

& Co. told you at the outset that Mr. Fitzpatrick had been declared
in on the profits of the purchasing syndicate?

Mr. SINCLAIR. If I remember correctly, I think it was Mr. Elisha
Walker.

Mr. PECORA. He is now a partner of Kuhn Loeb & Co. ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Coincidentally with the formation of this purchasing

syndicate a trading account or syndicate was formed at the instance
of the original participants in the purchasing syndicate?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. For what purpose was that trading syndicate or

account formed?
Mr. SINCLAIR. The purpose they told me was to trade in the

market.
Mr. PECORA. In the stock of your company ?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. With a view of enabling the purchasing syndicate

to sell to the public at a profit these 1,130,000 shares?
Mr. SINCLAIR. I would say so.
Mr. PECORA. DO you know how that trading syndicate operated

for that purpose ?
Mr. SINCLAIR. I do not. I am a very poor market operator.
Mr. PECORA. YOU are not a neophyte in that respect, are you?
Mr. SINCLAIR. NO.
Mr. PECORA. YOU said that the original purpose you had in mind

in seeking to sell for your corporation this block of 1,130,000 shares
was to raise additional working capital for your company?

Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Had your company paid a dividend up to that time

to its common-stock holders ?
Mr. SINCLAIR. About 4 years before that.
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Mr. PECORA. Did it pay a dividend after this sale was effected?
Mr. SINCLAIR. I will try to get that information for you. [After

•consulting:] The first dividend was paid in February 1929, and
the last one on April 15,1931.

The CHAIRMAN. HOW much?
Mr. SINCLAIR. I t ranged from 25 to 50 cents a quarter.
Mr. Fitzpatrick reports that he will be here at 10 o'clock.
Mr. PECORA. Thank you. Did Mr. Fitzpatrick remain with you at

Sulphur Springs ?
Mr. SINCLAIR. At Excelsior Springs; yes. He came back to New

York with me.
Mr. PECORA. Have you had, since October 26 last, any conversation

with or communication with Arthur W. Cutten on the subject of
this transaction?

Mr. SINCLAIR. What transaction? You mean the syndicate or the
Fitzpatrick transaction?

Mr. PECORA. This purchase syndicate transaction.
Mr. SINCLAIR. I saw Mr. Cutten in Chicago.
Mr. PECORA. When?
Mr. SINCLAIR. Last Saturday.
Mr. PECORA. At his office?
Mr. SINCLAIR. NO ; he was at lunch.
Mr. PECORA. Did you discuss this transaction with him?
Mr. SINCLAIR. Not the transaction.
Mr. PECORA. Did you discuss his evidence with him ?
Mr. SINCLAIR. Some.
Mr. PECORA. Did you have any discussion with him at that time

•concerning the payment of this 2y2 percent to Fitzpatrick?
Mr. SINCLAIR. I do not think so. I do not remember it if I did.

I do not think so. I may have.
Mr. PECORA. IS your memory that poor, that you do not recall

a conversation you had last Saturday ?
Mr. SINCLAIR. I do not recall all the conversations I have every

day.
Mr. PECORA. HOW long were you with him last Saturday ?
Mr. SINCLAIR. I would say, an hour or two hours at lunch.
Mr. PECORA. HOW was that appointment made at lunch—at your

initiative or at his ?
Mr. SINCLAIR. Not at my initiative. It was made by Mr. Bartlett.

Mr. Bartlett invited me to lunch.
Mr. PECORA. He is a director in your company?
Mr. SINCLAIR. He is.
Mr. PECORA. Living in Chicago?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Did you suggest to Mr. Bartlett that you would like

to meet Mr. Cutten for the purpose of discussing with Mr. Cutten
the testimony which Mr. Cutten had given before this committee
last week?

Mr. SINCLAIR. I did not.
Mr. PECORA. DO you know why the appointment was made for

you by Mr. Bartlett?
Mr. SINCLAIR. I often go to lunch with him when I am in Chicago.
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Mr. PECORA. DO you know why this particular appointment was
made for you by Mr. Bartlett?

Mr. SINCLAIR. I do not.
Mr. PECORA. Did Mr. Cutten acquaint you with the testimony he

had given last Saturday ?
Mr. SINCLAIR. He did not.
Mr. PECORA. Have you read of it?
Mr. SINCLAIR. Only in the newspapers.
Mr. PECORA. With what other members of that syndicate, either

original members or subparticipants, have you discussed the matter
of the syndicate transaction since October 26 ?

Mr. SINCLAIR. Elisha Walker and Hunter Marston.
Mr. PECORA. Where did you meet them for that purpose?

. Mr. SINCLAIR. At my house.
Mr. PECORA. Great Neck, Long Island?
Mr. SINCLAIR. In New York.
Mr. PECORA. When ?
Mr. SINCLAIR. Last Sunday.
Mr. PECORA. Did you arrange for them to meet you there?
Mr. SINCLAIR. I did.
Mr. PECORA. For the purpose of discussing this syndicate operation

or transaction?
Mr. SINCLAIR. Yes, sir.
Mr. PECORA. Did you confer with both of them at the same time?
Mr. SINCLAIR. Yes; I think they were both there at the same time.
Mr. PECORA. Was anything then said about any reason why Mr.

Fitzpatrick was given this 2% percent profit?
Mr. SINCLAIR. NO, sir.
Mr. PECORA. If you were discussing the subject of this syndicate

operation with them, why was it not brought up for discussion among
them?

Mr. SINCLAIR. I do not know.
Mr. PECORA. YOU were anxious to find out, were you not, why

Fitzpatrick got that 2y2 percent a long time ago.
Mr. SINCLAIR. I was not. He got that 2^» percent a long time ago.
Mr. PECORA. But you were inquiring about the transaction last

Saturday and last Sunday 2 weeks ago with Mr. Fitzpatrick him-
self, among others.

Mr. SINCLAIR. Yes.
Mr. PECORA. Why did you discuss it with these gentlemen at all,,

in view of the fact, as you just said, he got that money a long time
ago?

Mr. SINCLAIR. I didn't discuss the 2% percent with these gentle-
men.

Mr. PECORA. YOU did with Fitzpatrick?
Mr. SINCLAIR. Yes, he discussed it with me.
Mr. PECORA. And you may have discussed it with Cutten last Sat-

urday?
Mr. SINCLAIR. I don't think so.
Mr. PECORA. Well, you said you don't know one way or the other.

You said you may have. You have no recollection whether you did'
or not ?

Mr. SINCLAIR. I have not. As a matter of fact, I am rather sure
I did not.
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Mr. PECORA. What did you discuss this transaction for with Mr.
Outten last Saturday ?

Mr. SINCLAIR. Why did I discuss it with him?
Mr. PECORA. Yes.
Mr. SINCLAIR. He was at lunch at this party's house, and as a

matter of fact, I thought his testimony was a joke.
Mr. PECORA. Thought his testimony was what?
Mr. SINCLAIR. More or less of a joke.
Mr. PECORA. More or less of a what ?
Mr. SINCLAIR. Joke.
Mr. PECORA. Joke?
Mr. SINCLAIR. Uh, huh.
Mr. PECORA. Did it seem that funny to you ?
Mr. SINCLAIR. I t did.
Mr. PECORA. What was there funny about it ?
Mr. SINCLAIR. The whole transaction was funny.
Mr. PECORA. Which transaction do you mean ?
Mr. SINCLAIR. I mean this investigation.
Mr. PECORA. Oh, this investigation is funny?
Mr. SINCLAIR. Yes.
Mr. PECORA. IS it still a subject of amusement to you?
Mr. SINCLAIR. Rather.
Mr. PECORA. Quite a joke?
Mr. SINCLAIR. A little.
Mr. PECORA. Are you testifying because you think this whole

"thing is a joke?
Mr. SINCLAIR. I am not.
Mr. PECORA. Are you imbued with the spirit that it is a joke in

giving your testimony?
Mr. SINCLAIR. I am not. I endeavor to give my testimony as I

remember it.
Mr. PECORA. DO you think it is a joke for this committee to in-

quire into an operation whereby a small group of men engaged in
stock market operations in the stock of a company in which some of
those men were interested as executive officers and directors and
whereby they made, in a period of 6 months' time, something like
$12,000,000 profit at the expense of the public? Do you think that
is a joke ?

Mr. SINCLAIR. I do not.
Mr. PECORA. Well, what is there a joke about this whole thing, as

it seems to you?
Mr. SINCLAIR. I t seems to me that the evidence as I read it in the

paper was perfectly simple and plain.
Mr. PECORA. What?
Mr. SINCLAIR. The evidence before the committee as I read it.

There are no facts that I know of that have been in any way
concealed.

Mr. PECORA. Well, so far has anybody revealed the reason why
Fitzpatrick got this 2y2 percent?

Mr. SINCLAIR. I have not been at your committee meeting.
Mr. PECORA. HOW?
Mr. SINCLAIR. I have not been here before.
Mr. PECORA. Well, so far as you have read ?
Mr. SINCLAIR. I have not read about it.
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Senator COUZENS. Well, if you have not been here, why do you
think it is a joke?

Mr. SINCLAIR. Siv?
Senator COTJZENS. Why do you think it is a joke if you have not

been here?
Mr. SINCLAIR. My idea of what I thought was a joke, Senator,

was Mr. Cutten's testimony, not your meeting. The statement that
Mr. Cutten made—that is all I saw.

Mr. PECORA. I thought you said when I asked you specifically if
the testimony of Mr. Cutten was a joke, you said no, the whole
investigation.

Mr. SINCLAIR. NO ; I did not mean that.
Senator COUZENS. That is what the record shows.
Mr. SINCLAIR. I would like to have it canceled from the record.
Mr. PECORA. Well, it better stand in the record, because we cannot

cancel it. But that is not what you meant then ?
Mr. SINCLAIR. That is not what I meant.
Senator COUZENS. A good many people thought Teapot Dome was

a joke at one time. I hope that they do not go through the same
sentiments during this investigation.

Mr. PECORA. I t was a joke, but I do not know yet whom the joke
was on.

Senator COUZENS. I think the public do.
The CHAIRMAN. The committee will now take a recess until 10

o'clock tomorrow morning, and Mr. Sinclair will still be on the stand.
Mr. SINCLAIR. YOU want me at 10 o'clock in the morning ?
Mr. PECORA. Yes, sir.
(Accordingly, at 4:15 p.m., the subcommittee was in recess until

10 a.m. of the following day.)
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