
STOCK EXCHANGE PEACTICES

TUESDAY, NOVEMBER 21, 1933

UNITED STATES SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON

BANKING AND CURRENCY,
Washington^ B.C.

The subcommittee met at 10 a.m., pursuant to adjournment on
Friday, November 17, 1933, in the caucus room of the Senate office
Building, Senator Duncan U. Fletcher presiding.

Present: Senators Fletcher (chairman), Gore (substitute for
Barkley), Adams (proxy for Costigan), Couzens, Townsend, and
Goldsborough (substitute for Nor beck).

Present also: Ferdinand Pecora, counsel to the committee; Julius
Silver, David Saperstein, and David Schenker, associate counsel to
the committee; and Frank J. Meehan, statistician to the committee;
Alfred E. Mudge, Julian L. Hagen, and C. Horace Tuttle of Bush-
more, Bisbee & Stern; also William Dean Embree, of Milbank,
Tweed, Hope & Webb, counsel representing The Chase National
Bank and The Chase Corporation.

The CHAIRMAN. The subcommittee will come to order. Mr.
Dodge, I believe you were on the stand.

TESTIMONY OF MURRAY W. DODGE—Resumed

Mr. PECORA. Mr. Dodge, you have already testified, in substance,
to the effect that as vice president of Chase Securities Corporation
you attended the various conferences that were held prior to July 9,
1929, among the members of the banking group that sponsored the
organization of General Theatres Equipment Corporation?

Mr. DODGE. Yes.
Mr. PECORA. Did you make a study or examination of the assets

of the various subsidiary companies whose stock was acquired by
General Theatres Equipment Corporation upon its inception?

Mr. DODGE. I know, of course about the National Theatre Supply
Co., and also about the International Projector Corporation. As far
as a study goes of Grandeur, Inc., and the four lamp companies, I
should not want to say that there was a particular study made of
those, except that we were assured by the management that they
were necessary to the proper working out

Mr. PECORA (interposing). Will you speak a little louder, please?
Mr. DODGE (continuing). Of the Grandeur, Inc.
Mr. PECORA. Well, now, take for instance the International Pro-

jector Corporation, the common stock was taken over by the General
Theatres Equipment Corporation at a valuation for the 1,000,000
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shares and I am speaking now of the common stock, you
will understand—of $28,500,000, which 1,000,000 shares of Interna-
tional Projector Corporation at that time had a book value of two
million two hundred forty-five thousand six hundred and odd dollars.
Did you approve of that valuation ?

Mr. DODGE. Yes, sir.
Mr. PECORA. On what basis?
Mr. DODGE. The International Projector Corporation relied on

patents, not on the actual physical assets, and at that time, as has
been testified here, the International Projector Corporation had de-
veloped this new process of making wide films, and the contract
with Grandeur, Inc., was in process of being completed, or had been
completed at that time, I forget which; the contract with the Fox
Theatres had been made, and, you will understand, those things are
not kept secret, the public knew it, and the stock of the International
Projector Corporation at that time was selling in the market I think
at about $28.50. I think my memorandum to Mr. Wiggin, which is
in evidence here, will show that.

Mr. PECORA. Were you familiar with the marketing of that stock ?
Mr. DODGE. DO you mean later?
Mr. PECORA. NO, at that time. At the time when you say it

reached a quotation of $28.50 a share or thereabouts.
Mr. DODGE. I know that the stock had a rapid advance.
Mr. PECORA. On what exchange was it listed at that time ?
Mr. DODGE. I think on the curb.
Mr. PECORA. In the unlisted department of securities of the curb

exchange ?
Mr. DODGE. I don't know.
Mr. PECORA. YOU knew, didn't you, that the majority of that

stock, of all the outstanding common stock of the International
Projector Corporation, was owned by a few so-called " insiders ' \
including Mr. Harley L. Clarke ?

Mr. DODGE. Yes, sir.
Mr. PECORA. And would you say that under those circumstances

the market quotations could be accepted as a safe guide or criterion
of actual value ?

Mr. DODGE. Not only the market quotations, but also what we con-
sidered to be not only the sound value at the time but the prospective
value.

Mr. PECORA. HOW much of this valuation of 2 8 ^ million dollars
put upon the common stock of the International Projector Corpora-
tion by General Theatres Equipment Corporation, represented pros-
pective value, so called ?

Mr. DODGE. That would be very difficult to differentiate.
Mr. PECORA. Well, there must have been some line of demarcation,

on one side of which were present values, and on the other side of
which were prospective values, if prospective values were taken in* o
account for it.

Mr. DODGE. The estimates which were made on the prospective
earnings, and the contract which was entered into with the Fox
Theatres on the new wide film, varied of course as to the number of
projecting machines which would be placed in the theaters, a? r e
discussed the other day. But as I remember it, the minimum amount
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that was discussed at that time was between two and three million
dollars a year.

Mr. PECOHA. NOW, the actual earnings that had accrued to the In-
ternational Projector Corporation during the fiscal year immedi-
ately preceding this consolidation of the two companies, were at the
rate of 73 cents a share according to testimony heretofore given
before this committee.

Mr. DODGE. I heard that testimony. I do know this, that between
December and June the earnings of the International Projector Cor-
poration from its old line of business, that is, from the ordinary
projector machines and accessories, had almost doubled, and were
continuing to do so.

Mr. PECORA. What do you think was a fair ratio between earnings
and value?

Mr. DODGE. Then?
Mr. PECORA. Yes.
Mr. DODGE. Well, it was pretty well accepted that based on present

as well as future prospects—and that was in 1929, you will remem-
ber, that we are speaking now of 1929, which was an entirely differ-
ent world from the present time—that it ranged anywhere irom 20
to 40 times earnings. That is, the public

Mr. PECORA (interposing). Do you mean that securities were gen-
erally sold on that basis of valuation ?

Mr. DODGE. NO ; but the public put that value on it at that time.
Mr. PECORA. YOU mean that the public paid that much?
Mr. DODGE. I don't know whether you would say that, but the

public were buying securities on that basis, yes.
Mr. PECORA. SO far as you know, were banks loaning money on

such a valuation, computed on that basis, I mean ?
Mr. DODGE. On stock exchange securities?
Mr. PECORA. Yes.
Mr. DODGE. SO far as I know they probably were. You are re-

ferring now to stock exchange day-to-day loans, are you, Mr.
Pecora ?

Mr. PECORA. Yes.
Mr. DODGE. They probably were.
Mr. PECORA. NOW, at the outset of the incorporation of General

Theatres Equipment Corporation, it issued 6 million dollars of de-
bentures, did it not?

Mr. DODGE. Yes, sir.
Mr. PECORA. And those debentures were acquired by the members

of the banking group in certain proportions?
Mr. DODGE. Yes, sir.
Mr. PECORA. I think the testimony heretofore given is to the effect

that those bonds were sold to the banking group at 90.
Mr. DODGE. Yes, sir.
Mr. PECORA. And the banking group then passed them on to the

public at 99?
Mr. DODGE. Yes, sir.
Mr. PECORA. The Chase Securities Corporation was one of the

members of the banking group that took part in that purchase and
in that sale to the public 1

Mr. DODGE. Yes, sir.
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Mr. PECORA. Those debentures were convertible into common
stock?

Mr. DODGE. Yes, sir.
Mr. PECORA. On the basis of 30 shares for $1,000 of debentures?
Mr. DODGE. Thirty shares; yes, sir.
Mr. PECORA. YOU recommended to Mr. Wiggin, in a memorandum

that has been introduced in evidence here as " Committee Exhibit
No. 128," that in view of Mr. Wiggin's objection to the appearance
of Chase Securities Corporation passing out an issue of common
stock to the public, that that appearance be avoided by the issuance
of those debentures, which carried this conversion privilege, did
you not?

Mr. DODGE. Mr. Pecora, it was the suggested issue of preferred
stock, not common stock.

Mr. PECORA. Oh, yes; of preferred stock.
Mr. DODGE. Yes, sir. And I think the word " appearance " in

common parlance among bankers was to have your name appear
on the circular as a recommendation. It did not mean for ap-
pearance sake. I just want to differentiate it there.

Mr. PECORA. And I wanted to find out what you meant. In your
memorandum, Committee Exhibit No. 128, you said to Mr. Wiggin:

As to the preferred stock, Mr. Clarke is very insistent that for the good of
the whole business the Chase Securities Corporation join in the purchasing and
offering of this stock. Having in mind your objections to appearance, and
after consultation with Halstead Freeman, I have suggested that this preferred
stock be changed into a convertible debenture, and Ingold of Pynchon & Com-
pany, and Clark had made up their minds to invite Halsey Stuart into the
picture.

Now, as a matter of fact, your suggestion was eventually carried
out by the General Theaters Equipment Corporation, was it not?

Mr. DODGE. Yes, sir.
Mr. PECORA. And having in mind the objection which Mr. Wig-

in, according to your memorandum, had to the Chase Securities
Corporation appearing on an offer to the public of preferred stock,

don't you think that you had regard to the form rather than the
substance when on your recommendation General Theatres Equip-
ment Corporation put out, in lieu of preferred stock, this issue of
debentures with a conversion privilege into the common stock of
the company?

Mr. DODGE. Both issues, either the preferred stock or the deben-
tures, were to be convertible. The public at that time was not in-
terested—and that was in 1929 you will understand—did not seem
to be interested in straight investment securities. They wanted some
speculative feature attached to them, and the conversion in the com-
mon stock gave that and made the debentures salable. Now, I tes-
tified I think last week that the reason for the Chase Securities
Corporation being more willing to appear on an obligation of a
company than a preferred stock was that the obligation had a
maturity, and if the interest was not paid the security holders could
protect themselves. In addition to that there was a sinking fund,
which would retire it. As to a preferred stock that would not be
true; if the dividends were stopped there was nothing to be done
about it.
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Mr. PEOORA. NOW, at the time of the purchase of those debentures
had a syndicate account been created or formed which was dealing
in the common stock of General Theatres Equipment Corporation?

Mr. DODGE. I testified last week, and I have been reading over my
testimony, that at the time of the formation of General Theatres 1
knew of no trading account. You asked me about a trading account,
and

Mr. PECORA (interposing). Yes, sir.
Mr. DODGE (continuing). In the common stock. I did not know

of it of my own knowledge, because I had no interest in it. And
Chase Securities Corporation and the Shermar Corporation had no
interest in it. I do find, however, upon refreshing my memory, that
there was a trading account at that time, which I think Pynchon &
Co. were handling.

Mr. PECORA. Who were the participants in that trading account?
Mr. DODGE. The papers which we have would show it was being

handled by Pynchon & Co. and Joseph Higgins.
Mr. PECORA. Well, now, wasn't the Shemar Corporation a partici-

pant in that account ?
Mr. DODGE. NO, sir.
Mr. PECORA. What was that answer?
Mr. DODGE. NO, sir.
Mr. PECORA. Are you sure of that?
Mr. DODGE. I am quite sure of it. That was in International Pro-

jector Corporation and not in General Theatres Equipment Corpora-
tion. I thought you were asking me if

Mr. PECORA (interposing). I am asking about General Theatres
Equipment Corporation; yes, sir.

Mr. DODGE. Oh, I am sorry. I thought you referred to the Inter-
national Projector Corporation.

Mr. PECORA. NO ; General Theatres Equipment Corporation.
Mr. DODGE. The purchase of the General Theatres Equipment Cor-

poration common stock
Mr. PECORA (interposing). A block of 300,000 shares.
Mr. DODGE (continuing). And the trading account in connection

with that, occurred after the formation of the General Theatres
Equipment Corporation.

Mr. PECORA. The formation of the General Theatres Equipment
Corporation occurred in July of 1929, didn't it ?

Mr. DODGE. Yes, sir.
Mr. PECORA. When was this trading account in the common stock

of the General Theatres Equipment Corporation formed?
Mr. DODGE. The actual contract, which has been placed in evidence,

I believe, was signed on the 9th of July.
Mr. PECORA. On the 9th of July? That was two days before the

actual incorporation of General Theatres Equipment Corporation ?
Mr. DODGE. I believe so.
Mr. PECORA. SO that the agreement under which the trading ac-

count was formed was actually entered into 2 days before the legal
incorporation of the company in whose common stock the trading
account was to deal.
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Mr. DODGE. Well, it was a part of the agreement between the
bankers to purchase 300,000 shares, or as a matter of fact, 350,000
shares between the bankers.

Mr. PECORA. There were 2 contracts, 1 for the purchase of 300,000
shares in a contract from the General Theatres Equipment Corpora-
tion, and then a separate agreement whereby Harley L. Clarke indi-
vidually sold 50,000 shares?

Mr. DODGE. And gave an option on 200,000 shares.
Mr. PEOORA. Yes; and gave an option for 200,000 shares additional,

which option was never exercised, was it?
Mr. DODGE. Yes, sir.
Mr. PECORA. What was the purpose of the formation of that trad-

ing account under this agreement of July 9,1929 ?
Mr. DODGE. I t was universally customary at that time that if a

group purchased a large block of common stock of a company, that
they should have a trading account which would enable them to buy
and sell the stock in the market.

Mr. PECORA. Was the stock listed on any exchange ?
Mr. DODGE. Not at that time.
Mr. PECORA. I t was being dealt in on the over-the-counter market?
Mr. DODGE. At the time when this actual contract was entered into,

the company was not formed.
Mr. PECORA. I know that.
Mr. DODGE. Are you referring to a time after the formation of the

company?
Mr. PECORA. The contract that was made on July 9,1929, was made

by a syndicate that was composed of Pynchon & Co., who also were
managers, West & Co., W. S. Hammons & Co., Halsey, Stuart & Co.,
and the Shermar Corporation, wasn't it?'

Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, that contract, which is in evidence here as com-

mittee exhibit no. 133, provided for the sale to that syndicate of
300,000 shares of the common stock of the General Theatres Equip-
ment Corporation at $20 a share.

Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, in the original agreement the Shermar Corpora-

tion was not a party, but the Chase Securities Corporation was a
party. Do you recall that?

Mr. DODGE. YOU must have before you the contract for the pur-
chase of the debentures.

Mr. PECORA. Oh, yes; that refers to the debentures. Where is the
stock contract ? Let me get that. I show you, Mr. Dodge, a photo-
static reproduction of what purports to be a memorandum addressed
by you to Mr. Wiggin, under date of July 18,1929. Will you please
look at it and tell me if you recognize it as a true and correct copy
of such memorandum?

Mr. DODGE. Yes, sir.
Mr. PECORA. Mr. Chairman, I offer it in evidence, and ask that it

may be made a part of the record.
The CHAIRMAN. Let it be admitted, and the committee reporter

will make it a part of the record.
(A memorandum by Mr. Dodge to Mr. Wiggin, under date of July

18, 1929, was marked " Committee Exhibit No. 144, Nov. 21, 1933 ",
and will be found immediately below where read by Mr. Pecora.)
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Mr. PECORA. The memorandum reads as follows:
JULY 18, 1929.

To Mr. WIGGIN. General Theatres Equipment debentures were oversubscribed,
and are selling at a premium. The campaign in the stock is going well. Harley
Clarke gave us privately information today which makes this very much better
even than he thought it before. I believe the distribution is going to be
accomplished, and should sell at higher prices.

You will be interested to know that we are entirely out of our commitment
on Utilities Power & Light common stock. The stock sold as high as 33 yester-
day, and closed around 31% today.

Ingold is short about 50,000 snares in addition as against our options on
250,000 additional shares at $21.

He has done a splendid piece of work on this. As Jonas has probably
reported to you, the Canadian International Papers were practically all sold,
which is satisfactory except for the fact that we had to take $2,000,000 of
them here, and they will be slow getting out of.

But when we consider the benefits to the company and to the banks, the
results seem to be most successful.

Everything else is going along smoothly in matters in which I am particularly
interested.

Now, I want to call your attention specifically to the following
statement in this memorandum:

The campaign in the stock is going well. Harley Clarke gave us privately
information today which makes this very much better even than he thought
it before. I believe the distribution Ls going to be accomplished and should
sell at higher prices.

What did you mean by that?
Mr. DODGE. Exactly what it says, Mr. Pecora. Mr. Wiggin was

on his vacation. I t was a confidential memornndum from me to
him, keeping him advised as to how the different securities and oper-
ations in which I was interested were going on. As to the reference
to the General Theatres debentures, the offering had been made of
6 million dollars of them. They had been oversubscribed by the
public, and were selling at that time at a premium. Eventually I
think they went as high as 160

Mr. PECORA (interposing). I t went above that, didn't they?
Mr. DODGE. I don't know exactly.
Mr. PECORA. TO about 170, didn't they?
Mr. DODGE. Well, above 160, we will say, and the 350,000 shares

of common stock which we had subscribed for at that time—well,
I am getting a little ahead of my story if you want the full story.

Mr. PECORA. GO ahead.
Mr. DODGE. And they had been turned over to a secondary syndi-

cate, of July 18, which was to offer 500,000 shares, and the stock—
well, as to those securities Pynchon & Co. were the syndicate
managers. Mr. Ingold was reporting to me from time to time that
a country-wide syndicate to join in the offering of the common stock
was being successfully accomplished. I believe that the actual
offering of the stock was not made to the public until August 1,
but as this was a new stock the operations were not on any exchange,
but was a distribution through a country-wide offering of bankers
and brokers. That was the business of Pynchon & Co. and not of
Chase Securities Corporation, as we did not offer the common stock.

Mr. PECORA. Well, now, Pynchon & Co. were handling that busi-
ness as managers for the syndicate that included Chase Securities
Corporation.
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Mr. DODGE. Exactly, and they were reporting to us as to whether
or not they were successful in forming the group to offer the stock.

Mr. PECORA. Well, now, you said in this memorandum of July
18, 1929, that—

The campaign in the stock is going- well.

That referred to the common stock of the General Theatres Equip-
ment Corporation, didn't it ?

Mr. DODGE. By "the campaign" I meant getting the group to-
gether, getting a country-wide group together to distribute the stock.

Mr. PECORA. Well, now, will you tell this subcommittee how that
group was formed, and how the distribution was effected ? In other
words, tell them about this campaign that on July 18, one week after
the incorporation of General Theatres Equipment Corporation
agreed to do certain things, and according to your report to Mr.
Wiggin, was going well.

Mr. DODGE. Well, as I understand a campaign of that kind,
Pynchon & Co., West & Co., W. S. Hammons & Co., and others, whose
business it was to distribute the common stock, were communicating
with a list of dealers in securities, from one end of the country to
the other. I presume they were telling them what the security was,
what the prospects were, and were asking them if they would join in
the distribution to their customers of those securities.

The CHAIRMAN. Did that include the banks?
Mr. DODGE. NO, sir; I would not presume so. A bank jnight have

an investment department, but I do not know who composed this
particular list, Senator Fletcher. So I do not know. I have a gen-
eral idea that it was a pretty large syndicate group.

Mr. PECORA. At what price was this large syndicate group per-
mitted to acquire the stock, or market it ?

Mr. DODGE. At $25 a share.
Mr. PECORA. That was the stock that the bankers had just con-

tracted to pay $20 a share for?
Mr. DODGE. Well, the bankers contracted to buy on the 9th, and

they took the risk of the business.
Mr. PECORA. I know they took the risk. But we want to see just

how they handled that risk. Within a week after they took that
risk, or what you call a risk, they organized a campaign throughout
the country to distribute the stock, first to the distributing group, to
this large group that you refer to, at $25 a share, and then that
distributing group was to pass the stock on to the public at what
figure ?

Mr. DODGE. I think it would be fairer to state that what was
formed on the 18th was what we call the purchase group, which was
a new group that took the commitment to distribute—and the dis-
tributing group was a selling group, and they sold the stock to the
public less a commission.

Mr. PECORA. What was the original purchase group? Who com-
posed it?

Mr. DODGE. Pynchon & Co., and they were also syndicate mana-
gers, West & Co., W. S. Hammons & Co., Shermar Corporation, and
Halsey, Stuart & Co. One half of the interest of the Shermar Cor-
poration, as testified to, I think last week, was taken by the Chase
Securities Corporation.

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



STOCK EXCHANGE PRACTICES 3511

Mr. PECORA. Yes. Now, that purchasing group bought those
350,000 shares at $20 a share?

Mr. DODGE. Yes, sir.
Mr. PECORA. And immediately caused to be organized another

group. What do you call that other group?
Mr. DODGE. The purchase group.
Mr. PECORA. YOU call that the purchase group ?
Mr. DODGE. Yes, sir.
Mr. PECORA. But the first group was the original-terms purchase

group ?
Mr. DODGE. That would be called the original bankers group.
Mr. PECORA. Yes. Now this second group—the purchase group—

had the stock allotted to it at $25 a share ?
Mr. DODGE. Yes, sir.
Mr. PECORA. Was the entire block of 350,000 shares so allotted ?
Mr. DODGE. The group of July 18 was enlarged to a 500,000-share

group.
Mr. PECORA. All right. But was this stock allotted to the purchase

group, the larger purchase group, at $25 a share completely ?
Mr. DODGE. Yes, sir.
Mr. PECORA. By the original-terms group ?
Mr. DODGE. Yes, sir.
Mr. PECORA. When did they accomplish that ? Within a few days

after July 9, wasn't it ?
Mr. DODGE. NO, sir.
Mr. PECORA. When?
Mr. DODGE. Oh, no, sir. The difference between July 9 and July

18—could I refresh my memory on that ?
Mr. PECORA. Certainly. You may refresh your memory at any

time you think it is necessary.
Mr. DODGE. I t is a little complicated.
Mr. PECORA. All right. Look up any data you wish.
Mr. DODGE (after looking at some papers). It is as I thought. On

July 18 Pynchon & Co. as syndicate managers started to form a
group.

Mr. PECORA. Yes.
Mr. DODGE. Nine days after the original commitment was made.

And that group was actually formed between that date and the
public offering of the stock on August 1. Now, at what time it was
actually completed, and all this group was signed up, I don't know.

Mr. PECORA. Well, at any rate it was before August 1 ?
Mr. DODGE. Yes, sir.
Mr. PECORA. We will give you that full latitude of time between

July 9 and August 1.
Mr. DODGE. Yes, sir.
Mr. PECORA. During that time the original purchasing group,

which contracted to buy the 350,000 shares at $20 a share, allotted all
Lhat stock to this larger purchasing group at $25 a share.

Mr. DODGE. Yes, sir.
Mr. PECORA. And then the larger purchasing group passed it on

:o the public through a distributing group at how much a share ?
Mr. DODGE. The public offering price was $32 a share.
Mr. PECORA. And when was that offering made to the public ?
Mr. DODGE. On the 1st of August.
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Mr. PECORA. SO that within 3 weeks' time the original purchasing
group composed of this syndicate of five members, which included
the bankers that sponsored General Theatres Equipment, took on this
risk as you call it of 350,000 shares at $20 a share, and succeeded in
passing that risk on to the public at $32 a share by August 1.

The CHAIRMAN. But an enlarged block of shares.
Mr. PECORA. Yes.
Mr. DODGE. And the enlarged block was an offering of 500,000

shares, and the offering to the public was made August 1, but I don't
think they were successful in passing it on to the public on that day.

Mr. PECORA. HOW long did it take them to make that distribution?
Mr. DODGE. I think it took them some time, because the next records

we have are of a September 3 syndicate, and at that time all the stock
had not been sold.

Mr. PECORA. NOW, as early as July 18 this campaign to dispose of
those other 350.000 shares, which had been instituted bv the original
purchase group, was making good headway, or was "going well",
according to your report to Mr. Wiggin?

Mr. DODGE. The formation of the purchase group was going well.
Mr. PECORA. When the stock was offered to the public was any

circular issued making the offering?
Mr. DODGE. I understand that Pynchon & Co. issued a circular.
Mr. PECORA. Have you a copy of it?
Mr. DODGE. There was a public advertisement on that date I

believe. Yes; there was a circular.
Mr. PECORA. NOW, I show you what purports to be a printed copy

of such a circular. Will you be good enough to look at it and tell us
if this is the circular or advertisement that was issued for the offer-
ing to the public of the common stock of General Theatres Equipment
Corporation ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Mr. Chairman, I offer it in evidence and ask that it

may be made a part of the record.
The CHAIRMAN. Let it be admitted, and the committee reporter

will make it a part of the record.
(A circular headed " General Theatres Equipment, Inc., Common

Stock, Voting Trust Certificates " was marked " Committee Exhibit
No. 145, Nov. 21, 1933."

The CHAIRMAN. What is the price of that stock today ?
Mr. DODGE. The company is in the hands of a receiver.
The CHAIRMAN. Has it any market at all?
Mr. DODGE. Practically none.
Mr. PECORA. DO you recall just when it went into receivership?
Mr. DODGE. Sometime the early part of 1932, was it not?
Mr. PECORA. DO you notice that this circular [indicating] is dated

July 13, 1929?
Mr. DODGE. July what ?
Mr. PECORA. July 13,1929.
Mr. DODGE. Yes: that is the date.
Mr. PECORA. Can you give this committee any reason why no

balance sheet of the company is included in this circular? Do you
know any reason why it was not included ?
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Mr. DODGE. I cannot tell you, except it was a new company, the
offer was still open at that time to the security holders of the Inter-
national Projector. I think that did not expire until August 23.
Therefore it was not possible to say exactly what the assets of the
company were at that time, although I think it was stated that such
an offer was open; but I do not think at that time it was customary
for houses such as Pynchon & Co., who were offering common stocks,
to have a balance sheet attached to the circulars.

Mr. PECORA. Mr. Dodge, is it not a fact that this company was
organized as a holding company, and that at the time of its organi-
zation it was designed to take over certain specific securities of oper-
ating companies, such as the International Projector, the National
Theatre Supply Co., and these four lamp companies which have been
alluded to in the record so frequently ?

Mr. DODGE. Yes, sir.
Mr. PECORA. And those operating companies had been in business

for some time ?•
Mr. DODGE. Yes, sir.
Mr. PECORA. And consolidated balance sheets were available and

could have been included in this prospectus or advertising?
Mr. DODGE. On a pro forma basis?
Mr. PECORA. Yes, sir.
Mr. DODGE. Yes, sir.
Mr. PECORA. The testimony last week that was elicited here from

Mr. Clarke was to the effect that at the time of the incorporation of
the General Theatres Equipment and the issuance of its securities
in exchange for the stock of these subsidiary operating companies
there was a mark-up of something like $36,000,000 to $38,000,000 over
the asset or book values of those subsidiary companies. Do you recall
Mr. Clarke's testimony to that effect?

Mr. DODGE. I recall that there was a good deal of testimony to that
effect.

Mr. PECORA. DO you recall that the testimonv was, in substance, to
the effect that this $36,000,000 to $38,000,000"was watered?

Mr. DODGE. I do not know who said it was water.
Mr. PECORA. I, for one, stated that, and Mr. Clarke finally ad-

mitted that it might be so regarded, as I remember his testimony.
But the record on that will speak for itself.

Let me ask you: Was it possibly for the reason that a consoli-
dated balance sheet of these companies, if included in the public
offering or the advertising circular accompanying the public offer-
ing of this stock of General Theatres Equipment might have shown
the inclusion of all that water and it might have militated against
the public subscribing for the stock if such a consolidated balance
sheet was included?

Mr. DODGE. I do not believe that was so.
Mr. PECORA. Did you ever know of an instance where the condi-

tion shown by a balance sheet statement would have supported figures
and values, it was not given to the public ?

Mr. DODGE. Might I have that question again ?
(The question referred to was read by the reporter as above

recorded.)
Mr. DODGE. I still do not exactly get the question.
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Mr. PECORA. If you do not understand that question, I will not
press you to answer it.

Mr. DODGE. All right.
Mr. PECORA. When this distributing group was formed just prior

to August 1, 1929, by Pynchon & Co. as managers for the original
terms purchase group, do you know whether Pynchon & Co. caused
to be issued and distributed a letter inviting its dealers throughout
the country to join the distributing group?

Mr. DODGE. I should presume they did.
Mr. PECORA. I show you what purports to be a photostatic repro-

duction of such a letter. Will you please look at it and tell me if
you recognize it to be a true and correct copy thereof ?

Mr. DODGE. I do not remember having seen it, Mr. Pecora, but I
presume it is a correct copy.

Mr. PECORA. I offer it in evidence.
The CHAIRMAN. Let it be admitted and entered on the record.
(The photostatic copy of letter referred to, dated New York,

July 29, 1929, and signed by Pynchon & Co., was received in evi-
dence, marked " Committee Exhibit No. 146, Nov. 21, 1933 ", and is
as follows:)

COMMITTEE EXHIBIT NO. 146

Pynchon & Co., I l l Broadway, New York. Distributing Group Managers.
300,000 Shares, General Theatres Equipment, Inc., Voting Trust Certificates

for Common Stock (no par value)
Distributing group

NEW YORK, July 29, 1929.
DEAR SIRS : We and our associates are forming a Distributing Group, which

we are pleased to invite you to join, to offer to the public such portion of 300,000
shares General Theatres Equipment, Inc., Voting Trust Certificates for Common
Stock as may not be required in connection with the offers of exchange made
by Pynchon & Co., as Syndicate Managers, to the holders of Preferred Stocks of
International Projector Corporation and National Theatre Supply Company and
holders of 6%% Gold Notes of National Theatre Supply Company. We are
enclosing a copy of a circular regarding this issue. Pynchon & Co. are to be
Managers of this Group, with full powers.

This stock will be offered for public subscription, subject to allotment, at $32
per share, when, as, and if issued and accepted by us and subject to the approval
of our Counsel. Our public advertisements of this issue will appear on Wed-
nesday, July 31, 1929. Following our advertisements, Group Members may
advertise at their own expense. A reasonable supply of circulars will be
furnished if you will advise Pynchon & Co., I l l Broadway, New York City,
of your requirements.

Subscription books will be opened at our office, 111 Broadway, New York
City, on Thursday, August 1, 1929, at 10 o'clock A.M. Eastern Daylight Saving
Time, and may be closed at any time thereafter in our discretion without notice.
We reserve the right to reject any subscriptions in whole or in part, and to
allot in our uncontrolled discretion.

From the offering price a net selling commission of $2.00 per share will
be allowed on confirmed sales. The selling commission will not be paid with
respect to any shares repurchased or contracted for repurchase by the Man-
agers during the life of the Group. As to any confirmed shares which may be
repurchased or contracted for repurchase by the Managers at, or below, the
offering price during the life of the Group, the Managers reserve the right
in lieu of canceling commissions to redeliver to members such shares at their
repurchase cost.

Temporary Voting Trust Certificates for Common Stock will be ready for
delivery in the first instance on or about August 8, 1929, at the office of
Pynchon & Co., I l l Broadway, New York City, against payment in New York
funds at $32 per share, the selling commission being payable following the
termination of this Group.
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The Group will terminate on September 30, 1929, but in the Managers dis-
cretion may be extended for an additional period, or periods not exceeding
sixty days in the aggregate. The Managers reserve the right to terminate this
Group at any time in their sole discretion.

The Managers will cause to be published a State notice respecting this stock
in the form required by Article 23-A of the General Business Law of the State
of New York.

The Managers shall not be under any liability in respect to the validity or
value of the shares or the form or the representations contained in, or the
validity of, any letter, circulars, or the voting trust certificates, agreement or
other instruments executed by the Company or by others, nor for the delivery
of voting trust certificates, nor for the performance by the Company or others
of any agreement on its or their part, nor shall they be liable under any of
the provisions of this agreement or in or for any matter connected therewith,
except want of good faith, and no obligation not expressly assumed by them
by this agreement shall be implied therefrom.

If you wish to join this Distributing Group under the terms and conditions
of this letter, please complete and sign in the place provided, the form at the
foot of the enclosed duplicate, stating the number of shares for which you
wish to subscribe, and send such duplicate to Pynchon & Co., Distributing
Group Managers, 111 Broadway, New York City, at your earliest convenience.
This original letter should be preserved for your records.

Yours very truly,
PYNCHON & Co.,
WEST & Co.,
W. S. HAMMONS & Co.,

BY PYNCHON & Co.
Distributing Group Managers.

JULY —, 1929.
PYNCHON & Co.,

Distributing Group Managers,
111 Broadway, New York, Neic York.

GENTLEMEN: The undersigned hereby subscribe for shares General
Theatres Equipment, Inc., Voting Trust Certificates for Common Stock in the
Distributing Group which you are forming as set forth in your foregoing letter
to us, dated July 29, 1929, subject to the terms and conditions set forth in your
said letter, to which we agree. We agree to accept such lesser amount as you
may allot us.

Yours very truly,
Name

Address
(Address to which all notices should he sent.)

Mr. PECORA. NOW, the public was never told in any public offer-
ing of this stock that the original purchase group had acquired
stock at $20 a share by contract with the issuing company, was it?

Mr. DODGE. NO, sir.
Mr. PECORA. Nor was the public ever told that the original pur-

chase group had almost immediately caused to be formed a larger
purchase group which took over the stock at $25 a share, was it?

Mr. DODGE. I cannot find any record ?
Mr. PECORA. YOU know, as a matter of fact, no such thing was

ever done ?
Mr. DODGE. NO, sir; I do not think it was.
Mr. PECORA. The public was never told, was it, that even the mem-

bers of this distributing group that was formed under the terms and
provisions of this letter of July 29,1929, were receiving a commission
of $2 a share upon any sales they made to the public of these shares
at $32 a share?
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Mr. DODGE. YOU mean, in the circular ?
Mr. PECORA. In anything.
Mr. DODGE. NO, sir.
Mr. PECORA. DO you think, Mr. Dodge, it was fair to the investing

public to conceal from it those details ?
Mr. DODGE. I did at the time; yes, sir.
Mr. PECORA. DO you still think it was fair, looking at it in retro-

spect of the past 4 years ?
Mr. DODGE. A good deal of water has gone over the dam in the last

4 years, Mr. Pecora. I think that the general feeling at the present
time is that more disclosures should be made. 1 am in hearty accord
with that.

Mr. PECORA. The reason I asked you is because of the opposition
that has developed in certain quarters in the investment field and
among investment bankers' associations to certain provisions of the
Securities Act that Congress passed last March at the special session
of the Seventy-third Congress.

Mr. DODGE. I do not understand from, the talks that I have had
with the investment bankers, although I have been away a consider-
able time, that they have any general objection to the general pub-
licity part of that act. I think that the Investment Bankers Asso-
ciation, as I understand it, and certainly all the investment bankers
that I have talked to, are heartily in accord with fuller publicity
than was customary 4 or 5 years ago or even 10 or 15 years ago.

Mr. PECORA. In the light of the experience you have had since 1929
you approve thoroughly of the principle of the Securities Act?

Mr. DODGE. AS to publicity; yes, sir.
Mr. PECORA. AS to publicity and the publicity required by the

terms of that act ?
Mr. DODGE. Yes, sir.
Mr. PECORA. IS it not a fact, Mr. Dodge, that Pynchon & Co. were

made the managers of this selling syndicate because of the ex-
perience that that firm had had in handling market campaigns for
the securities of other corporations?

Mr. DODGE. Yes, sir.
Mr PECORA. And one of those other corporations was the Utilities

Power & Light Co., which was a Harley Clarke company ?
Mr. DODGE. Yes, sir.
Mr. PECORA. Mr. Ingold, who was a partner in the firm of

Pynchon & Co., was the person who in behalf of that firm as man-
agers of the syndicate particularly handled the market operations
in the stock of the General Theatres Equipment Co., was he not?

Mr. DODGE. Yes.
Mr. PECORA. Did not the members of the original purchase group,

this banking syndicate, have in mind from the very beginning when
they contracted to buy these 350,000 shares of the common stock at
$20 a share, marketing that stock through Pynchon & Co. in a
fashion that would enable them to dispose of it to the public at a
substantial profit and within a short period of time ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Did you under date of July 9, 1929, address to Mr.

Wiggin a memorandum of which this is a photostatic reproduction,
which I now show you ?
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Mr. DODGE. IS that the one that is already in?
Mr. PECORA. NO ; that is another one. This is not in evidence yet.
Mr. DODGE. Yes, sir; I did.
Mr. PECORA. I offer that in evidence.
The CHAIRMAN. Let it be admitted.
(The photostatic copy referred to, addressed to Mr. Wiggin under

date of July 9,1929, by the witness, was received in evidence, marked
" Committee Exhibit No. 147, Nov. 21,1933.")

Mr. PECORA. The memorandum reads as follows [reading] :

MEMORANDUM

July 9, 1929.
To Mr. WIGGIN :

Re General Theatres Equipment, Inc.
Since you left, have pretty well straightened out the terms of this issue to

conform to the suggestions you made before leaving. Harley Clarke was
pretty stiff on the question of having any sinking fund, but I let him under-
stand that it was a question of our appearing or not. As finally settled, it
has been changed from a 20-year to a 15-year debenture with sinking fund,
starting after three years, at the rate of $300,000, or 5% per year, retiring
60% at maturity. This seems to be thoroughly satisfactory to Halsey Stuart,
who have accepted their participation, as well as a 10% interest in the stock
of the syndicate. Chase Securities Corporation have a 20% interest in this
business, and will handle the books. Appearance will be as follows:

Top Line: Chase Securities Corporation, Pynchon & Company, & Halsey,
Stuart & Company.

2nd Line: West & Company and W. S. Hammons & Company.
As to the stock end of it, the group will purchase 350,000 shares at $20 a

share, of which 300,000 is from the company, to be paid for on or before August
23rd, and 50,000 shares is from Harley Clarke, who gave us also an option on
100,000 shares at 20 for 60 days, and 100,000 shares for 90 days. Pynchon &
Company will handle this syndicate. If Ingold handles the market on this
stock as well as he did on the Utilities Power & Light Common Stock, we
would probably not have to take up much stock by August 23rd. However,
Harley Clarke needs money the 15th of this month, and may make one of the
conditions of his options that we take up 50,000 shares at 20 on the 15th. If so,
would like your O.K. on making a syndicate loan for this amount at the Bank*
Shermar's percentage of this account is 11*4%, and Chase Securities Corpora-
tion's 11%%, or $111,250 apiece. The rest of the account is—

Pynchon & Company 31%%
Halsey Stuart 10%
West & Co 18%
W. S. Hammons & Co 18%

Contract for stock will be made in the name of The Shermar Corporation,
they in turn assigning a half interest to Chase Securities Corporation, in con-
sideration of their taking the major financing.

If legally we find we cannot take up Clarke's stock (the 50,000 shares men-
tioned above) until we have paid for the debentures, August 1st, probably
Clarke will have to have a loan for 15 days, as the proceeds are to make pay-
ments due, in order to make the deal possible.

Just talked to Clarke. August 1 is payment date on 50,000 shares, and
will not need the money before that. Am hurrying this to get off with other
papers.

It is initialed " M.W.D.", and there is an inscription in handwrit-
ing at the foot of this typewritten memorandum, reading " O. K.—
A.H.W." A.H.W. are the initials of Mr. Wiggin?

Mr. DODGE. Yes.
Mr. PECORA. And M.W.D. are your initials?
Mr. DODGE. Yes, sir.

175541—34—rT 7 20
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Mr. PECORA. At the time of the incorporation of General Theatres
Equipment it was authorized to issue by its charter 5,000,000 shares
of common stock?

Mr. DODGE. Yes, sir.
Mr. PECORA. I t actually only issued a little over 2,000,000 shares

at the outset; do you remember ?
Mr. DODGE. Yes, sir; and I would like at this point to say that in

reading over my testimony—you asked me, I think, last Friday, and
I think Senator Fletcher asked me, how much was the original
amount of stock issued, and I said one million, six hundred thousand,
and odd shares of stock. I find it was 1,900,000 shares, because in
the memorandum which I used to refresh my memory I did not in-
clude the 300,000 shares later sold for cash, or within a few days
sold for cash. It was actually a little over 1,900,000.

Mr. PECORA. Of that 1,900,000 shares something over a million
shares had been issued to Harley Clarke himself?

Mr. DODGE. Yes; about one million and five, I think.
Mr. PECORA. When this purchasing group was formed under the

original terms to purchase not only the 6 million dollars of deben-
tures, but also 300,000 shares of the common stock at $20 a share,
which also made $6,000,000, was any arrangement effected with
Harley Clarke by this original terms group whereby Clarke agreed
not to put any of his common stock on the market until after this
syndicate had completed its market operations ?

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

of a letter signed by Harley L. Clarke, dated July 9, 1929, addressed
to Pynchon & Co., the Shermar Corporation, West & Co., W. S.
Hammons & Co., and Halsey, Stuart & Co., Inc. Will you please
look at it and tell us if it constitutes a true and correct copy of such
letter or agreement on the part of Harley Clarke?

Mr. DODGE. I presume that is a true copy.
Mr. PECORA. I offer it in evidence.
The CHAIRMAN. Let it be admitted and entered on the record.
(The photostatic copy of letter dated July 9, 1929, addressed to

Pynchon & Co., and others, and signed by Harley L. Clarke, was
received in evidence, marked " Committee Exhibit No. 148, Nov.
21, 1933.")

Mr. PECORA. The exhibit marked " 148 " in evidence reads as fol-
lows [reading] :

COMMITTEE EXHIBIT NO. 148

JULY 9, 1929.
PYNCHON & Co.
THE SHERMAR CORPORATION.
WEST & Co.
W. S. HAMMONS & Co.
HALSEY, STUART & Co., INC.

GENTLEMEN : In order to induce you to sign several contracts, dated July 9,
1929, including a contract for the purchase from me of 50,000 shares of the
common stock of General Theatres Equipment, Inc., I hereby agree that I
will not sell or otherwise dispose of, except to yourselves, any of the common
stock of General Theatre Equipment, Inc., which I may receive in exchange
for stock owned by me in exchange for «tock owned by me in International
Projector Corporation and National Theatre supply Company, or otherwise, in
such n manner that it will reach the hands of the public during the life of a
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Purchase Group Agreement formed by you in connection with the purchase of
300,000 shares of the said common stock, provided, however, that the life of
the said Purchase Group shall in no event extend beyond six months from
the date hereof.

If my said Common Stock of General Theatres Equipment, Inc., sold by me to
others than yourselves, shall be purchased or repurchased in the market by the
Managers of said syndicate during the life of the syndicate, I will repurchase
the stock from the said Managers at the net cost to the Managers.

Yours very truly,
(Signed) HARLEY L. CLARKE,

By O. E. KOEGEL,
Atty. in Fact.

Will you tell the committee, please, the reason for obtaining this
agreement from Clarke not to put any of his shares on the market
while the syndicate of which your company was a member was at-
tempting to dispose of its 350,000 shares which it had bought at $20?

Mr. DODGE. NO bankers would sign an agreement to buy $7,000,000
worth of common stock knowing that somebody who owned a mil-
lion shares of stock could at any time throw their stock on the market.

Mr. PEdoRA. Why not?
Mr. DODGE. Because it would be impossible to market the stock.
Mr. PECORA. If the stock that the bankers were buying at $20 a

share had an intrinsic value of that much, what risk were the bankers
taking?

Mr. DODGE. That the owner of the 1,000,000 shares of stock might
need the money, change his mind that it was worth to him less than
$20 a share, and throw it on the market at $15.

Mr. PECORA. Could you not have satisfied yourselves that Harley
Clarke was not in a position at that time that would tempt him to
do any such thing and sacrifice any of the stock in the market?

Mr. DODGE. I do not believe he wanted to sell a share of stock; in
fact, I felt that he did not want to sell it.

Mr. PECORA. Then why did you obligate him by formal agreement
in writing not to put any of his shares on the market during the life
of this syndicate that was to be formed by the original terms purchase
group ?

Mr. DODGE. Business precaution.
Mr. PECORA. A business precaution against what ?
Mr. DODGE. Against his selling his stock.
Mr. PECORA. HOW would the selling of his stock involve any poten-

tial loss or risk to this original terms group if they were paying full
value of $20 a share for the stock they agreed to buy ?

Mr. DODGE. They were not buying the stock for investment for
themselves.

Mr. PECORA. They were buying it to pass on to the public at a
higher price? .

Mr. DODGE. At a profit.
Mr. PECORA. And they were going to pass it on through a stock-

selling campaign. Is it not a fact that this purchasing group wanted
to control the public market during the time it was making the dis-
tribution of these 350,000 shares to the public?

Mr. DODGE. I t was not possible to control the public market.
Mr. PECORA. I t was possible to the extent that the only shares

that would have been on the market would have been the shares,
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assuming that Clarke had agreed to keep his shares off the market,
that this group agreed to buy at $20 a share ?

Mr. DODGE. This was an original issue of stock. I t was not going
to be offered on the stock exchange or through the stock exchange;
it was going to be offered through I don't know how many dealers
all over the country.

Mr. PECORA. I know that.
Mr. DODGE. And those dealers and their clients were entitled to

protection. In other words, if they offered the stock to their clients
at a certain price somebody might have thrown 500,000 or 1,000,000
shares on the market.

Mr. PECORA. IS it not a fact that the reason you wanted Harley
Clarke to tie up his stock by this kind of an agreement was to leave
the syndicate with a free hand to manipulate the market so that it
could dispose of its 350,000 shares at the price they wanted to sell
it for, which was ultimately $32 a share, to the public.

Mr. DODGE. I would agree with you in everything but the manipu-
lation, Mr. Pecora.

Mr. PECORA. All right. Well, what word would you care to sub-
stitute for " manipulation "? I will let you dictate the terminology.

Mr. DODGE. The stock at this time was selling, I think, at $25 a
share; that would be at the equivalent of $25 in the exchange for the
old stock, and therefore I think that as conditions were in August
1929, and as a fact as those conditions were in effect it was a big
speculative market. The buying demand was greater than the selling
demand. Now, if Mr. Clarke would have been free to sell the stock
on the market, and he wanted to sell, there would have been more
sellers than buyers and the stock would have gone down. We
thought that the public at that time was buying a security which
had intrinsic merit and that would probably show them a profit. We
believed it would.

Mr. PECORA. HOW much of an intrinsic value did you think the
stock had at that time?

Mr. DODGE. At least $32 a share.
Mr. PECORA. At the time the bankers paid $20 a share it was worth

intrinsically $30 a share; is that right?
Mr. DODGE. NO ; that developed afterwards. At the time of July 9

we felt that it was worth at least $20 a share.
Mr. PECORA. And by August 1 you felt it was intrinsically worth

at least $32 a share ?
Mr. DODGE. Yes.
Mr. PECORA. What had happened between July 9 and August 1

that brought about that very substantial increase in intrinsic value
in your opinion?

Mr. DODGE. Well, I do not know as much about selling stocks as I
should know. I have had plenty of experience in the last 4 or 5
years. But the idea in 1929, in those times, was that the value of
the stock was what the public wanted to pay for them.

Mr. PECORA. Well, was the public given any option as to what it
wanted to pay for the stock when it was offered to them at $32 a
share on August 1 ? You are speaking of values as though the public
created them in a free $nd open market, are you not?

Mr. DODGE. I am speaking, I think, Mr. Pecora, of the value that
the public set upon a security or a commodity that was placed before
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them and saying, " Do you want to buy them at this price? " They
did want to buy it at that price.

Mr. PECORA. NOW you and I were referring to the intrinsic value
of this stock as being $20 a share on July 9.

Mr. DODGE. Yes, sir.
Mr. PECORA. At least. And $32 a share on August 1. Now, what

brought about that increase of over 50 percent in the intrinsic value
of the stock within a period of about 3 weeks time ?

Mr. DODGE. Well, we are talking of a difference of 12 points. On
July 9 certainly there would not have been a purchase of $7,000,000
worth of common stock at $20 a share if the purchasers had not felt
that the value was higher than $20 a share, because they naturally
wanted room for a profit.

Mr. PECORA. Well, that does not yet answer the question of what
had occurred between July 9 and August 1, 1929, that caused the
intrinsic value of this stock to increase from an intrinsic value of at
least $20 a share to one of $32 a share.

Mr. DODGE. A general rise in, all the stocks.
Mr. PECORA. Well, now, this stock was not listed at that time,

was it?
Mr. DODGE. NO. That would not naturally imply that it had to be

listed.
Mr. PECORA. Well, you said a general rise in all stocks. You had

particular reference to securities that were listed on the public
exchanges ?

Mr. DODGE. All stocks.
Mr. PECORA. Even the unlisted ones?
Mr. DODGE. The listed and the unlisted ones.
Mr. PECORA. Well, did that affect the intrinsic value ?
Mr. DODGE. I t affected the value; yes. I t affected the value as

shown by what the public was willing to pay for stock.
Mr. PECORA. DO you recognize a difference between market value

and intrinsic value?
Mr. DODGE. I think that would take a very long argument, Mr.

Pecora, because my idea of values
Mr. PECORA. Well, do yau recognize that there is a difference be-

tween the so-called " market value " of a security and its so-called
" intrinsic " value ? In your opinion is there a difference between
the two sets of values ?

Mr. DODGE. I think the public pretty well settles that for them-
selves.

Mr. PECORA. Well, I want your individual judgment about that.
Mr. DODGE. That is my judgment. The public pretty well settles

that for themselves.
Mr. PECORA. What did the public at that time know about the

intrinsic value of this security when it was offered to them at $32 %
What was it permitted to know about it through the medium of any
circular that the public had issued to them, or any advertisement?

Mr. DODGE. This circular, I think, is the only thing that they had
at that time.

Mr. PECORA. And does that circular sajr anything at all about the
intrinsic value of the stock? Does it give any balance sheet, for
instance. Does it tell what the prospects of the company are? Does
it tell what the company has done?
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Mr. DODGE. It gives no balance sheet, Mr. Pecora. The stock was
offered to the public, Mr. Pecora, as a common stock, and it was
offered on an earning basis.

Mr. PECORA. On what?
Mr. DODGE. On an earning basis. I see from this circular that
Mr. PECORA. That was the earning basis you said justified a value

of 20 to 40 times the earnings ?
Mr. DODGE. That would seem so.
Mr. PECORA. YOU do not believe that today, do you?
Mr. DODGE. The public does not believe it.
Mr. PECORA. Well, do you believe it?
Mr. DODGE. I believe a great many securities that I have are worth

more than they are selling for—I hope that they are—that I have
left. May I suggest—here is a statement of the market as of June
29 on certain selected common stocks. It is very hard to get a com-
parison, but they do show that on June 29 the market value times
the earnings of the companies at that time was all the way from 12
to 45 times. I might read a few of them if it would be of any
interest. That is as supporting my statement that at that time the
public felt that equities were worth anywhere from 20 to 40 times
what they were earning.

Mr. PECORA. Well, now, when the bankers agreed to pay $20 a
share for this stock did they feel that the stock was worth from
20 to 40 times its earnings ?

Mr. DODGE. We would not have bought it; we would not have
taken a risk of buying

Mr. PECORA. YOU would not have bought it on any such basis,
but you were willing to pass it on to the public on that basis, and
you are now attempting to justify that offer to the public on that
basis, are you not?

Mr. DODGE. I think I am coupling that with the statement that
all stocks on the stock exchange had gone up at that time.

The CHAIRMAN. That is, a spirit of speculation and gambling was
rampant all over the country at that time.

Mr. DODGE. Looking back at it now, Senator Fletcher, it seems
crazy. The whole country seemed to be speculation mad.

Mr. PECORA. Ingold, one of the partners of Pynchon & Co., was
the active market manager for this stock, was he not, in the sum-
mer of 1929?

Mr. DODGE. Yes, sir.
Mr. PECORA. Ingold was also one of the three voting trustees for

the stock, was he not?
Mr. DODGE. Yes, sir.
Mr. PECORA. Why was this common stock embodied in the form of

voting trust certificates?
Mr. DODGE. TO preserve the management.
Mr. PECORA. And the management was preserved in the three

trustees who were, respectively, Harley Clarke, Mr. Ingold, and
Mr. Hammons?

Mr. DODGE. That was the method by which the management was
preserved.

Mr. PECORA. Well, they were the three voting trustees ?
Mr. DODGE. They were the ones that voted the stock for the

management.
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Mr. PECORA. Yes. They were the three voting trustees?
Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, did Pynchon know anything about the moving-

picture business?
Mr. DODGE. I do not know.
Mr. PECORA. Did Mr. Hammons, the other banker, know any-

thing about the moving-picture business, so far as you know ?
Mr. DODGE. I do not know.
Mr. PECORA. Well, why were two men named as voting trustees

if you as one of the sponsors of the company did not know whether
or not they were competent to manage a moving-picture corporation?

Mr. DODGE. At that time, Mr. Pecora, I think it is fair to state
that this corporation was not a moving-picture company.

Mr. PECORA. Well, it was a holding company.
Mr. DODGE. NO ; it manufactured machines which were sold to the

moving-picture industry.
Mr. PECORA. All right. We will put it that way. Had Mr.

Ingold had any experience in business of that kind, to your
knowledge ?

Mr. DODGE. NO, sir.
Mr. PECORA. Had Mr. Hammons?
Mr. DODGE. Not that I know of.
Mr. PECORA. Well, why were 2 of the 3 voting trustees then chosen

from men who had no experience in the particular kind of business
that this corporation was designed to conduct ?

Mr. DODGE. Voting trustees are chosen as men who have judgment
of general business affairs and are able to judge as to whether the
management is performing well or not performing well. And the
stockholders agreed to put into their hands the performance of that
judgment.

Mr. PECORA. Did the stockholders ever agree to do that in this
case?

Mr. DODGE. Yes, sir; when they bought the securities.
Mr. PECORA. They bought the security that was tied up with such

an agreement?
Mr. DODGE. They bought voting trust certificates.
Mr. PECORA. Yes. But there was never any occasion or any in-

stance when the stockholders as stockholders agreed to the creation
of a voting trust agreement ?

Mr. DODGE. If they did not agree to it, they- should not have bought
the stock.

Mr. PECORA. I know that.
Mr. DODGE. The minute they bought the stock—the voting trust

certificates—they agreed to it. That is what the certificates said.
Mr. PECORA. NO ; but the agreement creating the voting trust cer-

tificates was never made by the stockholders themselves at the outset,
was it ?

Mr. DODGE. Oh, no, sir.
Mr. PECORA. I t was done by the sponsors of the company?
Mr. DODGE. That is right, sir.
Mr. PECORA. And the sponsors of the company selected two or

three men as voting trustees to preserve the management of the com-
pany, which two men had had no experience, to your knowledge, in
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the conduct of the kind of business the General Theatres Equipment
was incorporated to conduct ? Is that not a plain statement of fact ?

Mr. DODGE. I, as a banker, Mr. Pecora, who took an interest for
the Chase Securities Corporation in the offering of these securities to
the public, and took a responsibility, felt that others who were taking
the same responsibility would be better able to protect the investors
than some outsider, because they had that responsibility. Now both
Mr. Ingold and Mr. Hammons are connected with banking firms who
had joined in this offer, and they were more interested in protecting
the investors to whom they had sold securities in having good man-
agement than an outsider would be. I think that is the real answer
to your question.

Mr. PECORA. Well, now, as a matter of fact, was not Ingold chosen
because he had proven himself a very successful market operator?

Mr. DODGE. NO, sir. That was not the reason he was chosen.
Mr. PECORA. Why was he chosen as a voting trustee?
Mr. DODGE. He was chosen for the reason I say, that a market

operator or an investment banker has a responsibility after he has
sold the security. And he had more responsibility and more reason
to see that the management was a good management than some
outsider would have had.

Mr. PECORA. Well, how was he in a position to determine whether
a management was efficient or otherwise if he had had no experience
in the operation of the kind of business that General Theatres Equip-
ment Co. was organized to conduct?

Mr. DODGE. AS much as anybody who has good sound business
sense.

The CHAIRMAN. Did these trustees constituting the voting trust
receive any compensation as such ?

Mr. DODGE. Not that I know of, Senator.
Mr. PECORA. NOW Mr. Dodge, do you know how long this trading

syndicate continued to operate in the common stock of G. T. E.?
Mr. DODGE. The trading syndicate, I am informed, which was

formed in connection with the original group, that is, on July 9,
did not perform. I t was passed on to the July 18 purchase group.

Mr. PECORA. All right.
Mr. DODGE. And that trading account—I do not know how long

it operated or what its operations were. Do you know ? [Address-
ing an associate.] I am informed that it terminated September 3.

Mr. PECORA. September 3. Well, then, when did the second syndi-
cate commence operations?

Mr. DODGE. Which syndicate?
Mr. PECORA. Was there not a second trading syndicate formed?
Mr. DODGE. The July 18 one.
Mr. PECORA. Yes.
Mr. DODGE. That is the one I referred to.
Mr. PECORA. That terminated September 3 ?
Mr. DODGE. That terminated September 3.
Mr. PECORA. Well, was there not another one formed after that

in which Pynchon & Co. were also the managers?
Mr. DODGE. Well, there was a new syndicate formed on Sep-

tember 3.
Mr. PECORA. What is that?
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Mr. DODGE. There was a new syndicate formed on September 3.
Mr. PECORA. Who composed that syndicate ?
Mr. DODGE. This is information which I have gotten from others,

as the Chase Securities Corporation and Shermar Corporation had
no interest in the September 3 syndicate. Would you like me to give
you the information?

Mr. PECORA. Yes.
Mr. DODGE. W. H. Eshbaugh & Co., 40,000 shares; W. S. Ham-

mons & Co., 10,000 shares; J. E. Higgins, 30,000 shares; Tucker, Hun-
ter Dulin & Co., Inc., 50,000 shares; Pynchon & Co., 50,000 shares;
or a total of 180,000 shares of stock.

Mr. PECORA. IS that the group or syndicate that was referred to
by you in a memorandum which you addressed to Mr. Wiggin under
date of September 19, 1929, what purports to be a photostatic copy
of which I now show you [handing same to Mr. Dodge] ?

Mr. DODGE (after examining same). That is not the same syndicate.
Mr. PECORA. DO you recall having sent the original of that mem-

orandum to Mr. Wiggin ?
Mr. DODGE. Yes, sir.
Mr. PECORA. I oner that in evidence and ask to have it spread upon

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

record.
(Memorandum addressed to Mr. Wiggin, dated Sept. 19, 1929,

was received in evidence and marked "Committee Exhibit 149 of
Nov. 21,1933.")

Mr. PECORA. The memorandum marked in evidence as " Committee
Exhibit No. 149 " reads as follows [reading] :

SEPTEMBER 19, 1929.
To ME. WIGGIN :

Pynchon & Co. are heading a group to buy approximately 215,000 shares
General Theaters Equipment stock at $50 a share. In the group with them are
Goldman Sachs, Hunter Dulin, Sutro, W. W. Crocker, Higgins, Eschbaugh, and
others. They are calling 25 percent margin and they desire a syndicate loan.
Total loan on this basis would be $8,000,000, of which they are asking if they
can have $5,000,000 from the Chase.

Pynchon are already borrowing $4,000,000 on General Theatre stock for the
whole syndicate. Stock is selling today at 65. They want the loan for 90
days or less. This will pay off the $4,000,000 loan.

M. W. D.

In addition at the foot of the memorandum reading as follows:
NOTE.—This was O.K.'d by A. H. W. and the original sent to Mr. Schmidlapp

9/19/29.
Mr. PECORA. Was that loan made to Pynchon & Co. the loan

referred to in this memorandum?
Mr. DODGE. I believe it was.
Mr. PECORA. And was that loan based upon a valuation of the

stock of $65 a share?
Mr. DODGE. NO, sir.
Mr. PECORA. On what basis was the stock?
Mr. DODGE. I understand from that memorandum that the stock

was purchased at 50. and they called 25 percent margin; that would
be $37.50.
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Mr. PECORA. NOW, jrou do know, do you not, that by September 19
this stock was selling in the market at $65 ?

Mr. DODGE. Yes, sir; from that memorandum.
Mr. PECORA. DO you remember what market that was? Was it

New York Curb Exchange?
Mr.^DODGE. Curb exchange.
Mr. PECORA. Was it among the unlisted securities traded in on the

floor of that exchange at that time ?
Mr. DODGE. Mr. Pecora, I do not know that. I will find it out for

you. I do not know whether it was listed or unlisted. Do you want
me to find that out?

Mr. PECORA. Yes.
Mr. DODGE (after consulting with associates). We do not have it.

but we will try to obtain it.
Mr. PECORA. All right.
The CHAIRMAN. YOU say the syndicate bought it at 50?
Mr. DODGE. This particular syndicate bought the stock at 50.
Mr. PECORA. Whom did it buy it from, do you know ?
Mr. DODGE. I do not know, sir. I do know that part of it must

have been bought from the September 3 syndicate, but that is all
hearsay as far as I am concerned. We had no interest in it.

The CHAIRMAN. HOW long did that loan of $5,000,000 run, do you
know?

Mr. DODGE. I do not remember how long it was. I t was paid off.
The CHAIRMAN. Was it a short loan—30, 60, 90 days?
Mr. DODGE. I t was a demand loan, I think. A demand loan which

was paid, I think, within 6 months, or something like that.
Mr. PECORA. I want to refer to committee's exhibit no. 147 in

evidence, which is the memorandum addressed by you to Mr. Wiggin
under date of July 9, 1929, in which you say in part as follows:

As to the stock end of it, the group will purchase 350,000 shares at 20 dollars
a share, of which 300,000 is from the company, to be paid for on or before
August 23, and 50,000 shares is from Mr. Harley Clarke, who gave us also an
option on 100,000 shares at 20 for 60 days and 100,000 shares for 90 days.

Now you notice that under this arrangement that was effected by
the members of this banking group with General Theaters Equip-
ment Co. at the very outset it was not to pay for any of these 300,000
shares; not obligated to pay for it before August 23, 1929.

Mr. DODGE. Yes.
Mr. PECORA. Under the plan of campaign that had been arranged

by the bankers' group to enable them to market those 350,000 shares
the group was to dispose of all of those shares at a profit before
August 23?

Mr. DODGE. If they could.
Mr. PECORA. If they could. Is that right?
Mr. DODGE. If they could.
Mr. PECORA. And they did?
Mr. DODGE. NO, sir.
Mr. PECORA. Did they not pass it on to the second syndicate thai

was formed on July 18, of which Pynchon & Co. were managers ?
Mr. DODGE. Yes, sir.
Mr. PECORA. At a profit of about 1% million dollars ?
Mr. DODGE. NO. Are you talking now about the original group'*
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Mr. PECORA. I am talking about the original purchase group, yes;
composed of five members.

Mr. DODGE. They passed it on to the July 18 syndicate.
Mr. PECORA. They passed it on to the July 18 syndicate group at a

profit of $1,750,000?
Mr. DODGE. Five points on 350,000 shares of stock.
Mr. PECORA. Yes. Well, that is $1,750,000.
Mr. DODGE. That would work out mathematically.
Mr. PECORA. Yes. Now, do you know by what process this com-

mon stock of General Theatres Equipment reached a selling price in
the market by September 18, 1929 of $65 a share? That is exactly
2 months after this second group headed by Pynchon & Co. purchased
in the first group the 350,000 shares at 25.

Mr. DODGE. I am trying to get into my mind exactly what you
mean by "process." The public at that time between July and
September 29, which I think was the high point of that wild-bull
market, were buying all stocks to an extent where they went up 50
or 100 percent, some of them.

Mr. PECORA. NOW, Mr. Dodge, frankly do you not think that the
market operations of this syndicate headed by Pynchon & Co. had
some responsibility for putting up the price to that astounding figure ?
And for the purpose of enabling you to answer that question and
giving us your candid opinion on that, Mr. Dodge, let me remind
you ot the following sequence of events that you have already testi-
fied to. General Theatres Co. was not actually legally incorporated
until July 11, 1929. Two days before that date its promoter, Harley
Clarke, entered into an agreement with the banking syndicate, of
which Chase Securities Corporation was one, to sell to the banking
syndicate 350,000 of the shares of common stock of G.T.E. for $20
a share, payment not to be made before August 23. On July 18 that
banking syndicate passed on that block of stock at $25 a share to a
second group of which Pynchon & Co. were the managers. Then
Pynchon & Co., through its market operator, Ingold, started the
public distribution of the stock, until by September 18, 2 months
later, it reached a market quotation of $65 a share. Now what was
the process, so far as you can tell this committee, by which that stock
reached that high quotation ?

Mr. DODGE. Public demand.
Mr. PECORA. Public demand. Between July 18 and September

18 had any information been given to the public by the promoters,
organizers, or bankers that informed the public of such a change in
the business of the corporation as justified an increase in the value
of its stock from $20 a share on July 9 to $65 a share on Septem-
ber 18?

Mr. DODGE. AS I remember those times, Mr. Pecora, the public was
not interested in information. All they wanted was profits. They
were buying stocks.

Mr. PECORA. They were buying stocks without regard to intrinsic
value ?

Mr. DODGE. Hoping they would go up.
Mr. PECORA. They were buying stocks without regard to intrinsic

value ?
Mr. DODGE. I do not think they knew.
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Mr. PECORA. YOU do not think they knew anything about them
in those hectic days, do you?

Mr. DODGE. I don't think so.
Mr. PECORA. What was this syndicate headed by Pynchon & Co.

doing in the market at that time with this stock?
Mr. DODGE. Selling stock, I presume.
Mr. PECORA. They had a pool account, didn't they?
Mr. DODGE. A trading account?
Mr. PECORA. Yes. Well, you call it a trading account; I will call

it a pool.
Mr. DODGE. They had a trading account in the September 3

syndicate.
Mr. PECORA. And that syndicate bought and sold at the same time,

did it not?
Mr. DODGE. I presume so. I don't know, sir. I had no interest

in it.
Mr. PECORA. Weren't you keeping in touch with the situation and

with the activities of Pynchon & Co. in the stock of this company?
Mr. DODGE. After September 3?
Mr. PECORA. Yes.
Mr. DODGE. NO, sir.
Mr. PECORA. When was application made by General Theatres

Equipment to list its shares on the New York Stock Exchange?
Mr. DODGE (after consulting an associate). In January or Feb-

ruary of 1930, I am informed.
Mr. PECORA. Had not application been made before then but action

thereon delayed by the stock listing committee of the New York
Stock Exchange?

Mr. DODGE. There was a preliminary application.
Mr. PECORA. And what happened to that preliminary application?
Mr. DODGE. I t was delayed.
Mr. PECORA. For a long time, wasn't it; several months?
Mr. DODGE. For some time.
Mr. PECORA. During the period of that delay did you write a letter

to Mr. Harley Clarke, of which the document that I now show you
is a photostatic copy?

Mr. DODGE (after examining document). Yes, sir.
Mr. PECORA. I offer that in evidence.
The CHAIRMAN. Let it be admitted and entered in the record.
(Letter dated Oct. 14, 1929, to Harley L. Clarke from Murray W.

Dodge was thereupon designated " Committee Exhibit No. 150,
Nov. 21, 1933.")

Mr. DODGE. Mr. Pecora, pardon me; we have no record as to why
that was delayed.

Mr. PECORA. The letter just offered in evidence, marked " Com-
mittee's Exhibit 150 ", reads as f ollows [reading] :

OCTOBER 14, 1929.
Mr. HARLEY L. CLARKE,

President, Utilities Power & Light Corporation,
Chicago, III.

DEAR HARLEY: Enclosed is the latest list of members of the stock exchange
committee on stock listing. Of course, I could be of assistance to you if
Charlie Sargent were here. He is on the board of directors of Chase Securi-
ties Corporation, and has been very helpful to us in the past. Unfortunately,
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however, he is abroad. He sails the end of this week and will not be back until
the end of next week. We may be able to do something with Ruxton of
Spencer Trask & Co., but I do not like to ask favors of them until we get
into a tough position. Frank Altschul of Lazard Freres is the one I called
up this morning. He will probably be back for next week's meeting, and I
think will be friendly and helpful. Gibson, the chairman, is the most important
one, but we do not know him very well. He is a hard nut to crack. I am
always fearful in cases like this that we would do more harm than good
pressing the matter too hard. I do feel that when the right time comes,
whether it is a week from today, or 2 weeks from today, after Charlie Sar-
gent is back, that if you appear before them and I go with you we may be able
to push the matter over.

Enclosed find also memorandum given me by Tira Edwards. I think this is
the one you are working on. If so, do you want me to call Mahoney off, or can
we make use of him in some way? This conversation took place while I was
out West.

Sincerely yours,
M. W. D.

Now,Mr. Dodge
Mr. DODGE (interposing). May I say, Mr. Pecora, to interrupt a

minute, the last paragraph has nothing to do with the former.
Mr. PECORA. That is quite apparent. The last paragraph relates

to something in no way connected with the first paragraph.
Mr. DODGE. Yes.
Mr. PECORA. NOW, Mr. Dodge, apparently from this letter the

application which had been made to the New York Stock Exchange
for listing stock of the General Theatres Equipment Corporation was
having pretty rough sailing at the time; is that correct ?

Mr. DODGE. I do not know whether there was any objection to it
specifically. I cannot remember that. Everybody was trying to list
iheir stocks on the New York Stock Exchange at that time.

Mr. PECORA. NOW, Mr. Dodge, from the reading of your memo-
randum to Mr. Clarke, is not your recollection refreshed that at that
time this application to list the stock was meeting with some opposi-
tion at the hands of the listing committee of the New York Stock
^Exchange?

Mr. DODGE. I t certainly was not proceeding rapidly.
Mr. PECORA. And it was not proceeding verj^ smoothly, was it?
Mr. DODGE. Evidently not.
Mr. PECORA. DO you recall what the objections were?
Mr. DODGE. NO, sir; I do not.
Mr. PECORA. Haven't you any recollection?
Mr. DODGE. NO, sir; I do not. I have been trying to refresh my

recollection, I have nothing to show it here at all.
Mr. PECORA. Well, now, let me see if I can refresh your recollec-

tion a little bit. We have seen that this stock which was sold to the
insiders at $20 a share—and you. don't object to that term "in-
siders ", do you, when I refer to the banking group?

Mr. DODGE. I have had some very unfortunate experiences in being
an insider, I do not object to, it.

Mr. PECORA. YOU do not object to my using that term in the
present instance, do you?

Mr. DODGE. NO.
Mr. PECORA. Then this stock which had been sold in July to the

insiders at $20 a share and which was being handled in the public
market by Pynchon & Co. so that by September 18 it reache 1 H
quotation of $65 a share on the New York Curb, had attracted the
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attention of the members of the listing committee of the New York
Stock Exchange, and because of those sudden rises did not they offer
objections to accepting this stock for listing?

Mr. DODGE. I do not know that that is true, any more than it would
be of any other stock, Radio Corporation, or any other listed stock
which had gone up—General Electric, United States Steel, anything
else, any other stocks that had gone up.

Mr. PECORA. NOW, let me say, possibly to refresh your memory
about that, that officials of the New York Stock Exchange informed
us yesterday in substance that the listing committee members had
objected because of the disparity of price between the market and
the original issuing prices.

Mr. DODGE. Well, if they gave you that information it is
undoubtedly true.

Mr. PECORA. Don't you recall it?
Mr. DODGE. NO, sir.
Mr. PECORA. AS a matter of your own recollection ?
Mr. DODGE. NO, sir.
Mr. PECORA. What do you recall was the objection that was being

met with?
Mr. DODGE. I just cannot recall it. I have been trying to find out

for the last week or two.
Mr. PECORA. Who is Charlie Sargent, whom you mentioned in this

letter to Mr. Clarke?
Mr. DODGE. Mr. Sargent at that time was a member of the stock

exchange.
Mr. PECORA. Was he on the listing committee?
Mr. DODGE. He was on the listing committee; yes, sir. I think

he was a member of the firm of Kidder, Peabody & Co.
Mr. PECORA. A personal friend of yours ?
Mr. DODGE. Yes, sir.
Mr. PECORA. And you had found his presence on that committee

helpful in the past, had you ?
Mr. DODGE. Helpful in getting action if there was any delay.
Mr. PECORA. Getting the kind of action you wanted ?
Mr. DODGE. Not necessarily. I don't think we had any influence

with the members of the listing committee. I never found it was
possible to do so.

Senator COUZENS. YOU must have tried it, then?
Mr. DODGE. Yes, sir. No, we tried to get action. If we asked for

application to list and a syndicate was being formed, Senator, to
issue a stock and the company wanted to sell it and it was necessary
to get it listed within a week or ten days, or something of that kind.

Senator COTTZENS. In the course of those efforts, is it possible—I
am just asking for information—to change the form of application?

Mr. DODGE. Never, sir.
Senator COTJZENS. Never changed after the original filing?
Mr. DODGE. NO, sir; not that I know of. The secretary of the

committee might have asked for further explanations or further
data in connection with it.

Mr. PECORA. NOW let's see if I cannot refresh your recollection.
You say in this letter to Clarke:
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Of course, I could be of assistance to you if Charlie Sargent were here. He
is on the board of directors of Chase Securities Corporation and has been very
helpful to us in the past.

Now, that meant that he was helpful on similar matters ?
Mr. DODGE. I could not influence Mr. Sargent.
Mr. PECORA. HOW?
Mr. DODGE. I could not influence Mr. Sargent.
Mr. PECORA. Mr. Sargent was one of the board of directors of

the Chase Securities Corporation?
Mr. DODGE. I could ask Mr. Sargent in a case like that if he could

find out why the application for listing was not being put through
and if it could not be expedited. As a friend he probably would
take an interest and see that it was expedited if he felt it was proper
to do so.

Mr. PECORA. YOU say " he has been very helpful to us in the past."
In what way?

Mr. DODGE. Exactly that way, in helping to expedite it.
Mr. PECORA. NOW you said:
We may be able to do something with Ruxton of Spencer, Trask & Co., but

I do not like to ask favors of them until we get into a tough position

Meaning what?
Mr. DODGE. I understand the " tough position " to mean delay.
Mr. PECORA. " Tough position " means delay ?
Mr. PECORA (reading) :
Mr. DODGE. Yes, sir.

Frank Altschul of Lazard Freres is the one I called up this morning. He
will probably be back for next week's meeting, and I think will be frieudly
and helpful.

Now that is another statement you made in this letter to Clarke.
Can you elaborate on that ?

Mr. DODGE. The same way; "Altschul will be helpful" meant to
expedite.

Mr. PECORA (reading):
Gibson, the chairman, is the most important one, but we do not know him

very well. He is a hard nut to crack.

Can you elaborate on that statement in this letter?
Mr. DODGE. NO, sir.
Mr. PECORA. HOW?
Mr. DODGE. NO, sir; I.could not elaborate on that.
Mr. PECORA. Why did you say that Gibson was a "hard nut to

crack " then? Had you found him so in the past?
Mr. DODGE. That is what I understood. I did not know Mr,

Gibson. I understood that when Mr. Gibson wanted things to hap-
pen in their chronological order it was very difficult to get him to
expedite anything at all.

Mr. PECORA. Did you also understand that Mr. Gibson was rather
meticulous in acting on listing applications ?

Mr. DODGE. All members. I understand, were meticulous.
Mr. PECORA. Including Charlie Sargent?
Mr. DODGE. All of them, always.
Mr. PECORA. Did you think Charlie Sargent was a " hard nut to

crack " about those things, as Gibson was ?
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Mr. DODGE. I do not think he had the same responsibility as Mr.
Gibson.

Mr. PECORA. AS a member of the committee he had the same re-
sponsibility, didn't he?

Mr. DODGE. Yes. The information was passed on to him. I
think Mr. Gibson, as I remember it, was one of the ones who col-
lected the data.

Mr. PECORA. NOW you make this statement in the letter:
I do feel that when the right time comes, whether it is a week from today

or two weeks from today, after Charlie Sargent is back, that if you appear
before them and I go with you we may be able to push the matter over.

Now what did you mean by that?
Mr. DODGE. The matter of listing was entirely between the com-

pany and the listing committee. The data was obtained by the
listing committee. Mr. Clarke as president of the company was the
proper one to appear before the listing committee. Now if I went
with him, they would ask me questions as one of the bankers of the
company.

Mr. PECORA. Yes.
Mr. DODGE. And if I could be of any assistance to them I would

naturally be very glad to do so.
Mr. PECORA. But did you feel you could be of assistance to them?

In fact, you felt you would be able to " push the matter over" if
Charlie Sargent were present, did you not?

Mr. DODGE. " Pushing the matter over "—I am afraid that memo-
randum is

Mr. PECORA (interposing). Is a bit frank? [Laughter.]
Mr. DODGE. IS a bit frank; yes. When you are working to accom-

plish something " pushing the matter over " means bringing it to a
conclusion.

Mr. PECORA. YOU were writing this memorandum to the man that
you knew was one of the promoters of the company of which the
Chase Securities Corporation was one of the bankers ?

Mr. DODGE. He was the president of the company.
Mr. PECORA. And you felt that you could talk very, very plainly,

and in fact confidentially, to him, did you not?
Mr. DODGE. I always did.
Mr. PECORA. And weren't you candidly stating the facts when you

wrote this letter to Clarke ?
Mr. DODGE. I think it is a very candid letter.

{ Mr. PECORA. And all of the implications that I have suggested as
flowing from it are pretty soiund implications, are they not?

Mr. DODGE. Except that if you imply that we could influence the
Listing Committee, or I could in any way, that would not be a sound
conclusion, because I have never found it possible to do that.

Mr. PECORA. Not even with Charlie Sargent around?
Mr. DODGE. NO, sir.
Senator GORE. Mr. Dodge, there is a sentence in this letter about

whether the thing should come to a climax a week from now or a
month from now would be all right if Sargent was there. That does
not seem to relate so much to expedition as it does to the character
of the final action taken. Don't you think so ? That does not seem
to involve expedition. The turning point was whether Sargent was
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there or not, whatever the time was, whether it was immediate or
remote in the future.

Mr. DODGE. I think I would answer that question as I have before,
that if you have people who are friendly to you or

Senator GORE (interposing). I t is better than to have those that
are unfriendly; that is obvious.

Mr. DODGE. Sometimes you can do better than if they are un-
friendly; yes, sir.

Senator GORE. Yes, sir.
The CHAIRMAN. I think we have spent enough time on that letter.

The committee can draw its own conclusions from it, and we have
had enough explanations. Let us go on with something else.

Mr. PECORA. NOW, Mr. Dodge, it has already been developed in the
course of your testimony this morning that the original terms pur-
chase group on the acquisition at $20 a share of its 350,000 shares
of the common stock of GTE made a profit of $1,750,000 within 9
days' time ?

Mr. DODGE. If they had taken it.
Mr. PECORA. Well, they took it?
Mr. DODGE. NO, sir.
Mr. PECORA. Didn't the second syndicate on July 18 take over

those 350,000 shares at $25?
Mr. DODGE. Yes, sir; but eventually that profit was taken in stock,

not in cash.
Mr. PECORA. But at that time that profit accrued, did it not ?
Mr. DODGE. If we demanded it; yes. But we went into the sec-

ond syndicate, you know, also. We had a liability on that.
Mr. PECORA. I am coming to that second syndicate. What par-

ticipation did the five original bankers have in the second syndicate ?
Mr. DODGE. I can give it to you in shares. We can work it out.
Mr. PECORA. Well, give it to us in shares.
Mr. DODGE. West & Co. had 65,677 shares out of 500,000 shares.

That would be 13 percent, would it not ?
Mr. PECORA. Well, go ahead.
Mr. DODGE. Pynchon & Co., 132,798 shares out of 500,000 shares.
W. S. Hammons & Co. 63,000 shares.
Halsey, Stuart & Co. 28,548 shares.
The Shermar Corporation 64,233 shares.
Mr. PECORA. That second syndicate was organized to trade in

500,000 shares, wasn't it?
Mr. DODGE. NO, sir; to purchase 500,000 shares.
Mr. PECORA. Well, to purchase 500,000 shares. Whom were they

to purchase 500,000 shares from?
Mr. DODGE. They purchased 350,000 shares from the July 9

syndicate.
Mr. PECORA. From the original syndicate ?
Mr. DODGE. They purchased [conferring with associate].
The CHAIRMAN. One hundred and fifty thousand from Clarke, was

it not?
Mr. DODGE. I beg vour pardon, sir?
The CHAIRMAN. One hundred and fifty thousand from Clarke;

100,000 and 50,000 came from Clarke?
Mr. DODGE. NO; 50,000 came from Clarke. Three hundred thou-

sand from the company and 50,000 shares from Clarke.
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Mr. PECORA. Where Avere the other 150,000 shares purchased?
Mr. DODGE. J. E. Higgins, 142,906% shares.
Senator TOWNSEND. That does not make up the 500,000, quite.
Mr. DODGE. Four hundred and ninety two thousand five hundred

and six shares.
Mr. PECORA. The Higgins group was associated with the Pynchon

& Co., second syndicate; isn't that right?
Mr. DODGE. NO, sir.
Mr. PECORA. Well, which one ?
Mr. DODGE. I think that Higgins had been associated with

Pynchon in International Projector Corporation stock, which it ex-
changed for General Theaters stock.

Mr. PECORA. HOW long did that second purchase syndicate last—
I mean its account ?

Mr. DODGE. TO September 3.
Mr. PECORA. And what was the profit that it made in the course

of its operations between July 18 and September 3 ?
Mr. DODGE. DO you want the aggregate of the syndicate?
Mr. PECORA. Yes; cash and stock both.
Mr. DODGE. Cash, $231,742.53; stock, 55,920 shares.
Mr. PECORA. Which at that time had a market value of how much ?
Mr. DODGE. Around $35 a share.
Mr. PECORA. What would that make in dollars and cents in valua-

tion?
Mr. DODGE. YOU realize, Mr. Pecora, that was not a realized profit.
Mr. PECORA. I t was a potential profit at that time, according to

market values which you have been attempting to justify through-
out your testimony this morning?

Mr. DODGE. Potential profit, but not a realized profit.
Mr. PECORA. Simply because those who received that stock by way

of distribution of profits did not sell at that time ?
Mr. DODGE. That is correct.
Mr. PECORA. They held it for a further rise, I presume?
Mr. DODGE. NO ; 1 think they were in a position where they could

not sell that stock. I think they had agreed not to sell.
Mr. PECORA. Oh. Well, what was the market value of the stock

at the time it was distributed to them as profits ?
Mr. DODGE. I want to answer that question. I will give it to you.

$35 a share, I think; aproximately $35 a share. [After calculating.]
That would be approximately $1,925,000.

Mr. PECORA. Where do you get your $35 market valuation from?
Was that the market value at that time ? Bear in mind, Mr. Dodge,
that according to a memorandum that you sent to Mr. Wiggin
around September 18 the stock was then selling at $65 a share.

Mr. DODGE. September what?
Mr. PECORA. Around September 18. That was the date of your

memorandum.
Mr. DODGE. The only record I have here, Mr. Pecora, is of Sep-

tember 1, $35.25. I have a record of September 15, 46%, and Sep-
tember 23 I believe it sold for 66%.

Mr. PECORA. Yes.
Mr. DODGE. But on September 1—now what it was selling at on

September 3 I haven't a record of, but I will be glad to try and get
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Senator GORE. What is it worth now ?
Mr. PECORA. I t is in receivership. I t has practically no value.

The witness has already testified to that.
Now let me see if this reckoning or calculation that we have made

is correct according to your recollection:
The original group received a profit of $5 a share on 350,000 shares

on July 18, 1929.
Mr. DODGE. They did not receive it on that date, sir.
Mr. PECORA. Well, from the transaction ?
Mr. DODGE. They passed it on.
Mr. PECORA. They passed it on—they passed on the 350,000 shares

which they were obligated to buy at $20 a share to the second group—
second purchasing group—at $25 a share ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Eesulting in a profit to them of $1,750,000?
Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, the profit did not accrue to them in cash but in

the distribution of stock, didn't it?
Mr. DODGE. That is true; yes, sir.
Mr. PECORA. That required a distribution of stock by way of

profits to this original group amounting to 58,333 shares ?
Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, didn't the original purchase group also receive

25,000 of the 40,000 shares given by Harley L. Clarke in order for
him to be released from his option agreements ?

Mr. DODGE. What Mr. Clarke did not want was the option exer-
cised on his 200,000 shares of stock at $20 a share. After negotia-
tion he paid 40,000 shares of stock in order to be released from that
option, and

Mr. PECORA (interposing). He gave that to the syndicate as a con-
sideration for being released from his option agreement?

Mr. DODGE. That is correct.
Mr. PECORA. And 25,000 of those 40,000 shares were distributed to

the five members of the original group?
Mr. DODGE. That is right.
Mr. PECORA. NOW, that made a total of 83,333 shares which the

five members of the original purchasing group received by way of
profits?

Mr. DODGE. Right.
Mr. PECORA. IS that right?
Mr. DODGE. Yes, sir; that is right.
Mr. PECORA. NOW, giving a valuation of $30 a share to those

eighty-three thousand and odd shares, which is what the grcup did
receive from the selling group which was organized to sell to the
public at $32 a share and took $2 selling commission to themselves^
you will remember—gives a valuation of 2y2 million dollars to those
eighty-three thousand and odd shares.

Mr. DODGE. We were not giving that valuation.
Mr. PECORA. The syndicate got that?
Mr. DODGE. Yes. But you say giving a valuation. We were not

given that valuation, because we held the stock and eventually sold
it for very much less.
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Mr. PECORA. The distributing group took over the shares at $30 a
share to sell to the public at $32 a share, didn't it?

Mr. DODGE. The distributing group?
Mr. PECORA. Yes.
Mr. DODGE. NO ; they sold at $32 a share less a 2 percent commis-

sion.
Senator COUZENS. YOU did not mean 2 percent but $2 a share

commission, didn't you?
Mr. DODGE. Yes.
Mr. PECORA. Well, now, the first group got those eighty-three

thousand-odd shares as a profit?
Mr. DODGE. That is right.
Mr. PECORA. Pynchon & Co., as managers of that group by agree-

ment among the members of the group, received 25 percent of the
profits for managing the operation ?

Mr. DODGE. That is correct.
Mr. PECORA. That made 20,833 shares which went to Pynchon &

Co. for their management, commission, and fees ?
Mr. DODGE. That is right.
Mr. PECORA. That left to be distributed to all the members of the

group 62,500 shares?
Mr. DODGE. That is right.
Mr. PECORA. And those shares were distributed to the members

of the original group in the following proportions were they not:
Shermar Corporation, 22% percent or 14,063 shares; Halsey, Stuart
& Co., 10 percent or 6,250 shares; West & Co., 18 percent, or 11,250
shares; Hammons & Co., 18 percent, or 11,250 shares; Pynchon &
Co., 31% percent or 19,687 shares.

That is right, isn't it?
Mr. DODGE. I do not have the breakdown, but I presume it is, if

those are the figures. I only have the Shermar Corporation, but I
think that is correct.

Mr. PECORA. YOU may if you wish go over these figures and correct
them if you see fit, but I think you will find them correct.

Mr. DODGE. If there was a correct accounting made it would be on
the percentages that each member of the group had made a commit-
ment.

Mr. PECORA. Yes. This second syndicate was formed July 18, and
included in the larger membership the five members of the original
purchase group, did it not?

Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, do you know the profits that the second syndi-

cate made?
Mr. DODGE. A cash profit of $231,742.53.
Mr. PECORA. And how much of a stock profit?
Mr. DODGE. It was 40,920 shares of unsold stock and 15,000 shares

out of the 40,000 shares which Mr. Clarke had paid to be released
from his option agreement.

Mr. PECORA. That made a total of 55,920 shares ?
Mr. DODGE. That is correct.
Mr. PECORA. And at $30 a share that would represent a profit in

addition to the $231,742.53 cash profit of $1,667,600, or a total in cash
and stock, valuing the stock at $30 a share, of $1,909,342.53. Hav<;
you got that calculation there ?
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Mr. DODGE. Your mathematics are correct.
Mr. PECORA. And when was that second syndicate terminated, on

September 3 ?
Mr. DODGE. Yes, sir. Well, Mr. Pecora, did you make me say then

whether it was terminated at that time or distributed ?
Mr. PECORA. Distributed.
Mr. DODGE. NO ; not distributed on September 3.
Mr. PECORA. When did the distribution take place ?
Mr. DODGE. I t was terminated, but I think that was later.
Mr. PECORA. Around September 18, wasn't it?
Mr. DODGE. In October, probably.
Mr. PECORA. That makes a total of stock profits, with the stock

valued at $30 a share, of $4,409,342, according to my calculation,
which went to the members of the original bankers group and the
purchase syndicate.

Mr. DODGE. If you put a valuation of $30 a share on it that would
be correct. I t would work out that way.

Mr. PECORA. Isn't that the valuation that the syndicate itself placed
on the stock ?

Mr. DODGE. That the syndicate put on it ?
Mr. PECORA. Yes.
Mr. DODGE. That was the price at which the 180,000 shares were

sold to the new syndicate; yes.
Mr. PECORA. By the syndicate itself ?
Mr. DODGE. But the stock which was distributed to the members of

the syndicate was profit, and was ultimately realized on at a very
much smaller sum. I mean by that if you wish to put a valuation of
$30 a share on it, those are the figures. But. as a matter of fact

Mr. PECORA (interposing). Didn't the syndicate itself put a valua-
tion of $30 a share on that profit stock in order to determine what
proportion of the profits were to be paid in cash ?

Mr. DODGE. The syndicate managers did; yes.
Mr. PECORA. All right.
Mr. DODGE. But I might add that the Chase Securities Corpora-

tion
The CHAIRMAN (interposing). You say that this stock was subse-

quently sold at a lower figure. What was that figure, do you know ?
Mr. DODGE. I think all this stock was sold eventually by the Chase

Securities Corporation based on the present market prices, of some-
thing like $40,000, or it was $42,000.

The CHAIRMAN. That was how much per share?
Mr. DODGE. I think that was figured at $4 a share.
Mr. PECORA. Mr. Dodge, I show you now what purports to be a

photostatic reproduction of a letter addressed to Mr. Clarke under
date of September 10,1929, signed by the five members of the original
purchasing group, namely, the Shermar Corporation, Pynchon &
Co., West & Co., Hammons & Co., and Halsey Stuart & Co. Will
you please look at it and tell us if you recognize it to be a true
and correct copy of such letter ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Mr. Chairman, I offer it in evidence and ask that it

may be spread on our proceedings.
The CHAIRMAN. Let it be admitted, and the committee reporter

will make it a part of the record.
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(The letter, dated Sept. 10, 1929, from the members of the syndi-
cate to H. L. Clarke was marked " Committee Exhibit No. 151, Nov.
521, 1933 ", and will be found immediately below where read by Mr.
Pecora.)

Mr. PECORA. The letter reads as follows:
SEPTEMBER 10, 1929.

JVIr. H. L. CLARKE,
New York City.

DEAR MR. CLARKE: This will confiim the arrangement between you and the
undersigned, as follows:

By agreement between you and the undersigned, dated July 9, 1929, there
was granted by you to the undersigned options to purchase voting trust cer-
tificates representing 200,000 shares of common stock, without par value, of
General Theatres Equipment, Inc., at the times and on the conditions therein
stated. We hereby relinquish all our right and interest in and to said options
In consideration of the delivery by you to us or our nominees of voting trust
certificates representing 40,000 shares of common stock of General Theatres
Equipment, Inc.

The undersigned now owns or will presently acquire in the aggregate ap-
proximately 322,953 shares of said common stock voting trust certificates. The
undersigned agree that they shall not sell, or otherwise dispose of, all or any
part of said voting trust certificates at any time within 3 months from the
ilate hereof, it being the understanding between us that it is undesirable to
place such voting trust certificates on the market during said period. It is
further agreed that the undersigned shall not sell, or otherwise dispose of,
all or any part of said voting trust certificates within 9 months from the ex-
piration of said 3-month period first hereinabove mentioned, except on the
following terms and conditions, viz:

In case any of us shall desire to dispose of all or any part of our respective
holdings in said voting trust certificates, notice of such desire shall be given
in writing to you, which notice shall state the amount of money, or the value
In money, of the consideration for which it is proposed to dispose of same,
pursuant to a bona fide offer received by any of us. At any time within 15
clays after the receipt of such notice you shall have the right to acquire the
holdings of any of us desiring to sell our holdings of said voting trust cer-
tificates upon the payment of the amount of money, or the value in money, of
the consideration set forth in such notice. If at the expiration of said 15 days,
you shall not exercise the aforesaid right, we, or any of us, shall be entitled
to dispose of our holdings of said voting trust certificates for the amount of
money or for the consideration set forth in such notice.

It is further agreed that in the event you shall dispose of your holdings, or
any corporation of which you are in control shall dispose of its holdings of
said voting trust certificates, you shall make, or cause to be made, provision
for the purchase from each of us of our respective holdings of such voting
trust certificates, upon the same terms and conditions as you, or any corpora-
tion of which you are in control, shall receive, or is entitled to receive, for
yourself or itself, for said voting trust certificates, should we, or any of us
desire to avail ourselves of such provision.

If the foregoing is acceptable to you, please indicate your acceptance in the
space below, which will constitute your acceptance.

Yours very truly,
The Shermar Corporation, by J. F. Wernersbach, treasurer, 21.246

shares; Pynchon & Co., by W. F. Ingold, a partner, 55,373 shares;
West & Co., by W. W. Watson, Jr., a partner, 18,595 shares;
W. F. Hammons & Co., by W. F. Hammons, president, 18,296
shares; Halsey, Stuart & Co., Inc., by B. W. Niver, vice presi-
dent, 9,443 shares; total, 122,953 shares. Accepted, H. L. Clarke.

Now, Mr. Dodge, what did you mean by the statement in this
letter, or what was meant by the statement in this letter, reading
as follows:

The undersigned agree that they shall not sell, or otherwise dispose of, all or
any part of said voting trust certificates at any time within 3 months from
the date hereof, it being the understanding between us that it is undesirable
to place such voting trust certificates on the market during said period?

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



STOCK EXCHANGE PRACTICES 3 5 3 9

Mr. DODGE. I can only speak for the interests of the Shermar
Corporation and the Chase Securities Corporation, the Chase Se-
curities Corporation having their participation through the Shermar
Corporation, that an offer was made on September 3 by Pynchon
& Co. to take over from the July; 18 syndicate the 180,000 shares of
stock. Neither the Chase Securities Corporation nor the Shermar
Corporation was a distributor of common shares, and therefore if
Pynchon & Co. could get others to take the place of the Shermar
Corporation or the Chase Securities Corporation, or both, and close
the liability on both the July 9 and the July 18 syndicates, which
were formed at that time to purchase from the company certain
shares of stock and assist in the organization of the company, it was
satisfactory as far as the Chase Securities Corporation was con-
cerned. The stock which they had received represented the profits
that

Mr. PECORA (interposing). That is. the one hundred and twenty-
two thousand and odd shares ?

Mr. DODGE. Our proportion of the one hundred and twenty-two
thousand and odd shares. And it seemed eminently reasonable to
us that if any new group was to buy 180,000 shares of stock that
they would want to know that this stock, which had been received
at a profit in the former syndicates, would not come on the market.

Mr. PECORA. Why?
Mr. DODGE. During their disposition of same.
Mr. PECORA. Why?
Mr. DODGE. Because it would have certainly made it more difficult

for the group, to have bought the 180,000 shares, to dispose of their
holdings. I understand that they did not buy as an investment but
to resell.

Mr. PECORA. TO resell at a quick profit ?
Mr. DODGE. If possible.
Mr. PECORA. And in order to enable them to do it in the market it

was desirable to keep other shares off the market?
Mr. DODGE. This particular block that had been obtained.
Mr. PECORA. DO you think that makes for a free and open market,

where the public makes prices on a fair basis or in obedience to the
law of supply and demand?

Mr. DODGE. I am very much confused on that subject of supply
and demand. I really do not know. I should say that my answer
to the thing is the only correct one; that there was a large amount
of shares on the market at the time and free to be sold. This par-
ticular block of stock was kept off the market because these people
were buying 180,000 shares of stock, which made it possible to close
those syndicates, and therefore relieve others who did not go along
in the next syndicate, from their liability.

Mr. PECORA. YOU say the people who were buying the 180,000
shares were buying it not for a long-term investment but for the
purpose of reselling in the market at a quick profit ?

Mr. DODGE. Unquestionably.
Mr. PECORA. In order that their market operations might not be

unduly interfered with, it was considered desirable to agree that
•certain large blocks of that same stock should be kept off the market
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during the time that that syndicate was attempting to dispose of its
shares at a quick profit.

Mr. DODGE. Not only desirable, but I understood at the time it
was one of the conditions.

Mr. PECORA. Does that make for a free and open public market,
Mr. Dodge, in your opinion ?

Mr. DODGE. If this was all the stock that there was in the market
it would not, but there was a large amount of stock that was in the
hands of the public.

Mr. PECORA. Doesn't the tying up of any large block of stock
interfere with the law of supply and demand in a free and open
market ?

Mr. DODGE. Well, as to that
Senator GORE (interposing). What was the total amount out-

standing, Mr. Pecora ?
Mr. PECORA. About 2,000,000 shares, but over 1,000,000 shares were

owned by Harley L. Clarke himself, who was the promoter of this
company.

Mr. DODGE. We are getting unduly into the realm of economics
there, Mr. Pecora, and I do not know how to answer your question.

Mr. PECORA. Well, many bankers have discussed the law o»f eco-
nomics from that witness stand, and they sought to justify stock-
market quotations because, as they claimed, they represent the price
the public was willing to pay. And you yourself have so recognized
market quotations as being the price the public was willing to pay.
Now, what I am trying to find out from you is, whether an agree- -
ment of that kind, as mentioned in this letter of September 10, 1929,
is not of a character which places the public at a decided disad-
vantage.

Mr. DODGE. YOU must not forget that the public had purchased a
large amount of the shares from the syndicate of July 18, in which
the Chase Securities Corporation had an interest. I t did no distrib-
uting but had a responsibility for those shares. Now, if the public
had purchased this stock at $32 a share, and the Chase Securities
Corporation had been free to sell their stock on the market, and it
had gone down by reason thereof, it would not have been, in my
judgment, a sporting proposition; I will put it that way.

Mr. PECORA. Well, that is a concession. Mr. Dodge, I show you
what purports to be a photostatic copy of a record furnished to us
by the Chase Corporation, and it contains at the end thereof a
stamped endorsement or memorandum reading "File M. W. D."
Look at it and tell us if you recognize it as a true and correct copy
of a memorandum in the files of the Chase Corporation relating to
General Theatres Equipment stock.

Mr. DODGE. Yes.
Mr. PECORA. What was that?
Mr. DODGE. I t has come from the files of the Chase Corporation?
Mr. PECORA. Yes.
Mr. DODGE. I imagine it is.
Mr. PECORA. DO you recognize it? What does the stamp "File

M. W. D." refer to?
Mr. DODGE. This is a quotation of the stock of the General Thea-

tres Equipment Corporation.
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Mr. PECORA. The public quotations at various dates as indicated
on the statement?

Mr. DODGE. That is right. And it was probably handed to me
by somebody and put into my files. It went into the files of the
Chase Securities Corporation.

Mr. PECORA. Mr. Chairman, I offer it in evidence and ask that it
may be spread on the record of the subcommittee's proceedings.

The CHAIRMAN. Let it be received, and the committee reporter
will make it a part of the record.

(A paper headed " General Theatres Equipment" was received
in evidence and marked " Committee Exhibit No. 152, Nov. 21,
1933 ", and will be found on page 3575.)

Mr. PECORA. This is entitled " General Theatres Equipment".
and purports to give dates and market quotations on the common
stock, as well as of the preferred stock, of that company, with dates
beginning July 15, 1929, and terminating on July 9, 1931.

The CHAIRMAN. Does it refer to the debentures?
Mr. PECORA. NO, sir; just to the stock. I t shows the quotation on

July 15, 1929, of 32 for the General Theatres Equipment common
stock; of 34 on August 15, of 35% on September 1, of 46% on Sep-
tember 15, of 61 on October 1, of 58% on October 15, and then on
November 1 it dropped to 32%. It shows other quotations on other
dates as I have indicated, but I wanted merely to call that range of
quotations to the subcommittee's attention at this time.

Mr. DODGE. The panic intervened.
Mr. PECORA. Yes; we know that between October 15 and November

1 something happened.
Mr. DODGE. It certainly did.
Mr. PECORA. NOW, Mr. Chairman, I think it is about time for the

usual recess.
The CHAIRMAN. The subcommittee will now take a recess until

2 o'clock this afternoon.
(Thereupon, at 1 p.m., Tuesday, Nov. 21, 1933, the subcommittee

recessed until 2 p.m. the same day at the same place.)

AFTERNOON SESSION

(The subcommittee reconvened at the expiration of the recess at
2 p.m., Tuesday, Nov. 21, 1933.)

The CHAIRMAN. The committee will please come to order. Pro-
ceed, Mr. Pecora.

TESTIMONY OF MUEKAY W. DODGE—Resumed

Mr. PECORA. Mr. Dodge, I want to eliminate as many unnecessary
details as possible in your examination, so instead of going into de-
tails I will just refer to certain events and see if they accord with
Jour recollection. The Chase Bank made a loan of $1,250,000 on

uly 30, 1929, to Pynchon & Co. as managers of the syndicate, did
it not?

Mr. DODGE. Yes, sir.
Mr. PECORA. And then 2 days later, on August 1, 1929, it made a

further loan of $1,250,000 to Pynchon & Co. as syndicate managers.
Mr. DODGE. Yes, sir.
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Mr. PECORA. What was the purpose of those two loans ?
Mr. DODGE. Pynchon & Co. had taken up the stock, paid the com-

pany for the stock. That was on July what, Mr. Pecora?
Mr. PECORA. July 30 and August 1.
Mr. DODGE. Yes.
Senator COTJZENS. The agreement read this morning stated that

the first payment was August 23.
Mr. PECORA. On or before August 23. These two loans, aggre-

gating 2y2 million dollars, were made in order to enable the syndicate
to take up some of those 350,000 shares that the banking group, the
original group, had contracted to buy at $20 a share.

Mr. DODGE. Certain of the syndicate members
Mr. PECORA. What is that?
Mr. DODGE. The syndicate manager borrowed money for certain

of the syndicate managers. Others had the privilege of taking up
and carrying their own proportion.

Mr. PECORA. Then, on August 23, 1929, the Chase Bank made a
further loan of $4,000,000 to Pynchon & Co. as syndicate managers.
Do you recall that ?

Mr. DODGE. That is correct.
Mr. PECORA. What was the purpose of that loan ?
Mr. DODGE. The same.
Mr. PECORA. That did not relate to the same syndicate, did it?
Mr. DODGE. Yes, sir. That is the date of the clearance.
Mr. PECORA. The final clearance?
Mr. DODGE. Yes, sir.
Mr. PECORA. That was August 22 and 23 ?
Mr. DODGE. The 23d was the final date for payment.
Mr. PECORA. SO that the members of this purchasing group, the

original purchasing group, virtually were able io finance their
operations through loans made to the syndicate manager by the
Chase.

Mr. DODGE. The total amount of liability was $6,000,000; yes.
Mr. PECORA. And the total amount of loans made between July

30,1929, and August 23 was $6,500,000?
Mr. DODGE. These loans were made for the account of the July

18 syndicate, I think. That was 500,000 shares at 25. That would
be a total of six and a quarter million dollars.

Mr. PECORA. NOW, the loan of August 23, 1929, of $4,000,000, was
made to Pynchon & Co. as managers of the syndicate that was formed
on July 18, or the syndicate that was formed on September 3 ?

Mr. DODGE. July 18.
Mr. PECORA. And that was the syndicate that took over from the

original syndicate or group the shares at 25 ?
Mr. DODGE. Yes, sir.
Mr. PECORA. Was there a fourth syndicate formed on or about

September 20, 1929, with Pynchon & Co. as managers?
Mr. DODGE. There was a syndicate formed then.
Mr. PECORA. What was the object of that syndicate? Was it to

purchase 280,000 shares at $50 a share?
Mr. DODGE. I will have to refresh my memory on that a moment.

We were not directly interested in that [after conferring with as-
sociates]. Yes. That was a syndicate formed, 1 am informed, to
buy 210,000 shares of stock.
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Mr. PECORA. TWO hundred and ten thousand or two hundred and
eighty thousand?

Mr. DODGE. TWO hundred and ten thousand.
Mr. PECORA. At $50?
Mr. DODGE. At $50.
Mr. PECORA. Was that a trading syndicate ?
Mr. DODGE. Well, it was a syndicate which was formed to buy

210,000 shares. I am sorry not to oive you an immediate answer^
Mr. Pecora.

Mr. PECORA. That is all right.
Mr. DODGE. I do not know this of my own knowledge. The syndi-

cate on September 20 was formed for 210,000 shares. It had a large
number of participants who signed up for 280,000 shares, as you said.

Mr. PECORA. Yes.
Mr. DODGE. I presume that that 210,000-share syndicate must have

taken up, or it did take up, an additional 100,000 shares, or it was
formed to take up an additional 100,000 shares from the trading
account.

Mr. PECORA. Was there a loan made by the Chase Bank to Pyn-
chon & Co. in connection with this last syndicate?

Mr. DODGE. $5,000,000. That was referred to this morning.
Mr. PECORA. That is right.
Mr. DODGE. That paid off the $4,000,000 loan of the other syndicate.
Senator COUZENS. Who were the participants in the last syndi-

cate?
Mr. DODGE. That is, in the 280,000-share syndicate, Senator ?
Senator COUZENS. Yes.
Mr. DODGE. There is quite a long list of them here. Would you

like to read them, or shall I read them?
Mr. PECORA. There were about 47 firms in it, were there not ?
Senator COUZENS. I will just look at the list. [Mr. Dodge hands

papers to Senator Couzens.]
Mr. PECORA. In connection with this last syndicate, did you, under

date of January 6, 1931, address a memorandum to Mr. Wiggin, a
photostatic copy of which I now show you [handing paper to the
witness] ?

Mr. DODGE. January 6, 1931; yes, sir.
Mr. PECORA. I offer that in evidence.
The CHAIRMAN. Let it be admitted and entered in the record.
(The document referred to, memorandum, Jan. 6, 1931, Dodge to

Wiggin, was received in evidence, marked " Committee's Exhibit
No. 153, Nov. 21, 1933, and was subsequently read into the record by
Mr. Pecora.)

Mr. PECORA. The memorandum marked " Committee's Exhibit
153 " in evidence reads as follows [reading] :

COMMITTEE'S EXHIBIT NO. 153

MEMORANDUM, JANUAKY 0, 1931

Re: Pynchon & Co. General Theatres Equipment, Inc. Syndicate of Septem-
ber 30, 1929—280,000 shares.
To Mr. WIGGIN :

This syndicate I refused to go into and it was formed largely by Tucker,
Hunter Dulin, Goldman Sachs, and Pynchon & Co. The syndicate originally,
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at $50 a share, with a cost much higher than present. Of 47 participants,
26 are good.

This is an extremely complicated one owing to the relations of Tucker,
Hunter Dulin with the Goldman Sachs Trading Corporation, the American
National Corporation and the loan which this group obtained at the American
Trust Co., San Francisco, also a subsidiary. Mudge and his partner, Hagen.
have given a great deal of time to this, resulting in an offer being made by
Goldman Sachs Trading Corporation to clean the whole matter up as far as
their interest is concerned. I have followed the matter carefully with Mudge
and the plan to clean up this syndicate in the manner suggested. As the matter
is very complicated, I would be glad if you will give Mudge and myself a few
minutes today to explain the matter and the effect it will have on the bank's
loan to Pynchon & Co. and on the whole General Theatres situation. I per-
sonally believe this effect will be beneficial. Goldman Sachs are pressing for
an answer as we have held the matter over a week until your arrival.

(Signed) M. W. D.
Mr. PECORA. From the statement in this memorandum of yours,

stating " this syndicate I refused to go into ", it is quite apparent, is
it not, that the Chase Securities Corporation was invited to become
a participant?

Mr. DODGE. That was written 2 years afterwards.
Mr. PECORA. Yes, but I say it is quite apparent, from the language

you used in this memorandum to Mr. Wiggin, that at the time of the
iormation of that syndicate, in September 1929, the Chase Securities
Corporation was invited to become a participant.

Mr. DODGE. Yes, sir. This was my memory of it at the time.
Mr. PECORA. And you refused in behalf of the Chase Securities

Corporation to go into it?
Mr. DODGE. Yes.
Mr. PECORA. What was the basis for your refusal ?
Mr. DODGE. We had already, as explained this morning, withdrawn

from the syndicate—not withdrawn, but our liability had been
eliminated through the formation of the September 3 syndicate,
which was formed at $30 .a share. As I explained this morning, the
Chase Securities Corporation could be of no assistance in the dis-
tribution of common stock, and for that reason Pynchon & Co. and
the other syndicate members were seeking others to go into this
syndicate who could assist in the distribution of the common stock,
and from that time on—that is, September 3, and this syndicate—
we did not go in.

Mr. PECORA. Originally, when the Chase Securities Corporation
went into these syndicates, it did so with the view of assisting in the
distribution of the common stock that the syndicate purchased, did
it not?

Mr. DODGE. The first idea was that we were to go in and purchase
the stock from the company, in the formation of the new company,
and that would be part of the banker's business to do that. As soon
as that stock had been distributed, we felt that we had gone as far as
we could as bankers.

Mr. PECORA. Did not the Chase Bank, as a matter of fact, make a
loan to this syndicate—this syndicate of September 3, 1930 ?

Mr. DODGE. I understand The Chase National Bank made a certain
loan to them.

Mr. PECORA. A loan of $5,000,000, was it not?
Mr. DODGE. Yes.
Mr. PECORA. What security did it get for that loan ?
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Mr. DODGE. YOU were talking about the loan made to the syndi-
cate of September 20 ?

Mr. PECORA. September 20.
Mr. DODGE. That is right; September 20, sir.
Mr. PECORA. In this memorandum which is marked " Exhibit No.

153 " you refer to the syndicate as the syndicate of September 30,
1929.. That is an error, is it not? It should be September 20?

Mr. DODGE. That is an error. I t should be September 20.
Mr. PECORA. In connection with this syndicate of September 20 a

loan of $5,000,000 was made by the Chase Bank to Pynchon & Co.
as managers of the syndicate?

Mr. DODGE. Yes, sir.
Mr. PECORA. What security did the Chase Bank get for that loan?
Mr. DODGE. A hundred and twenty-five thousand shares of Gen-

eral Theatres voting trust certificates having a market value at the
time of seven and a half millions. Collateral was later increased
to 227,000 shares/ The loan was paid April 15, 1930. Of course
the syndicate agreements were also pledged; that is, the liabilities of
the syndicate members.

Mr. PECORA. What did you say was the date of the repayment
of that loan ?

Mr. DODGE. April 15,1930.
The CHAIRMAN. Was the interest on the loan 6 percent?
Mr. DODGE. Yes, sir; 6 percent; a demand loan.
Mr. PECORA. When this loan was paid on April 15, 1930, was it

paid out of the proceeds of another loan made by the Chase Bank?
Mr. DODGE. NO, sir.
Mr. PECORA. What was it paid out of ? Do you know ?
Mr. DODGE. Cash.
Senator COXJZENS. Did not Mr. Aldrich testify to the fact that

these loans had been charged off or wiped out?
Mr. PECORA. A number of them have been; yes, sir.
Senator COUZENS. I mean, the status o,f the loans in the Chase

National Bank at this time.
Mr. DODGE. I do not know that, Senator.
Mr. PECORA. NOW I show you what purports to be a photostatic

reproduction of a memorandum addressed by you to Mr. Wiggin
under date of April 16, 1930. Will you look at it and tell me if
you recognize it to be a true and correct copy of such a memorandum ?

Mr. DODGE. Yes, sir.
Mr. PECORA. I offer it in evidence.
The CHAIRMAN. Let it be admitted and entered on the record.
(The memorandum referred to, dated Apr. 16, 1930, from Mr.

Dodge to Mr. Wiggin, was received in evidence, marked " Commit-
tee Exhibit No. 154, Nov. 21, 1933.")

Mr. PECORA. The memorandum marked " Committee Exhibit No.
154" in evidence, dated April 16, 1930, to Mr. Wiggin, reads as
follows [reading]:

COMMITTEE EXHIBIT NO. 154

MEMORANDUM, APRIL 16, 1930

To Mr. WIGGIN : No; the General Theaters stock is not free. What happened
yas this: I was discussing with Bill Ingold the large amount of money that
vould have to be borrowed in the Fox Film transaction. In view of the fact
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that he told me that Pynchon & Co. were in very liquid condition, I suggested
to him that it might be a good time to clean up some of the loans secured by
slow-selling stuff, which have been running for a long time, and suggesting that
it would be good psychology for him to do it, as there might be considerable
borrowing to be done in connection with the Fox "A" stock and the new syndi-
cate on General Theatres common. He evidently thought this suggestion was
a constructive one, and much to Leon Johnston's surprise and pleasure, cleaned
up all his old loans, including the General Theatres. The new syndicate, which
we will be in for 350,000 shares of General Theatres stock, will have to operate
before our stock is free, especially in view of the fact that the present syndicate
is mopping up a considerable amount of stock which is coming out at the
present time through conversions of the present debentures. There have been
about 40,000 shares of this stock absorbed in the last few weeks.

M. W. D.
What was the situation that existed at that time, Mr. Dodge, with

reference to which you prepared and sent this memorandum to. Mr.
Wiggin ?

Mr. DODGE. AS you remember, I testified this morning that all of
this stock that had been received in the July 9 and July 18 syndi-
cates, under an agreement could not be sold for a period of 6 months;
and included in that was some of Mr. Wiggin's stock. He asked me
on April 16 if it was free to sell. I t was at that time that the Chase
Securities Corporation and others were in the middle of the 1930
financing in which the acquisition of the Fox Film Co. took place.
I spoke to Mr. Ingold in regard to the fact that probably, as Pynchon
& Co. would be syndicate managers of any of the new (jeneral
Theatres stock which was to be sold in that connection, that as syn-
dicate managers they would probably have to borrow; that this syn-
dicate loan which we referred to here of $5,000,000, or what remained
of it—I don't remember what remained of it—and other syndicate
loans which he had in the bank, should be paid off so that the bank
would not be in a position of loaning to him or his firm as syndicate
managers in the new proposition an additional amount of money.
He had told me, as I state here, that his firm was in a liquid position
and in position to pay it off and, I presumed, to carry the account
for the other members. That was the syndicate in which we were
not interested. That is what I meant to say, that this loan was paid
off in cash on April 15.

Senator COTJZENS. DO I understand that the stock that you are
talking about being free was collateral to these previous loans that
have been referred to ?

Mr. DODGE. NO, sir; that was the stock which the Chase Corpora-
tion and Shermar Corporation had taken down as profit on Sep-
tember 3 and had agreed with Mr. Clarke not to sell for a period of
6 months.

Senator COTJZENS. Yes; but as I understood you to say, this is
the stock that you had as collateral for this loan and it was not free
stock to be soldi; is that correct ?

Mr. DODGE. NO, sir.
Senator COTJZENS. I misunderstood, then.
Mr. PECORA. The stock referred to by the witness in this memo-

randum as not being free stock was stock which the Chase Securities
Corporation and the Shermar Corporation had acquired by way oi
profits out of the July 9 and July 18,1929, syndicates.

Mr. DODGE. That is right; that is correct, sir.
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Mr. PECORA. Why was that stock tied up from July 1929 to April
1930 so that when you referred to it on April 16, 1930, you referred
to it as stock which was not free ?

Mr. DODGE. There was an agreement entered into with Mr. Clarke
that was put in evidence this morning—it was September 10, was it
not?—by which 132,000 shares of stock—

Mr. PECORA. 122,000 shares.
Mr. DODGE. Yes. 122,000 shares of stock was not to be put on

the market for 6 months.
Mr. PECORA. Why was it not to be put on the market ? What was

the reason for it?
Mr. DODGE. I think I answered this morning
Senator COUZENS. Did he not explain that this morning?
Mr. PECORA. I think he explained in regard to another issue.
Mr. DODGE. NO ; this was the same stock.
Mr, PECORA. The same block?
Mr. DODGE. Part of this issue.
Mr. PECORA. I show you what purports to be a photostatic copy of

a memorandum addressed by you to Mr. Wiggin under date of
January 7, 1931. Will you look at it and tell me if that is a true
and correct copy of such a memorandum?

Mr. DODGE. Yes, sir.
Mr. PECORA. I offer it in evidence.
The CHAIRMAN. Let it be admitted and entered on the record.
(The memorandum referred to, dated Jan. 7, 1931, from the

witness to Mr. Wiggin, was received in evidence, marked " Commit-
tee Exhibit No. 155, Nov. 21, 1933.")

Mr. PECORA. The memorandum marked " Exhibit 155 " in evidence
is as follows [reading] :

COMMITTEE EXHIBIT NO. 155

MEMORANDUM, JANUARY 7, 1931
To Mr. WIGGIN :

Referring further to winding up of General Theatres Equipment Common
Stock Syndicate of September 20, 1929, of which Pynchon & Co. are syndicate
managers, at a conference today with organization of Pynclion & Co., Leon
Johnston, Hagen, and myself, we believe that it works out as follows:
The amount of this syndicate stock now pledged by Pynchon & Co.

in Chase Bank loans to Pynchon & Co. of $9,000,000, is 133,263
shares which, figured at present market, $13 a share, is $1, 732,419

The syndicate will receive from Goldman Sachs group- $1,251,415
And will receive from sale of default list stock 1,043,364

Total 2, 294,779
Out of the money that has been gotten in, there will be

paid out to the American Trust Co 1,023,000

Leaving a balance of 1,271,779

Which will be paid to the Chase Bank on the Chase Bank loan by
Pynchon & Co., leaving a balance of 460,640

Pynchon & Co. receive from Harley Clarke 200, 000

Balance in loan 260,640
Bank makes another loan to Pynchon & Co. to enable them to

purchase 139.743 shares of Old Common Stock from default list
and from Goldman Sachs trade at $12 a share 1,676,916

Total of loan 1.937,556
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Or a gross increase over old loan of $205,137
Deliveries to Cook and others on " Good " list 151,000

54,137
Collectible from others on " Good " list for share of losses 312,000
net decrease in loan 257, 863

If neither of the above two items are immediately collectible, although coun-
sel believes they are valid claims, and figuring the old common stock at $13
collateral value, the collateral will be increased from 133,263 shares to 202,363
shares, or from a value of $1,732,419 to a value of $2,630,719; gain in collateral
equity, $898,300; increase in loan, $205,137; gain, $693,163.

In addition to this, Pynchon & Co. will have a receivable against Harley
Clarke for $452,134, against which they would have to deliver to him 93,162
shares of new common stock, leaving total loan of $1,485,422, against 67,454
shares new preferred at -4, $1,618,896, and 41,747 shares new common at 7,
$292,229; making a total of $1,911,125.

M. W. D.
Does it not appear from this memorandum of January 7,1931, that

the $5,000,000 loan which was made to Pynchon & Co. as managers
of the syndicate formed September 20, 1929, had not been repaid
on April 30, 1930?

Mr. DODGE. I do not so understand it, Mr. Pecora. This is a very
complicated memorandum, and I gratuitously say that I have tried
to go over it with Mr. Hagen and it gave me almost a headache be-
cause it is so complicated

Mr. PECORA. If it gave you a headache, and you prepared it, we
certainly need some enlightenment on it.

Mr. DODGE. AS I understand it, the actual syndicate loan was
paid on April 15, 1930. Later on in the year of 1930 Pynchon &
Co. borrowed additional money from the bank. That is what I
understand. I was not an official of the bank at the time. Certain
stock was pledged as collateral to that loan.

Mr. PECORA. Certain stock of the General Theatres Equipment Co. ?
Mr. DODGE. Yes; including this syndicate stock. Pynchon & Co.,

as I remember, wTere anxious to clear up that syndicate and have the
syndicate members pay. Some were willing to pay and some were
not. In the meantime, Goldman Sachs had purchased Tucker,
Hunter & Dulin, who were large participants in it. They had also, I
think, purchased the stock of the American National Co. and the
American Trust Co. of San Francisco. Goldman Sachs said
they were willing to pay the liability of $1,251,000 provided the
American Trust Co. loan, which the same syndicate had made,
was paid at the same time; and Pynchon & Co. were trying to work
out with myself and with Mr. Hagen—because I knew Mr. Ingold
and he came to me to try to work it out—whether or not the payment
of Goldman Sachs on that basis would be of benefit to Pynchon &
Co. and, through Pynchon & Co., to the collateral which was in the
bank at the time. It finally worked out, after this succession of
figures here, that the actual amount of the loan at the time was
increased to Pynchon & Co. by $200,000-odd, and the actual amount
of collateral in the loan was increased by $900,000. So that the loan
was strengthened to that amount. It was that that I wished to
discuss with Mr. Wiggin.
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Mr. PECORA. In this memorandum of January 7, 1931, you refer to
an aggregate amount of loans made by the Chase BanK to Pynchon
& Co. of $9,000,000.

Mr. DODGE. That is what I understood at that time, that the loan
was a loan to Pynchon by the Chase Bank. That was in January
1931.

Mr. PECORA. YOU meant a new loan of $9,000,000 had been made to
Pynchon & Co. as syndicate managers by the Chase Bank?

Mr. DODGE. This, I understand, was put on by the bank in the fall
of 1930 as a broker's loan, and part of the collateral was some of this
stock.

Mr. PECORA. NOW, let us understand this. The first loan was a
million and a quarter to Pynchon & Co. on July 20, 1929, and the
next one was made on August 1, 1929, also a million and a quarter.
That is correct, is it not ?

Mr. DODGE. Yes.
Mr. PECORA. Those two loans were paid off on August 9,1929 ?
Mr. DODGE. Yes.
Mr. PECORA. And then on August 23 a new loan of $4,000,000 was

made to Pynchon & Co. just prior to the date when the original
syndicate was to take up the original block of stock?

Mr. DODGE. I don't know that. I testified this morning that two
and a half million dollars

Mr. PECORA. YOU did a little while ago, this afternoon.
Mr. DODGE. NO; but I mean, you are speaking now of the first

$1,250,000 and the second $1,250,000.
Mr. PECORA. Making a total of two and a half millions.
Mr. DODGE. I am informed they were paid on August 9.
Mr. PECORA. Then on August 23 this loan of $4,000,000 was made

to Pynchon &Co.?
Mr. DODGE. Yes.
Mr. PECORA. That was paid off on September 25, 1929 ?
Mr. DODGE. When the $5,000,000 loan was made.
Mr. PECORA. The $5,000,000 loan was made around September 20?
Mr. DODGE. Twenty-third; yes.
Mr. PECORA. Was that loan of. $4,000,000 paid out of the proceeds

of the $5,000,000 loan?
Mr. DODGE. Yes.
Mr. PECORA. The $5,000,000 loan was made for the account of the

syndicate that was formed on September 20, 1929 ?
Mr. DODGE. That is correct.
Mr. PECORA. YOU said before that that loan was fully paid off on

April 15, 1930?
Mr. DODGE. Yes, sir.
Mr. PECORA. In January 1931 you addressed this memorandum,

marked " Exhibit No. 155", to Mr. Wiggin, in which you refer to
this syndicate loan of September 20, 1929, apparently, because you
say in your memorandum—

Referring further to winding up of General Theatres Equipment common
stock syndicate of September 20, 1929, of which Pynchon & Co. are syndicate
managers, at a conference today with organization of Pynchon & Co., Leon
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Johnston, Hagen, and myself, we believe that it works out as follows: The
amount of this syndicate stock now pledged by Pynchon & Co. in Chase Bank
loans to Pynchon & Co. of $9,000,000, is 133,263 shares.

There must have been some loans aggregating $9,000,000 that were
made subsequent to the $4,000,000 loan of August 23, 1929?

Mr. DODGE. There was; but the loan of $9,000,000 made in Novem-
ber 1930 to Pynchon & Co. was a broker's loan, and in that broker's
loan were included 133,000 shares of this syndicate stock, so that the
loan of $9,000,000 was not solely made to the syndicate, as I under-
stand it.

Mr. PECORA. Who was it made to ?
Mr. DODGE. I t was made to Pynchon & Co.
Senator COUZENS. HOW do you know that it was a broker's loan

with other collateral than the General Theatres ?
Mr. DODGE. Just what I have been told.
The CHAIRMAN. On those broker's loans, the interest was much

larger than 6 percent, was it not? I have understood that they paid
as high as 20 percent on broker's loan at about that time ?

Mr. DODGE. Not on this loan, Senator. I will find out for you
what the interest was on that $9,000,000 loan.

Senator TOWNSEND. The interest on broker's loans varies from day
to day as to the rates on the market.

Mr. DODGE. Yes. The loans of 1929 got pretty high. The usual
rate was, I think—well, I am not a banker; I am not connected with
the bank; but I should say a special loan would be 6 percent, and
probably a quick loan on marketable securities would be something
over the Eeserve bank rate—4 percent.

Mr. PECORA. DO you know the status of this $9,000,000 loan at the
present time?

Mr. DODGE. NO, sir.
Mr. PECORA. What was its status at the last time you knew any-

thing about it?
Mr. DODGE. I never knew very much about it, Mr. Pecora.
Mr. PECORA. DO you know whether that $9,000,000 loan has been

repaid in full?
Mr. DODGE. NO, sir; I do not. My impression is it was not.
Mr. PECORA. Can you find out the status of that loan from data

that is now available to you ?
Mr. MUDGE. I do not think we have the details, Mr. Pecora. But

the loan was never paid in full, and it was included in the claims
proved against Pynchon & Co. in bankruptcy. I cannot give you
the exact amount.

Mr. PECORA. DO you know how much of it was unpaid?
Mr. MUDGE. I cannot give you the exact amount.
Mr. PECORA. Well, approximately, Mr. Mudge; just give us a

general idea.
Mr. MUDGE. We may be able to get that in a minute from some

data. I do not know.
Senator TOWNSEND. All the loss in that loan has been charged off ?
Mr. ALDRICH. Yes.
Mr. PECORA. DO you know the amount?
Mr. ALDRICH. I am not sure that it is the same loan because I

have not looked at the details, but there was a loan, as you recall, in
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the beginning of 1931, and the collateral was such that it could be
sold and bought in by the bank, and the loan has been written down
so that the value of it is simply the market value of the collateral
still held against it.

Senator TOWNSEND. In other words, the loss has been taken ?
Mr. ALDRICH. The loss has been taken.
Mr. PECORA. What is the amount, Mr. Mudge ?
Mr. MUDGE. The amount at which the claim was allowed in the

bankruptcy proceedings was slightly over $5,300,000.
Mr. PECORA. Then that much of the loan remained unpaid at the

time Pynchon & Co. went into bankruptcy, is that right?
Mr. MTJBGE. That is right.
Mr. ALDRICH. There was more.
Mr. PECORA. What is that?
Mr. ALDRICH. There was more. We can give you the exact figures.

There was more of it unpaid that has been written down.
Mr. PECORA. Yes. Now, Mr. Dodge, I want to call to your mind

the $6,000,000 of debenture bonds or notes that were issued by Gen-
eral Theatres Equipment at the outset of its incorporation, and which
was sold to the five members of the original purchase group, the
banking group, at 90. Those are the debentures that had a convert-
ible privilege ?

Mr. DODGE. Yes, sir.
Mr. PECORA. A convertible privilege entitling the holders to con-

vert each $1,000 bond into 30 shares of the common capital stock of
General Theaters ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Was there a syndicate formed by the bankers to trade

in those bonds after they acquired them?
Mr. DODGE. I understand there was a trading account formed at

the same time for 10 percent of the amount; that would be $600,000
par value of the bonds.

Mr. PECORA. And what was the purpose of that trading account?
Mr. DODGE. That was most usual, Mr. Pecora.
Mr. PECORA. TO support the market?
Mr. DODGE. TO support the market; or some time the bonds, the

$6,000,000, were over-sold; it gave a position in the market to sup-
port them.

Mr. PECORA. Who were the participants in that trading account ?
Mr. DODGE. The originals.
Mr. PECORA. The original five members?
Mr. DODGE. The original five members.
Mr. PECORA. The original five members of the original terms

group ?
Mr. DODGE. Yes; the original account.
Mr. PECORA. Those were the bonds sold to the public by this group

at 99 and interest?
Mr. DODGE. Yes.
Mr. PECORA. On July 18, 1929?
Mr. DODGE. Yes, sir.
Mr. PECORA. NOW the General Theatres Equipment got from the

bankers $5,400,000 for these notes?
Mr. DODGE. And accrued interest.
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Mr. PECORA. And accrued interest. Is that the money that was
used to enable the General Theatres Equipment to purchase from
Harley Clarke those four lamp companies that he testified about
last week for an aggregate of $3,000,000 cash ?

Mr. DODGE. Part of it; yes.
Mr. PECORA. And was it out of that sum of five million four

hundred thousand and odd dollars that a payment of $2,000,000 in
cash was made to William Fox ?

Mr. DODGE. I presume so; yes, sir.
Mr. PECORA. Have you by any chance been able to learn since you

were on the stand last Friday the reason for that $2,000,000 payment
to Fox?

Mr. DODGE. NO, sir.
Mr. PECORA. YOU recall the testimony of Clarke last week to the

effect that that $2,000,000 was paid to Fox because Fox had acquired
some interest in the Mitchell Camera Co. which General Theatres
Equipment wanted to acquire ?

Mr. DODGE. Something to that effect.
Mr. PECORA. Well, you remember you yourself testified last Friday

afternoon that you had learned at the time of the formation of the
General Theatres Equipment that Fox and Harley Clarke had been
in competition with each other to acquire the assets of the Mitchell
Camera Co.?

Mr. DODGE. Yes, sir.
Mr. PECORA. I have sent for certain exhibits which are now in the

Printing Office. Meanwhile I want to say that one of the exhibits
put in evidence last Friday afternoon, which have been produced
by Mr. Clarke, and which purported to consist of a duplicate original
of the agreement whereby the assets, the property of the Mitchell
Camera Co., were turned over for $1,475,000, shows that that
purchase was made by Harley L. Clarke and not by Fox. Did you
know that before ?

Mr. DODGE. I would not be surprised, but I did not know that
before, no. I have not got the true story of that, Mr. Pecora.

Mr. PECORA. Well, why didn't you get the true story of it when you.
sitting as a director of General Theatres Equipment Co., in July 1929,
voted to pay to Harley Clarke for the assets of the Mitchell Camera
Co. $3,100,000, which is what Harley Clarke says he got from the
General Theatres Equipment Co. for the assets of the Mitchell
Camera Co.?

Mr. DODGE. I think I testified last Friday that as the bankers we
were interested in seeing that the one half interest in the Grandeur,
Inc., was acquired for the $2,000,000, and that the four lamp com-
panies were acquired for the $3,000,000. And that is as far as we
were concerned—that was all we wanted to know. Now, what Mi\
Clarke's transactions were with Mr. Fox, or what Mr. Clarke had
on his books showing how those results were accomplished I never
knew, and I do not know today. I have not seen Mr. Clarke since
then, or anybody else who could explain it.

Mr. PECORA. Mr. Clarke testified here Friday afternoon that when
he set out prior to the formation of General Theatres Co. to acquire
the assets of those four lamp companies and of the Mitchell Camera-
Co, of California, he did so as an agent of the General Theatres
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Equipment, or what was subsequently organized under the cor-
porate name of the General Theatres Equipment. Do you recall that
testimony ?

The CHAIRMAN. AS I remember, Mr. Dodge, it was considered
important at that time to interest Mr. Fox because he controlled
some 500 theaters, and it was very important to get these machines
in use in these theaters. That was one reason for getting him in.

Mr. DODGE. The contract with Mr. Fox of the Fox Theatres Co.
was a very important item in the whole transaction.

Mr. PECORA. Well, until those exhibits are returned here I will
.•examine you on the trading syndicate that was formed in connection
with the $6,000,000 of debentures that the banking group purchased
at 90.

Mr. DODGE. All right, sir.
Mr. PECORA. NOW when was that first trading account terminated?

Did you give the date of the termination of that first trading ac-
count in the bonds ?

Mr. DODGE. On the same day that the purchase group of the Gen-
eral Theatres Equipment 6 million dollars, 15-year 6-percent gold
debentures was terminated. That is December 18, 1929.

Mr. PECORA. NOW on October 16, 1929, there was a second trading
account formed to deal in these debentures ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Who were the participants?
Mr. DODGE. Chase Securities Corporation, Pynchon & Co., West &

Co., W. S. Hammons & Co., and Harley L. Clarke.
Mr. PECORA. What was the object of that second trading syndicate?
Mr. DODGE. At that time the debentures were selling I think

around 160 or 165, and it was in the early part of October. I think
I can be perfectly frank in answering that that syndicate was formed
to make money.

Mr. PECORA. Through trading operations in the market?
Mr. DODGE. NO, sir. Not to trade, but as a purchase syndicate to

make money. The debentures were selling then at 165. They had
a conversion privilege of 30 shares for every $1,000 bond, which
would mean that every point the stock went up why these debentures
went up 3 points. And I will be still more frank and say that I
think, when I say " to make money", that it was a speculative
account in that the group got together and decided and felt that
the debentures probably would go higher. The conversion privilege,
as I remember it, did not become available, until January 1.

Mr. PECORA. 1930?
Mr. DODGE. 1930. Six months after they were issued. And it

was not as though we were buying stock, because the loss was limited,
as we felt, at 100 or 110. If the stock went down our loss was
limited. If it went up, of course, the profit was unlimited. And,
frankly, that was the reason.

Mr. PECORA. And when that syndicate was formed on October 16,
1929, what was the common stock quoted at in the market?

Mr. DODGE. On the 15th it was quoted at 58%. If we say 59—
three times that would be—that made the parity on the debentures
177.
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Mr. PECORA. And do you know what the quotation was on these
debentures on October 15? I have it as being 170%.

Mr. DODGE. I believe that is correct.
The CHAIRMAN. The stock was quoted at what?
Mr. DODGE. 59. 58%-59.
Mr. PECORA. NOW, the prices of those debentures were influenced

primarily by the equities of the common stock?
Mr. DODGE. Yes, sir.
Mr. PECORA. And the equities of the common stock in turn were

influenced by the operations of the syndicate that had been formed
under the management of Pynchon & Co.; were they not? Tell us
frankly, Mr. Dodge.

Mr. DODGE. I cannot get away from the idea that the market quo-
tations were influenced primarily by the public demand. It was not
more than 2 weeks afterward that we ran into the panic, and
public demand ceased; in fact they turned around from buying
wildly and sold wildly, and General Theatres stock, I think, went
from 59 down to the low 30's in the panic. There was nothing that
the syndicate could have done to have maintained that market in
the face of what the public wanted to do.

Mr. PECORA. But prior to that panic did not the syndicate opera-
tions influence the market quotations of this stock?

Mr. DODGE. AS far as stabilizing the market; yes.
Mr. PECORA. I do not believe I have asked you for a definition of

the term " stabilizing the market", so I will ask you now what you
mean by that?

Mr. DODGE. SO many people have tried to answer.
Mr. PECORA. Well, just pay no attention to the answers anyone

else has made in the past. Give us your answer or the way in which
you used the term just a moment ago of " stabilizing the market."

Mr. DODGE. If as a banker I am offering securities to the public at
a given price, say, $100 a share, and a few days afterwards those
securities which I have valued as being worth to the public $100 a
share, having no support, sell at 95, $94 or $95 a share, the investor
who buys that security from me will think that I have tried to put
something over on him. He won't understand that there was no
support.

And therefore, in the sale of bonds, a block, say, of $5,000,000 of
bonds, it was customary with the bankers to have a trading account
of, say, 10 percent of the amount of the liability, and during the
period of distribution, which was done generally through a country-
wide syndicate, that trading account bought bonds that came in the
market and stabilized the price until this distribution was effected.

I do not think that the law of supply and demand applies en-
tirely when you are trying to sell securities. You are selling them
as a merchandizing proposition, until those securities are sold and
the people who have them know whether they want to buy or whether
they want to sell. I t is a merchandising proposition.

Senator COUZENS. SO, while the merchandising proposition is go-
ing on it is not an open and free market and the public do not fix
the price, do they ?

Mr. DODGE. The public does not fix the price except as they have
the information placed before them and are asked whether they
want to buy the merchandise or not.
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Senator COUZENS. But you and other witnesses have testified that
we can rely upon the public, the public is usually good in fixing
the value of securities. In the face of what you have just said, that
cannot be so.

Mr. DODGE. The public, Senator, in this particular case, that is, the
investor, can always sell at anytime. As soon as he bought the securi-
ties he could turn around and resell them.

Senator COUZENS. Yes; but as long as you are standing by, as
you say, to pick up these shares and the shares are bought up by a
ring or a group, why, then it is not a free and open market, is it?
He does not take what the market gives; he takes what you are
willing to give to maintain the market ?

Mr. DODGE. I t is a free and open market to him.
Mr. PECORA. He thinks it is.
Senator COUZENS. He thinks it is.
Mr. DODGE. But he can sell if he wants.
Senator COUZENS. Only as long as you are willing to let him sell,

that is all, because when you withdraw your support, why then the
market can go anywhere.

Mr. DODGE. Up or down.
Senator COUZENS. Yes; but for the time being, while you are oper-

ating, it is not an open and free market. I do not care what the
testimony is here, you cannot convince this committee, I think, of
that as a fact.

Mr. PECORA. The operations of this second trading syndicate in
the debentures resulted unprofitably, did they not?

Mr. DODGE. Yes, sir.
Mr. PECORA. AS a result of the market collapse of October 1929?
Mr. DODGE. Yes, sir.
Mr. PECORA. IS that right?
Mr. DODGE. Yes, sir.
Mr. PECORA. And after that market collapse were the debentures

called for redemption by General Theaters Equipment?
Mr. DODGE. In the financing of April 1930 they were; yes, sir.
Mr. PECORA. And they were called at the call price of 110?
Mr. DODGE. Yes, sir.
Mr. PECORA. And they bore 6 percent interest, didn't they ?
Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, these debentures were issued to the bankers at

90 in July 1929?
Mr. DODGE. Yes, sir.
Mr. PECORA. They were called at 110 in April 1930?
Mr. DODGE. Yes, sir.
Mr. PECORA. And 6 percent interest on them was paid meanwhile?
Mr. DODGE. Yes, sir.
Mr. PECORA. SO that virtually the GTE, for that bit of financing,

$6,000,000, paid around 26 percent interest, did it not? I mean it
amounts to the same thing ?

Mr. DODGE. A large amount of the debentures were converted into
stock. The reason the debentures were called was to force conver-
sion. In other words, if the stock was selling at a higher price than
the equivalent of 110 on the basis of 3 snares for 1, instead of
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waiting for $110 a share the debenture holder might have converted
and sold his stock instead.

But in the financing of 1930 it is all part of a very large piece of
financing. Thirty million dollars of additional debentures were
issued, and it wa$ necessary to have this six million called as part
of the cost of that financing, not really the cost of the original
financing.

Mr. PECORA. This piece of financing resulted in the GTE paying
to the bankers or selling to the bankers six millions of debentures
at 90, retiring them at 110 inside of a year, and paying meanwhile
6 percent interest ? Isn't that the way it worked out ?

Mr. DODGE. At the time the 6 millions of debentures were sold at
90 to the bankers there was no anticipation that they would be
called. I t was only because the company ran into the larger deal
of 1930 that it was necessary to call them.

Mr. PECORA. The bankers still sat in April 1930 on the board of
directors of the GTE, did they not?

Mr. DODGE. Yes, sir.
Mr. PECORA. And it was their decision which prompted the t call-

ing of these debentures at 110 in April 1930?
Mr. DODGE. In connection with the issuance of 30 millions of de-

bentures in 1930, which was in connection with the acquisition of
the Fox Film.

Mr. PECORA. NOW I have had returned to me from the printers in
the last few minutes the exhibits that were put in evidence last Fri-
day afternoon upon their production here by Mr. Clarke. I want to
call your attention to one of them, the one marked "Exhibit No.
143," which is a copy, purports to be a copy, of an agreement made
on June 6, 1929, by and between H. F. Boeger and George A. Mitch-
ell, called the sellers, and H. L. Clarke, called the buyer, under the
terms of which, generally speaking, the sellers agreed to sell to the
buyer for $1,475,000 cash all of the assets and property of the
Mitchell Camera Co. of California, including all patent rights and
claims that it had. Will you look at the exhibit ?

Mr. DODGE (after perusing the exhibit). I have read it.
Mr. PECORA. Does that refresh your recollection with regard to

any information you acquired at the time that you as one of the
directors of the General Theatres Equipment in July 1929 voted to
pay $3,100,000 for the Mitchell Camera Co-.'s property, including
these pamphlets that you speak of ?

Mr. DODGE. Did the minutes show that we voted to pay $3,100,000 ?
Mr. PECORA. Mr. Clarke's testimony was to that effect. The direc-

tors' minutes do not seem to show exactly what the situation was.
That is why I am asking you now as one of the directors.

Mr. DODGE. Well, at that time that contract was signed, the Gen-
eral Theatres Equipment was not formed, of course.

Mr. PECORA. Oh, no; but Mr. Clarke has testified that he went out
and acquired these properties as a representative of the corporation
which eventually was formed under the corporate name of General
Theatres Equipment, and you also testified that prior to July 11,
1929, which was the date of incorporation of the General Theatres
Equipment, you participated with others in a series of conferences
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that lasted around 2 months or more, at which the plans were dis-
cussed and agreed upon for creating the General Theatres Equip-
ment.

Mr. DODGE. Yes. I do not want to be technical, Mr. Pecora. Mr.
Clarke did not act as agent for the General Theatres Equipment, and
it was not formed. He could, however, purchase these assets under
an option agreement for the benefit of the new company to be formed
if it was formed.

Mr. PECORA. He testified that that was the fact, and so did you.
Mr. DODGE. I do not know anything about $3,100,000. All I know

is that the Grandeur Co. and its assets, one half of it was to be
bought for $2,000,000. Now that is the first time I have ever seen
that copy of that contract.

Mr. PECORA. Didn't Clarke produce before the directors the docu-
ments that showed what he had paid for these various assets, these
lamp companies and Mitchell Co., which General Theatres Equip-
ment was formed to take over?

Mr. DODGE. I don't think so.
Mr. PECORA. YOU referred a few minutes ago to the issue of

$30,000,000 of debentures in connection with the 1930 financing of
General Theatres Equipment. Will you tell the committee in your
own way the facts with regard to that issue ?

Mr. DODGE. In December 1929, after the panic, Mr. Clarke told me
as a director of the General Theatres that he understood that Mr.
William Fox and his companies, or his company, were very much
extended.

Mr. PECORA. That is the Fox Film Co.?
Mr. DODGE. FOX Film Co., and the Fox Theatres also—through the

purchase of the control or a large amount of the stock of the Loew
Corporation and some English properties, that is, an interest in it.

Mr. PECORA. A little louder, please.
Mr. DODGE. An interest in the Gaumont Pictures Co. of Great

Britain; and that these purchases had been made on short time
credits which were coming due, and that unless Mr. Fox was able to
finance these obligations the Fox Co. would get into very serious
trouble.

Mr. Fox had discussed the matter with him evidently, or at least
his attorneys had. Halsey Stuart & Co. were the bankers for the
Fox Cos. at that time. They had what is called a preferential
agreement to do the financing for Mr. Fox. As a matter of fact, at
that time Halsey Stuart & Co. had issued to the public 12 millions
of notes which matured in the early part of 1930, the proceeds of
which were used as part payment for the block of Loew, Inc.
stock purchased from the Loew family. An additional $15,000,000
had been advanced by the Electrical Research Corporation, and those
notes would come due shortly.

But Fox had also, in addition to the original family holdings of
the Loew stock, bought in the open market over 200,000 shares of
Loew stock, which he was carrying through brokers, and in the
panic during the drop of the stock the brokers were very much
worried.
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Mr. Clarke told me at that time that he was worried about the
situation, because if the Fox Film Corporation failed it would
probably affect adversely the whole film industry; and, of course,
would then affect the General Theatres Equipment, which was sell-
ing equipment to the film industry, and especially it would affect
the General Theatres Equipment because the Fox Film Corporation
would then be unable to carry out its intention to purchase these
wide film projectors which were mentioned in the contracts which
were read last Friday.

He told me that he thought that the General Theatres should
have a very sympathetic view of the whole situation; as a matter
of fact, a$ked me if I would discuss the matter with Mr. Stuart o,f
Halsey, Stuart & Co., who was very much worried about the 12
million that was being carried.

At that time there was a suggested plan to solve some of the
problems of Mr. Fox. I think the General Theatres was figuring
on putting some 18 millions of dollars into it, and through senior
securities there was to be raised an additional 20 millions of dol-
lars, which, together with the agreements reached with some of the
creditors, would have probably put the Fox Films Co. in a more
sound condition through the sale of a part of its capital assets.

The figures which we looked into at that time of the Fox Film Co.
led us to believe that the company over a period of 10 and 15 years
had been a successful and a profitable concern and that its troubles
at that time were caused only because it had capital obligations com-
ing due which it could not meet, and these capital obligations of Fox
Film and the Fox Theatres combined amounted at that time to some-
thing around 90 million dollars. I think that was the sum, some-
where around 90 millions of dollars.

The suggestions which Mr. Clarke made, or the lawyers who were
then active for Mr. Clarke, I think the firm of Hughes, Schurman &
Dwight at that time, were not acceptable largely because it meant a
sale of some of this Loew stock at a price below cost, and

The CHAIRMAN (interposing). Do you mean by " low" stock,
miscellaneous stock—stock of various kinds and not of any particular
kind?

Mr. DODGE. NO ; I meant the stock of Loew's, Incorporated. The
suggestion was not acceptable, but a solution was supposed to have
been arrived at at that time by a control of the stock in the Fox
Film and the Fox Theatres, the B stock, so-called, which was owned
by Mr. Fox, being put into a voting trust, of which Mr. Fox was
to be one of the voting trustees, Mr. Harry Stuart, of Halsey, Stuart
& Co., was to be another trustee, and Mr. Otterson, of the Electrical
Research Corporation was to be another trustee. I understand that
that voting trust agreement was entered into, and in consideration
of that, Halsey, Stuart & Co., who were the bankers of the company,
and Mr. Otterson, who represented the Electrical Research Corpora-
tion, which was selling a large amount of sound equipment to the
industry, were willing to assist Mr. Fox.

That agreement, however, was repudiated by Mr. Fox, but after-
wards I believe they effected a transfer of the Loew's stock from the
brokers' loans into some banks, so that it was a more permanent loan
and the brokers were not embarrassed.
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That precipitated a failure of Mr. Fox to live up to his agreement,
precipitated financial trouble, as the creditors wanted to be paid.
A large amount of those notes, big obligations, were coming due,
and Mr. Fox tried in his own way to raise funds to paj7 off the obli-
gations, but failed to do so. And eventually, some time in January
or February, a receivership was asked for, in the United States
Circuit Court, I believe.

Mr. MUDGE. United States District Court.
Mr. DODGE. Well, in the United States District Court, under Judge

Coleman, I believe. Judge Coleman did not want to see such a
large, valuable, and prosperous enterprise go on the rocks if it could
be worked out, and I think he very wisely tried to see if he could
not straighten out the differences between Mr. Fox and his bankers.

In the meantime Chase Securities Corporation and General
Theatres Equipment—and the Chase Securities Corporation had
nothing to do with the business; and I find a memorandum, of which
I think you have a copy, to Mr. Wiggin, telling that we would not
be interested in the situation unless some comprehensive plan could
be worked out, for this whole situation involved $90,000,000, unless
it cou]d be finally worked out.

Mr. Fox engaged the services of Samuel Untermeyer, and refused
to have anything to do with his bankers, Halsey Stuart & Co., or
the Electrical Research Corporation. Mr. Untermeyer did succeed
in having Bancamerica-Blair Corporation, Dillon, Eeed & Co., and
Lehman Brothers make a proposition to finance the Fox Film Cor-
poration. And at the same time Halsey Stuart & Co. under the
so-called trustee plan, as the stock was still deposited under the
permanent agreement, the voting agreement, also put forward a plan.
A meeting was held of the Fox Theatres stockholders. They ap-
proved the Bancamerica-Blair Corporation and Dillon & Reed plan,
but that was immediately attacked by the trustees. Both sides be-
gan attacking, and I think there were suits in almost every court in
New York City, and counter suits. Until finally in April the sit-
uation became such that both the bankers were willing to withdraw
because they could not come to any agreement. Now, we have
come up to

Mr. PECORA (interposing). To April of 1930.
Mr. DODGE. TO April 1, 1930.
Mr. PECORA. Before you proceed any further let me say: You

referred to a memorandum you sent to Mr. Wiggin. I show you
what purports to be a photostatic copy of a memorandum dated
December 2, 1929. Will you look at it and tell me if that is a true
and correct copy of the memorandum you referred to ?

Mr. DODGE. Yes, sir.
Mr. PECORA. Mr. Chairman, I offer it in evidence and ask that it

may be made a part of the subcommittee's proceedings.
The CHAIRMAN. Let it be admitted, and the committee reporter

will make it a part of the record.
(A paper headed " Memorandum, Dec. 2, 1929", was marked

" Committee Exhibit No. 156, Nov. 21,1933 ", and will be found im-
mediately following where read by Mr. Pecora.)
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Mr. PECORA. The memorandum which has been marked " Com-
mittee Exhibit No. 156 " of this date, reads as follows [reading]:

MEMORANDUM, DECEMBER 2, 1929

To Mr. WIGGIN :
Referring to Fox Films, I understand that both Harley Clarke and Harry

Stuart called you up on Friday. I was in constant communication with Harley
Clarke. I have been constantly in touch with Halstead Freeman about this
matter and we have consistently refused to lake the leadership in any reor-
ganization or to get into this mess in any way unless it was part of a com-
prehensive plan which looked as though it would succeed. We have all the
figures and knowledge on this situation here and studied them over the last
week. The only way we should be interested would be to endeavor to work
out something for the General Theatres Equipment. To this end, I worked out
a plan which I gave to Harley Clarke to use as his own. He is coming down
this morning and says he has a price on the Fox Film Co. and Fox Theatre
Co. " B " stocks, which are the controlling stocks. After I find out what is in
his mind, I will discuss the matter further with you. This is a most com-
plicated and difficult situation and I am going to proceed very slowly on it.

M. W. D.
Now you may go ahead. You have reached the point in your

narrative about this 30 million dollars financing of April 1930,
which took you up to about the 1st of April. Will you resume at
that point and continue?

Mr. DODGE. Somewhere around the 1st of April it looked as though
it was inevitable that the Fox Film Co. and the Fox Theatres Co.
would go into the hands of receivers, at great loss to the stockholders,
and possibly a loss to the creditors. Mr. Clarke at that time had
conversations with Mr. Fox with a view of buying out his controlling
interest, so that Mr. Fox would stay out of the picture, and

Mr. PECORA (interposing). Which was the " B " stock?
Mr. DODGE. Yes.
Mr. PECORA. Which had the voting rights?
Mr. DODGE. Yes, sir.
Mr. PECORA. All right. You may continue.
Mr. DODGE. Those conversations were had with him, and resulted

in the purchase from Mr. Fox of his interest in both of those com-
panies, which was about 50 percent of the Fox Film " B " stock, and
about 100 percent of the Fox Theatres stock, for .$15,000,000.

Mr. PECORA. Which was bought by the GTE ?
Mr. DODGE. Which was bought by the GTE, yes.
Mr. PECORA. Have you before you the minute book of the Board

of Directors of the General Theatres Equipment Corporation, cover-
ing the month of April 1930?

Mr. DODGE. I believe they are here.
Mr. PECORA . Will you get the meeting of April 7, 1930, and refer

to page$ 91 and 92, my record shows ?
Mr. DODGE. DO you want me to read this ?
Mr. PECORA. Oh, no. It is too long a document to be read. With

the minutes of the meeting of the board of directors held April 7,
1930, before you, can you refresh your recollection and give this
subcommittee when that agreement was entered into between Gen-
eral Theatres Equipment and Fox?

Mr. DODGE. April 7, 1930.
Mr. PECORA. Under that agreement Fox agreed to sell to Gen-

eral Theatres Equipment 50,101 shares of Fox Film class B common
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stock, which was more than a majority of the outstanding common
stock, was it not?

Mr. DODGE. Yes, sir.
Mr. PECORA. And 100,000 shares of Fox Theatres class B common

stock, which were all of the shares outstanding, for $15,000,000?
Mr. DODGE. Yes, sir.
Mr. PECORA. And other considerations that were to be paid or

granted by General Theatres Equipment to Mr. Fox. Do you
recall that there were other considerations besides the $15,000,000?

Mr. DODGE. Yes, sir.
Mr. PECORA. Can you refer to them briefly? The agreement in

question, Mr. Dodge, as you know, is a very lengthy document.
Mr. DODGE. Yes; and I do not know that I could refer to them

briefly for that reason.
Mr. PECORA. NOW, let me see if this constitutes your recollection

as a fair and substantial summary of it: Under this agreement Fox,
as the vendor, was to deliver to General Theatres Equipment the
written resignations of seven directors. Do you recall that?

Mr. DODGE. Yes.
Mr. PECORA. And certain licensing agreements then in existence

between the American Tri-Ergon Corporation, licensor, and Fox
Theatres, and so forth, as licensee. Do you recall that?

Mr. DODGE. I do not recall what they were, Mr. Pecora, but I
recall that there was something of that kind. And I see it here.

Mr. PECORA. And Fox agreed to hold his 50 percent of the capital
common stock of Grandeur, Incorporated, and to organize a new
company to hold that 50 percent of his stock, to indemnify the Fox
Film and the Fox Theatres Companies against 50 percent of the
amount of certain possible claims.

Mr. DODGE. I will have to refresh my memory on that. There was
something of that kind. Yes, that is right.

Mr. PECORA. And General Theatres Equipment agreed that the
Fox Theatres, Inc., would repurchase from the Bankers Securities
Corporation, and the Pennsylvania Corporation 87,000 shares of the
Fox Theatres class A stock at $25 and interest, or for about $2,320,-
000. Do you recall that phase of it ?

Mr. DODGE. Yes, sir.
Mr. PECORA. And the payment for that was to be made by a

60-day collateral note dated April 7,1930.
Mr. DODGE. Yes, sir.
Mr. PECORA. And GTE also agreed to purchase 150,500 shares of

Loew's, Inc., common stock, and an equity of 60 percent of $2,000,000
mortgage on the company's building in Philadelphia. No; that was
collateral for the 60-day note. GTE agreed that Fox would be
continued as a director of his companies for 5 years from May 1,
1930. Do you recall that provision?

Mr. DODGE. That is in the contract?
Mr. PECORA. Yes.
Mr. DODGE. Yes, sir.
Mr. PECORA. And GTE agreed to procure for Fox an employment

contract with Fox Films, Inc., for five years at $500,000 a year, to be
paid even if Fox died. Do you recall that provision ?

Mr. DODGE. That is in the contract; as chairman of the Advisory
Committee.
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Mr. PECORA. And the GTE agreed to cause the Fox Film and
Fox Theatres Companies to pay the fees of Mr. Untermyer and 10
other lawyers. Do you recall that provision ?

Mr. DODGE. Yes, sir. That is in the contract.
Mr. PECORA. There is a further provision that G.T.E. would cause

Fox Films and Fox Theaters Cos. to employ for 3-year periods 10
persons to be named by William Fox, who were members of his
family, and so forth. Do you recall that? You will find that on
page 100 of the minute book.

Mr. DODGE. Page 9 says [reading] :
That the purchaser will procure Theatres and Films to offer to certain of their

employees, not exceeding 10 in number, to be designated by the vendor, contracts
of employment (for services now being performed by them and at salaries not
less than those they are now receiving) for a period of 3 years from May 1,1930.

That is in that contract. I do not know whether they were
relatives of Mr. Fox or not.

Mr. PECORA. DO you remember one Jack Leo, a brother-in-law of
Fox, who was included among those 10 persons ?

Mr. DODGE. NO, sir; I do not remember that.
Mr. PECORA. This agreement also provided that the name " Fox "

was to remain on all theaters of the Fox Film and Fox Theaters for
two periods of, respectively, 2 years and 3 years from May 1, 1930.

Mr. DODGE. Yes, sir. That is in the contract.
Mr. PECORA. And also provided that during those same two periods

all pictures made by Fox Film, Inc., were to be captioned " William
Fox presents."

Mr. DODGE. Yes, sir.
Mr. PECORA. And the G.T.E. also agreed to pay William Fox

$3,000,000 for assignment of his claims for salary from the Fox
Films, such payment to be made by 12 notes, each for $250,000, dated
April 7,1930. Do you find that at pages 101 and 102 of the minutes ?

Mr. DODGE. That reads (reading) :
The vendor has received no compensation for acting as chief executive officer

of Theatres since its organization or for acting as chief executive officer of Film
for the past three years or more and the vendor has received no reimbursement
of expenses incurred by him during such periods respectively or for losses sus-
tained in sales of securities owned by him to prevent the sacrifice of stock of
Loew's, Incorporated, owned by Theaters.

I do not think it refers solely to the salary which had not been
paid.

Mr. PECORA. That sum of $3,000,000 G.T.E. agreed to pay Fox in
addition to the $15,000,000 consideration which has already been
referred to, is that not true ?

Mr. DODGE. Yes; they agreed to reimburse him for his losses.
Mr. PECORA. I t was not an agreement to reimburse him for his

losses. They agreed to pay him $3,000,000 on account of his claims
for back salary and losses.

Mr. DODGE. Yes.
Mr. PECORA. The losses that he claimed to have sustained in the

sale of securities owned by him, to prevent, as the contract says, the
sacrifice of stock of Loew's, Inc., owned by Fox Theatres.

Mr. DODGE. Yes, sir.
Mr. PECORA. G.T.E. also agreed to continue to pay the premiums

on $8,500,000 of life-insurance policies carried by Fox Film, Inc., on
the life of William Fox.Digitized for FRASER 
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Senator TOWNSEND. Was the policy assigned?
Mr. MUDGE. I t was carried by Fox Theaters.
Mr. PECORA. The policies were pledged at the time.
Mr. DODGE. They were made payable to Fox Theatres or Fox Film,

not to Fox himself.
Mr. PECORA. Yes; and the G.T.E. agreed to cause the Fox Film

Co. and the Fox Theatres Co. to indemnify William Fox from all
liability and expenses under a suit brought by the United States
against the Fox Film, Fox Theatres, and William Fox, for alleged
violation of the Clayton Act.

Mr. DODGE. Yes, sir.
Mr. PECORA. NOW, as part of this agreement, was not a letter sent

to William Fox under date of April 5, 1930, by General Theatres
Equipment, which you find at page 110 of the minute book?

Mr. DODGE. The minute book shows that a letter was sent to Wil-
liam Fox on April 5.

Mr. PECORA. And that letter was part of the consideration upon
which this agreement of April 5 was based, was it not ?

Mr. DODGE. An essential part of the understanding, it says.
Mr. PECORA. I will read that letter into the record from the copy

which I have of it, and you f OIIOAV me with the original and correct
me if I misread it. [Reading:]

APRIL 5, 1930.
WILLIAM FOX, Esq.,

270 Park Avenue, New York City.
DEAR SIR: Referring to the agreement bearing like date herewith, and

entered into between you and General Theatres Equipment, Inc., we recognize
that it is an essential part of the understanding on which you have sold your
shares to General Theatres Equipment, Inc., that you shall participate to the
extent of 10 percent in any purchase or underwriting by General Theatres
Equipment, Inc., or Harley L. Clarke of stock or stock warrants of any kind,
of Fox Film Corporation and/or Fox Theatres Corporation in connection with
the financing of those companies presently to be undertaken, and that we will
use our best efforts and endeavors to increase your said interest up to an
additional 10 percent.

This letter is to evidence the definite agreement of both the undersigned
that you are entitled to a participation as above set forth.

Very truly yours,
GENERAL THEATRES EQUIPMENT, INC.,
H. L. CLABKE, President.

Mr. DODGE. Yes, sir.
Mr. MUDGE. There is part of it that you left off.
Mr. PECORA (reading):
Approved, H. L. Clarke.
Did not Fox receive $3,000,000 in lieu of this 10 percent interest

referred to in this letter of April 5, 1930, from General Theatres
Equipment ?

Mr. DODGE. Eventually, in August, I think.
Mr. PECORA. On August 13 ?
Mr. DODGE. My understanding at the time was that Mr. Fox was

entitled to 10 percent of 1,600,000 shares. Mr. Fox and Mr. Unter-
myer claimed that Mr. Fox was entitled to 20 percent, or 320,000
shares of the stock.

Senator COTJZENS. HOW did they arrive at that 10 or 20 percent,
do you know ?

Mr. DODGE. Under the terms of this agreement, they said they
were entitled to 20 percent. Meantime the stock had gone way up,
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and at the time that the other 90 percent of the stock was ready to
be paid for, Mr. Fox did not appear to take up his 10 percent, and
the other 10 percent was taken up for him.

Mr. PECORA. Who negotiated this contract, Mr. Clarke and Mr.
Fox?

Mr. DODGE. Mr. Clarke.
Mr. PECORA. YOU did not participate in the negotiation of this

contract ?
Mr. DODGE. NO, sir. I never met Mr. Fox.
Mr. PECORA. But you, as one of the directors, approved it.
Mr. DODGE. Yes, sir.
Mr. PECORA. Without having studied it.
Mr. DODGE. NO ; I would not say that. I was told all the important

facts about it.
Mr. PECORA. By Mr. Clarke?
Mr. DODGE. Yes.
The CHAIRMAN. The committee will now take a recess until 10

o'clock tomorrow morning.
(Whereupon, at 4 p.m., Tuesday, Nov. 21, 1933, the subcommittee

adjourned until 10 o'clock the following morning.)

COMMITTEE EXHIBIT NO. 139, NOVEMBER 17, 1933

CHICAGO, I I I . , June SO, 1929.
J. E. MOAULEY, Esq.,

Chicago, III.
DEAR SIR: This will confirm the arrangement between us superseding all

previous agreements. You agree to sell or cause to be sold to the undersigned
and/or purchasers designated by the undersigned, all of the capital stock of
The J. E. McAuley Manufacturing Co., an Illinois corporation, at and for the
sum of $1,131,422.93 (subject to the reservation and deposit in escrow of
$150,000 thereof, as hereinafter stated. Contemporaneously with the payment
therefor you shall pay said corporation the sum of $16,352.05, owing by you
to said corporation.

It is further understood and agreed that any liabilities of said The J. E.
McAuley Manufacturing Co., at June 30, 1929, in excess of $28,575.87 shall be
paid and discharged by you.

It is further understood and agreed that the business of said The J. E.
McAuley Manufacturing Co. has since June 21, 1929, and will be after the date
thereof, conducted in the usual and ordinary manner and that no unusual
or extraordinary expense will be incurred and that no dividend has been
declared subsequent to June 21, 1929, and that no dividend will be declared
and/or paid after the date thereof, it being the intent hereof that the net
earnings of said corporation accruing after June 21, 1929, shall remain in the
corporation until the consummation of the purchase of the capital stock of
said corporation as herein provided.

It is further understood and agreed that the sum of $150,000 shall be with-
held from the purchase price for said capital stock and that said sum of
$150,000 shall be invested in securities approved by the undersigned, which
securities shall be placed in escrow with the Continental Illinois Bank & Trust
Co., Chicago, 111., for a period of 6 years from the date of payment for said
capital stock, for the purpose of indemnifying the undersigned and/or his
assigns against any and all liabilities of said The J. E. McAuley Manufac-
turing Co. in excess of said sum of $28,575.87 hereinabove mentioned. Said
escrow agreement shall be in form mutually satisfactory to us.

If the foregoing is acceptable to you please indicate your acceptance by
signing below, which will constitute a contract between us.

H. CLARKE.
Accepted.

(Signed) J. E. MCAULEY.
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COMMITTEE EXHIBIT NO. 140, NOVEMBER 17, 1933

This agreement, made this 27th day of April 1929, hy and between Clarence
S. Ashcraft and Mary G. Ashcraft, his wife, both of Los Angeles, Calif., for
themselves jointly and severally, hereinafter called the sellers, and H. B.
Van Duyne, also of Los Angeles, Calif., hereinafter called the buyer.

WITNESSETH

1. The sellers hereby make the following representations and warranties,
which warranties shall survive the purchase if made hereunder:

(a) That they are copartners, trading under the name and style of Ashcraft
Automatic Arc Co., hereinafter sometimes referred to as the partnership; that
said copartnership owns a business of manufacturing and selling electric arc
lamps, located at Los Angeles, Calif.

(&) That the gross sales of the partnership for the year ended December 31,
1928, were not less than $131,385, and that the net earnings of the partnership,
after depreciation, taxes, income taxes, and other charges including salaries,
for the 12 months ended December 31, 1928, were approximately $35,479.

(c) That the accounts receivable and physical assets of the partnership, in-
cluding in such physical assets furniture, fixtures, jigs, dies, tools, patterns,
machinery, and merchandise on hand at the date of the inspection thereof, as
hereinafter provided, and at the date of the consummation of the purchase of
the property, business, and assets of the partnership, as hereinafter provided,
will be approximately $85,200 and the liabilities approximately $24,000.

(d) That the partnership owns an assignable license to manufacture and
sell electric arc lamps under the following letters patent:

General Electric licenses.
Heinrich Beck No. 1,029,787, dated June 18, 1912.
Heinrich Beck No. 1,313,666, dated August 19, 1919.
Heinrich Beck No. 1,086,311, dated February 3, 1914.
These licenses are for motion picture purposes only.
Clarence S. Ashcraft Patent No. 1,684,655, dated September 18, 1928.
2. In consideration of the sum of $10,000, receipt whereof is hereby acknowl-

edged by the sellers, the sellers hereby grant the buyer the right and option
to purchase at any time within 90 days from the date hereof, subject to the
verification of the buyer, as hereinafter provided, of the foregoing representa-
tions, and each of them, all of the property, business, and assets of every kind
and nature of the partnership, including therein all of the property described
in subparagraph (c) of paragraph 1 hereof, and all claims, insurance, securities,
contracts, agreements, leases, leasehold interests, licenses, books of account,
records, files, documents, trade marks, trade names, trade rights, patents,
patent rights, held, owned, possessed, or exercised by the sellers in connec-
tion with the business of the partnership, and the goodwill of said business
and the right to use the name of the partnership, or a similar name, as a
corporation or partnership by the buyer or his assigns for the purpose of
carrying on the business of manufacturing and selling electric arc lamps to be
used for motion picture purposes and/or motion-picture appliances of any nature.
The purchase price for said property, business, and assets shall be the sum of
$150,000.

3. The sellers shall grant permission to a reputable accountant or firm of
certified public accountants selected by the buyer to make an examination of
the properties, books of account, records, and papers of the partnership for the
purpose of verifying the' representations made herein and for the purpose of
determining the amount of the net earnings for the 4-year period ended
December 31, 1928. Said accountants shall be allowed ninety days from the
date hereof within which to complete their examination of the properties, books
of account, records, and papers of the partnership.

4. In the event the buyer exercises this option, the purchase price shall be
paid as follows: $25,000 cash upon delivery to the buyer of executed bills of
sale and/or other documents, including such other documents showing compli-
ance with the bulk sales law of California, as are satisfactory to counsel
for the buyer. The balance of $125,000 shall be payable in five equal install-
ments of $25,000 each, the first installment to be paid six months from the
date of the first payment of $25,000 and each of the remaining installments
shall be payable at intervals of six calendar months from the date of the
preceding installment. Each installment shall bear interest at the rate of
6 percent per annum.
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5. It is further agreed, in the event this option is exercised, that the sellers
shall cause to be executed a lease on those portions of the building now occu-
pied by them for a period of 5 years at a rental of $200 per month.

6. It is further agreed, in the event said option shall be exercised, that Clar-
ence S. Ashcraft shall, at his option, enter the employment of the buyer, or the
partnership or corporation wlrch shall acquire the business of the partnership,
as superintendent of the shop at a salary of $500 per month; said employment
shall, at the option of the said Clarence S. Ashcraft, continue for a period
not to exceed 5 years; and said Clarence S. Ashcraft shall agree during the
said period, and for a period of 5 years after the period of said employment,
not to engage or become interested directly or indirectly in any electric arc-
lamp business for motion-picture studio and/or theater purposes or electric
arc-lamp parts business for said studio and/or theater picture purposes and/or
motion-picture appliances of any nature, other than with the buyer or his
assigns, in Los Angeles County, California, or in any State of the United States,
except the State of Montana.

7. This contract shall inure to the benefit of the personal representatives,
executors, administrators, and assigns of the part'es hereto.

(Signed) MARY G. ASHCRAFT.
CLARENCE S. ASHCRAFT.

STATE OF cuuranm, H - a V A N D U T N B -
County of Los Angreles, ss:

On this 6th day of May, A.D. 1929, before me, L. R. Vermille, a notary
public in and for said county and State, personally appeared Mary G. Ash-
craft, Clarence S. Ashcraft, and H. E. Van Duyne, known to me to be the per-
sons whose names are subscribed to the within instrument, and acknowledged
to me that they executed the same.

In witness whereof I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

[SEAL.] L. R. VERMILLE,
Notary puolio m and for said county and State.

COMMITTEE! EXHIBIT No. 141, NOVEMBER 17, 1933
CHICAGO, I I I . , July Uh 1929.

Mr. HARRY H. STRONG,
Toledo, Ohio.

Dear SIR: This will confirm the arrangement between you and the under-
signed as follows:

On April 29, 1921, an agreement was entered into between the Strong
Electric Co., an Ohio corporation, and Harry H. Strong, of Toledo, Ohio,
therein called the sellers, and J. E. McAuley, of Chicago, 111., therein called
the buyer, in and by which said agreement there was to be sold to the buyer
the property, business, and assets of the Strong Electric Co.

The undersigned is the assignee of J. E McAuley and of all right, title,
and interest in and to said agreement.

It has been agreed between you and the undersigned that said agreement
of April 29, 1929, shall be cancelled and that in consideration thereof you
shall sell, or cause to be sold, to the undersigned and/or his nominee, the
entire issued and outstanding capital stock of the Strong Electric Co., an Ohio
corporation, at and for the price of $416,000; it being further agreed that all
representations and warranties contained in said agreement of April 29, 1929,
are made herein as effectually as if incorporated herein in full.

It is further understood and agreed that you shall on or before December
1, 1929, deposit with Continental Illinois Bank & Trust Co., of Chicago, 111.,
$75,000 par value of United States Liberty bonds to be held in escrow by said
bank for the term of 6 years to indemnify the undersigned and/or a corpora-
tion to be organized by him to acquire the property, business, and assets of
the Strong Electric Co., an Ohio corporation, against any and all liabilities
of said the Strong Electric Co. that might accrue to said new corporation
and/or the undersigned.

If the foregoing is acceptable to you, please indicate your acceptance in the
space provided below, which shall constitute a contract between us.

Yours very truly,
H. CLARKE.

Accepted:
HARRY H. STRONG.
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COMMITTEE! EXHIBIT NO. 142

This agreement made this 12th day of April 1929, by and between Theodore
Hall and Joseph Connolly, of New York, N.Y., hereinafter called the sellers*
and J. E. McAuley, of Chicago, 111., hereinafter called the buyer.

Witnesseth: 1. The sellers hereby make the following representations an<f
warranties, which representations and warranties it is agreed shall survive the
consummation of the purchase herein contemplated to be made:

(a) That they own or control 305 shares, being the entire issued and out-
standing capital stock of Hall & Connolly, Inc., a corporation of the State of
New York, hereinafter sometimes referred to as the corporation; that said,
capital stock is full paid and nonassessable.

(&) That the financial condition of the corporation is now and at the date?
of the consummation of the purchase herein contemplated to be made will be at
least as good as is reflected by the balance sheet of the corporation as of
December 31, 1928, a copy of which is annexed hereto, made a part hereof and
marked " Exhibit A."

(o) That the net earnings of the corporation after depreciation, obsolescence
but before the payment of Federal income taxes and before the payment of
salaries to Theodore Hall and Joseph Connolly, for the 12 months endedS
December 31, 1928, were not less than $30,000.

{d) That the cash, accounts receivable, and physical assets of the corpora-
tion including therein furniture, fixtures, jigs, dies, tools, patterns, machinery,
and merchandise on hand at the date of the inspection thereof, as hereinafter
provided, and at the date of the consummation of the purchase of the capital
stock of the corporation, as hereinafter provided, will be not less than $60,000.

(e) That the corporation or the sellers now own or will acquire and wilL'
assign to the buyer an exclusive assignable license, for the full life of the
patents hereinafter referred to, from Elmer A. Sperry and/or the Sperry Gyro-
scope Co., Inc. (formerly known as the Sperry Gyroscope Co.), to manufacture
and sell electric arc lamps under the following letters patent granted to
E. A. Sperry and/or Sperry Gyroscope Co., Inc.; Nos. 1,227,210, 1,328,311,
1.428,510, 1,357,827.

2. The sellers agree to sell or cause to be sold, and the buyer, subject to his
verification of the foregoing representations, as hereinafter provided, agrees to-
buy, all the issued and outstanding capital stock of the corporation, at and for
the price of $160,000.

3. The buyer shall forthwith deposit with the Chase National Bank tite sum-
of $12,000, which said sum shall be held in escrow by said bank, as hereinafter
provided.

(a) The sellers shall cause permission to be granted to a reputable person
or firm of certified public accountants selected and paid by the buyer and satis-
factory to the sellers to make an examination of the properties, books of ac-
count, records and papers of the corporation for the purpose of verifying the-
representations made herein. Said accountants shall be allowed from date
90 days within which to complete their examination of the properties, books of
account, records and papers of the corporation. Said accountants shall also
be granted permission to make an examination of the books of account of said
corporation for the 4 years ended December 31, 1928. The sellers shall also
cause permission to be granted to counsel for the buyer to make an examination1

of the corporate records and stock books of said corporation to determine the
authorized and outstanding capital stock of the corporation and whether the
same is full paid and nonassessable.

(&) In the event said accountants shall have verified the representations
and each of them herein made by the sellers, then the buyer shall complete
said purchase and shall pay to the sellers the additional sum of $128,000
on or before the expiration of said 90-day period, and said sum of $12,000*
hereinbefore provided for, shall be paid by said depository to the sellers,
both of such payments to be made against the delivery to the buyer, of all1

the issued and outstanding capital stock of the corporation duly indorsed
in blank, together with the resignations of the officers and directors of the-
corporation, provided, however, that the buyer may elect not to consummate1

said purchase, in which event it is agreed that the sum of $12,000% shall be-
paid by said depository to the sellers as agreed and as liquidated damages,
said $12,000 to be accepted by the sellers as full satisfaction for all claims
hereunder.

(c) In the event said accountants are unable to verify the representations
and each of them of the sellers herein made, the said sum at $12,000 shall
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be returned by said depository to the buyer and the buyer shall be under no
further obligation under this agreement.

4. In the event that said purchase shall be consummated, it is agreed between
the parties hereto that the sum of $20,000, being the balance of the purchase
price, shall be deposited at the same time with the depository aforesaid by the
buyer, which said sum shall be held in escrow to indemnify the buyer against
any loss or liability on account of accounts receivable, bad debts, and for
liabilities not disclosed by the books of the corporation. Said amount of
$20,000 shall be paid to the sellers at the expiration of 9 months from the date
of consummation of said purchase less the amount of any uncollected accounts
and accounts receivable and less any amounts paid for any liabilities or obliga-
tions not disclosed by the books of the corporation at the date of the consumma-
tion of the purchase and which the corporation shall have paid subsequent to the
consummation of the purchase. Such sums or amounts so withheld or deducted
shall be paid by the said depository to the buyer and any such uncollected
accounts receivable shall be assigned by the buyer to the sellers.

5. The sellers agree that the business of the corporation shall continue to be
conducted in the ordinary course and that no unusual or extraordinary expenses
shall be incurred and that no dividend has been or will be declared between the
date hereof and the date of the consummation of the purchase herein contem-
plated to be made, it being understood that the net earnings of the corporation
from and after the date hereof shall accrue to the benefit of the buyer.

6. In the event that said purchase is consummated, the sellers agree that they
will promptly discharge and satisfy the accounts payable and all liabilities of
the corporation whatsoever.

7. It is further agreed that the sellers, and each of them, shall, in the event
of the consummation of said purchase, then contemporaneously at the request
of the buyer, cause to be executed a contract or contracts with the buyer and/or
the corporation by which the sellers and each of them shall obligate themselves,
respectively, for a period of 7 years after the consummation of such purchase,
not to engage or be or become interested, directly or indirectly, as individuals,
partners, stockholders, directors, officers, employees, or lenders of money, in or
to any electric arc lamp business or electric arc lamp parts business other than
with the buyer or the corporation to be organized by him within any State of
the United States, except the State of Montana.

8. This contract shall inure to the benefit of the personal representatives,
executors, administrators, and assigns of the parties hereto.

In witness whereof the parties hereto have hereunto set their hands and seals
the day and year first above written.

In the presence:
THEODOEE HALL.
JOSEPH J. CONNOLLY.
J. E. MCATJLEY.

Balance sheet of Hall & Connolly, Inc., per hooks Dec. 81, 1938

Assets:
Cash in banks $7,281. 75
Petty cash 11.53
Accounts receivable 34, 894.90
Notes receivable 1, 500.00
Inventory 19,998. 08

Machinery and equipment 9,953. 70
Furniture and fixtures 2,672.73
Tools and dies 3,356.33

15,982. 76
Reserve for depreciation 3, 716.45

Deposits 705.00
Bent prepaid 500.00

Total assets 77,157. 57
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Balance sheet of Hall & Connolly, Inc., per looks Dec. 31, 1933—Continued

Liabilities:
Accounts payable $9,447. 50
Bills payable „ .- 4,000.00
Royalties payable 45.00
Commissions payable 108. 60
Due to. J. J. Connolly 4.970.00
Due to Theodore Hall 5,420. <X>

Total liabilities - 23,991.10

Capital:
Capital stock 33,000.00
Surplus Jan. 1, 1928 $4,630.88
Net profit year ending Dec. 31, 1928 15,535.59

Surplus Dec. 31, 1928 20,166.47

Capital and surplus 53,166.47

77,157.57
We hereby certify that the above financial statement represents, in our

opinion, the true financial condition of Hall & Connolly, Inc., as of December 33ir
1928.

The inventory was accepted as submitted to us and appears to be reasonably
stated. Accounts receivable past due items included herein amount to ap-
proximately $3>500.

L. B. PROSNITZ & Co.,
Per LUDWIG B. PBOSNITZ, C.P.A*

APRIL 13, 1929,
T H E CHASES NATIONAL BANK OF THE CITY OF NEW YORK,

18 Pine Street, New York City.
GENTLEMEN: The undersigned, J. E. McAuley, herewith deposits with you

the sum of $12,000 to be held by you in escrow according to the following terms
and conditions:

1. The said sum is to be released by you at any time upon the joint request
of the undersigned and Messrs. Theodore Hall and Joseph Connolly, the said
sum to be paid to such person or persons as the said joint request shall
designate.

2. In the event that you do not receive from the undersigned and Messrs.
Hall and Connolly a joint request for the disposition of said sum on or before
the expiration of 90 days from the date hereof, you are to pay the said sum
forthwith to Messrs. Hall and Connolly; provided, however, that if the under-
signed so notify you within the said 90 days' period not to pay the said sum
to the said Messrs. Hall and Connolly, you shall continue to ho'd the same
until released by the joint request of the undersigned and the said Messrs,
Hall and Connolly regardless of the lapse of any time or until you are directed
to pay it over by order of a court of competent jurisdiction.

It is understood and agreed that you shall assume no responsibility in con-
nection with the deposit of the said sum other than the safekeeping thereof, and
it is further understood that your expenses, if any, in connection with the said
deposit will be reimbursed and you shall have prior charge on said fund Jcor
such reimbursement. The bank's compensation for its services shall be the
interest earned on the sum deposited herewith.

The signatures of Messrs. Hall and Connolly are as follows:

The undersigned acknowledges receipt of check of J. E. McAuley on the Mid
City Trust & Savings Bank, of Chicago, 111., in the amount'of $12,000, the
proceeds of which upon collection are to be held by it pursuant to the terms
hereinbefore set forth.
In triplicate. THE CHASE NATIONAL BANK OP THE CITY OF NEW YORK,

By J. R. KANE, Second Vice President.
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The J. E. MOAULEY MANUFACTURING CO.,
Chicago, III.

GENTLEMEN : Beg to confirm our offer made to you through your Mr. J. E.
McAuley, good for 30 days, which is as follows:

If you will agree within the above period to enter into a contract for the
purchase of our company for $160,000, payable within 45 days from the signing
ot the contract, we will agree that our gross for the year 1928 was no less than
-$170,000 and our net no less than $20,000, and the fiscal inventory $60,000.
You agree, on signing the contract, to deposit $12,000 with Manufacturers Trust
Co., Canal Street branch, New York City, as liquidated damages in case you
4o not carry out the contract.

The representations as to our gross and net are subject to audit and
verification by your auditors. The money to be deposited on the signing of
the contract to be returned to you in case it is found that the gross and net
are less than represented.

Very truly yours,
HALL & CONNOLLY, INC.,

JOSEPH J. CONNOLLY,
Treasurer,

Accepted:

COMMITTEE EXHIBIT NO. 143, NOVEMBER 17, 1933

This agreement made this 6th day of June, 1929, by and between H. F.
Boeger and George A. Mitchell, both of Los Angeles, Calif., hereinafter called
the " sellers ", and H. L. Clarke, of Chicago, 111., hereinafter called the " buyer ".

WlTNESSETH

1. The sellers agree to sell or cause to be sold and the buyer agrees to pur-
chase or cause to be purchased, as hereinafter provided, all of the property,
business and assets of every kind and nature of the Mitchell Camera Co., a
California corporation, hereinafter sometimes referred to as the corporation, in-
cluding in such property, business and assets, furniture, fixtures, jigs, dies, tools,
patterns, machinery, merchandise on hand, claims, insurance, securities, choses
in action, contracts, agreements, leases, leasehold interests, L censes, trade
marks, trade names, trade rights, brands, patents, applications for patents,
patent rights, also all cash and accounts receivable received by or becoming due
to the corporation after June 30, 1929, and the good will of the business of the
corporation or a similar name by or in connection with a corporation to be
organized by the buyer to carry on a business similar to that carried on by the
•corporation. The sellers also agree to cause to be conveyed to the buyer free
and clear of all liens, claims and encumbrances the real estate and improvements
toeing constructed thereon, situated in West Hollywood, county of Los Angeles,
State of California, more particularly hereinafter described, being the proposed
•new manufacturing plant, offices and administration building of the corpora-
tion, said improvements to be fully completed in accordance with the existing
plans and specifications relating thereto, with equ pment and machinery to be
installed therein.

The description of said real estate is as follows:
tLots 36 and 38, Winetka tract, and lots 7 and 8 of tract no. 3585 of the

county of Los Angeles, State of California.
2. The sellers hereby represent and warrant that the corporation now owns

or will acquire all letters patent under which it manufactures its products,
said patents to be included in the assets to be sold to the buyer.

3. The purchase price of said property, business, and assets shall be the
•sum of $1,475,000, payable as herein provided.

4. The buyer shall forthwith deposit with Continental Illinois Bank & Trust
Co., Chicago, 111., the sum of $100,000, which said sum shall be held in
-escrow by said bank and applied on the purchase price as herein provided.

(a) The buyer shall forthwith proceed to cause to be organized a corpora-
tion to acquire the assets, business, and property of the corporation (herein-
above described) for convenience hereinafter called the "New Corporation."
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The details of the organization of the corporation and the charter provisions
shall be subject to the approval of counsel of the sellers and the buyer, said
organization to be completed on or before July 1, 1929. The corporation shall
have an authorized issue of preferred stock in the amount of $1,000,000, con-
sisting of 10,000 shares of the par value of $100 per share, said preferred
stock to be cumulative as to dividends in the amount of 7 percent per annum.
Said preferred stock shall be fully paid and nonassessable. The charter of
the new corporation shall contain certain restrictions on corporate action as
set forth in Schedule A, annexed hereto and made a part hereof.

(&) On or before September 1, 1929, the buyer shall cause to be deposited
with said Continental Illinois Bank & Trust Go. an additional sum of $375,000,
and 10,000 shares of the preferred stock of the new corporation, together with
an agreement by the new corporation and H. L. Clarke jointly and severally
to purchase from the seller said 10,000 shares of preferred stock of said new
corporation at the par value thereof, $100 per share, plus accrued dividends
thereon at the rate of 7 percent per annum, to be taken up and paid for as
follows: One thousand shares to be so purchased on or before October 1, 1929;
and ] ,000 shares on the first day of each succeeding month thereafter until the
10,000 shares shall have been purchased and paid for, provided, however, that
the buyer may at his option purchase at any time all of said preferred stock
by paying the par value thereof plus accrued dividends thereon to the date of
purchase.

(c) Said $475,000 so deposited with said bank, together with the 10,000 shares
of the preferred stock of the new corporation and the agreement to purchase
the same as above provided, shall be delivered by said bank to the sellers or
their nominee against the delivery to said bank for the account of the buyer
or his nominee of all properly executed bills of sale and/or instruments of title
necessary to vest in the buyer or his nominee all right, title and interest in
and to the property, business, and assets of the corporation.

(d) Interest on said $475,000 shall be paid at the rate of 7 percent per annum
from July 1, 1929, and dividends on said preferred stock shall be cumulative
from July 1, 1929.

In the event that the buyer does not perform the terms and conditions hereof
as above set forth, then the said sum $100,000 first to be deposited with Conti-
nental Illinois Bank & Trust Co. shall be paid by said bank to the sellers and
same shall be retained by the sellers as consideration given to the buyer by the
sellers dated April 12, 1929, and as liquidated damages.

5. The sellers agree that the business of the corporation shall continue to be
conducted in the ordinary course and that no unusual or extraordinary ex-
penditure shall be made and that no dividend, will be declared or paid after
June 30, 1929, it being the agreement of the parties hereto that all of the net
earnings of the corporation accruing from and after July 1, 1929, shall accrue
to and belong to the buyer.

6. It is further agreed that the sellers shall, contemporaneously with the
consummation of the purchase hereunder, cause to be executed a contract or
contracts with the new corporation by which the sellers shall obligate them-
selves for a period of 5 years after the consummation of such purchase not
to engage or to become interested, directly or indirectly, as an individual,
partner, or stockholder, (Ji^ctor or officer or employee in or to any motion-
picture camera business, other than with the buyer or the new corporation.

7. The sellers and each of them further agree that at the request of the
buyer they shall become employed by the new corporation in the same capaci-
ties as they now serve with the corporation for a period of at least 1 year
and at a salary for each of them of $25,000 per annum, payable monthly,
beginning July 1, 1929.

8. The buyer and/or his assignee shall cooperate with the sellers in the
collection of any and all accounts receivable of the old corporation due and
owing to the corporation prior to July 1, 1929, and shall permit the collection
for the account of the sellers by the new corporation at the office of the new
corporation of said accounts.

9. The buyer hereby guarantees and indemnifies the sellers, and each of
them, from and against any and all stockholders' liability and/or any and all
other liability and/or obligations of any kinds, natures or descriptions, at-
taching to, or which may at any time attach to, the 10,000 shares of preferred
stock to be deposited with said bank for the sellers by the buyer.
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10. This contract shall inure to the benefit of the heirs, personal repre-
sentatives, executors, administration, and assigns of the parties hereto.

In witness whereof the parties hereto have executed this agreement as of the
day and year first above written.

H. F. BOEGEB,
GEORGE A. MITCHELL,

By H. F. BOEGEB, Attorney-in-fact.
Sellers.

H. L. CLARKE, Buyer.
Witness:

O. E. KOEGEL.
SCHEDULE A

The charter of the new corporation shall contain among the provisions re-
lating to the 7 percent cumulative preferred stock, of which there shall be
authorized 10,000 shares of the par value of $100 per share, the following:

Unless with the affirmative vote or written consent of the holders of 100 per-
cent of the shares of preferred stock at the time outstanding (in addition to
any other vote or consent at the time required by law), the corporation shall
not:

1. Authorize or issue any stock or class of stock having a priority or pref-
erence over the preferred stock as to earnings or assets; or

2. Increase the authorized amount of preferred stock; or
3. Amend the provisions of the charter so as to alter or change the pref-

erences given to the preferred stock; or
4. Grant or assume any mortgage, lien, or other encumbrances upon any of

its property or assets, real, personal, or mixed; this provision, however, is
not to prohibit the giving of any purchase money mortgages or the purchasing
of property already subject to mortgages; or

5. By sale, lease, merger, consolidation or otherwise, dispose of a substan-
tial part of the business and assets of the corporation, including any manu-
facturing plant now or hereafter held by the corporation, or any substantial
portion of such plant.

The charter of the new corporation shall also provide that the preferred
stock shall have full voting power for the election of directors and other
purposes, which voting power shall be cumulative.

CHICAGO, I I I . , June 6, 1929.
Mr. H. L. CLARKE,

Chicago, III.
DEAR SIR : This will confirm the understanding between us as follows:
Of even date herewith there has been entered into between you and the

undersigned an agreement relating to the sale of the property, business and
assets of the Mitchell Camera Corporation, a California corporation.

It is understood and agreed that you shall have the right to have an ac-
countant of your selection, and satisfactory to the undersigned, make an exam-
ination of the books of account and records of the Mitchell Camera Corpora-
tion, with a view of determining the assets and earnings of the corporation.

It is further understood and agreed that you shall have the right and
option, on or before July 10, 1929, by notice in writing to the undersigned, to
rescind the aforesaid agreement between us executed of even date and con-
temporaneously herewith. In the event you so elect to rescind, the $100,000
on deposit with the Continental Illinois Bank & Trust Co. shall be returned to
you and both you and the undersigned shall be released of all liability under
said agreement. In the event you do not give such notice on or before July
10, 1929, said agreement shall remain in full force and effect.

Very truly yours,
H. F. BOEGEB,
GEORGE A. MITCHELL,

By H. F. BOEGER,
Attorney in Fact.

Witness:
O. E. KOEGEL.

Accepted:
H. L. CLARKE.

(The printed circular of General Theatres Equipment common stock voting
trust certificates is inserted at this point in the record.)Digitized for FRASER 

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



STOCK EXCHANGE PRACTICES 3573

GENERAL THEATRES EQUIPMENT, INO.

COMMON STOCK, VOTING TBUST CERTIFICATES (WHEN, AS, AND IF ISSUED)

Pynchon & Co., members of the New York Stock Exchange, 111 Broadway,
New York. Uptown offices: Madison Avenue and Forty-third Street and
Savoy-Plaza Hotel. 112 West Adams Street, Chicago, 111. 408 Broadway,
Milwaukee, Wis. 1 Drapers Gardens, London. Exchange buildings, Liverpool.
25 Cross Street, Manchester. While the information contained herein is not
guaranteed, it has been obtained from official sources. July 13, 1929.

Capitalization

{Upon completion of the present financing, and upon consummation of the exchanges of securities offered tc
stockholders]

Authorized Outstand-
ing

15-year 6 percent convertible gold debentures due 1944.
Common stock, no par value _

$6,000,000
15,000,000

$6,000,000
i 2 2,026,250

i Shares.
J Of this total 376,250 shares are reserved for exchange offers to stockholders.

EARNINGS

The following earnings of the companies and businesses to be acquired (as
above set forth) are based upon actual operations for the 12-month period
ended on May 31, 1929, and for the calendar years 1929 and 1930 on estimates
as to contracts or commitments now at hand or presently to be acquired:

Year ended

Net income before Federal income taxes -- - -
Maximum annual interest requirements on $6,000,000. 15-year 6 per-

cent convertible gold debentures due 1944

Total . . .
Equivalent per share on 2,026,250 shares common stock

May 31,
1929

$2,283,530

360,000

1,923,530
0.94

Dec. 31,
1929

$4,465,000

360,000

4,105,000
2.02

Dec. 31,
1930

$10,655,000

360,000

10,295,000
5.08

MANAGEMENT AND GENERAL

The motion-picture industry today is the fifth largest industry in the United
States, with a capital investment of approximately $1,750,000,000. There are
about 20,000 motion-picture theaters in the United States, with a seating
capacity of approximately 16,500,000, and a weekly attendance of over
100,000,000. It is conservatively estimated that the annual receipts of the
motion-picture houses total more than $800,000,000.

It occupies an impregnable position among the industries of the United States.
Its business is little affected by business depressions, due to the popular prices
of its programs, and with the favorable public relations which it enjoys, the
widespread appeal of the talking movie and the remarkable improvements in
the methods of projection and presentation, it appears that the motion-picture
industry now stands on the threshold of a new era of prosperity and expansion.

General Theatres. Equipment, Inc., will constitute a complete unit for the
manufacture, distribution, installation, and servicing of all types of equipment
and supplies used in the operation of motion-picture and general theatres.

The management of the corporation will continue to be vested in the hands of
those who have been responsible for the successful operation of the businesses
being acquired. In order to insure a continuity of the present successful man-
agement, all of the common stock will be placed under a voting trust agreement,
expiring July 1, 1939, under which Mr. H. L. Clarke, Mr. W. F. Ingold, and
Mr. W. S. Hammons will act as voting trustees.
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General Theatres Equipment, Inc., should be able to effect very substantial
economies in operation due to its large purchasing power and the benefits of
centralized operation and management of the businesses to be acquired.

The registrars for the common stock will be The Chase National Bank of the
city of New York and the Continental-Illinois Bank & Trust Co. of Chicago;
the transfer agents will be Commercial National Bank & Trust Co. cf New
York and the office of the corporation in Chicago.

Mr. H. L. Clarke, President of Cteneral Theatres Equipment, Inc., has fur-
nished the following information regarding the company and its issue of
common stock:

ORGANIZATION AND BUSINESS

General Theatres Equipment, Inc., a Delaware corporation, will own in excess
of 60 percent of the outstanding common stocks of International Projector
Corporation and National Theatre Supply Co. and all of the outstanding com-
mon stock of Theatre Equipment Acceptance Corporation. Upon acceptance
of the exchange offers now being made, General Theatres Equipment, Inc.
will own all of the outstanding common stocks of these companies. The pro-
ceeds of present financing will provide funds with which to acquire all of the
outstanding funded debt and preferred stocks of these companies. The corpora-
tion will also acquire 50 percent of the outstanding capital stock of Grandeur,
Inc., which will acquire through a wholly-owned subsidiary all of the business
and assets of Mitchell Camera Co. General Theatres Equipment, Inc. will also
acquire all of the outstanding capital stock of Hall & Connolly, Inc. and through
wholly owned subsidiaries the properties, businesses and assets of The Strong
Electric Company, J. E. McAuley Manufacturing Co., and Ashcraft Arc Lamp
Co.

International Projector Corporation manufactures in excess of 75 percent
of the motion picture projectors used throughout the world, many of its prod-
ucts also being used by churches, schools, and large industrial concerns. Inter-
national Projector Corporation has been in the fore-front in adapting its projec-
tion apparatus to the sound motion picture, and controls important patents in
sound projection equipment. During the past two years it has developed several
new types of motion p'cture machines which are expected to revolutionize the
industry. These machines have been perfected to a degree where the pictures
are projected in such manner that an illusion of a third dimension is given.
The corporation sells a large portion of its products to the Western Electric
Co., Radio Corporation of America, Loew's, Inc., Fox Film Corporation, Para-
mount-Famous Players-Lasky Corporation, and to other large users.

National Theatre Supply Co. maintains a nation-wide distributing
organization which sells all types of equipment used in theaters. I t
operates 30 stores and warehouses in principal cities of the United
States, and services booth equipment in over Y5 percent of all motion-
picture theatres in the United States. The company has exclusive
selling arrangements for products of International Projector Cor-
poration, except those held by Grandeur, Inc.

Grandeur, Inc., was organized to distribute and service the new
types of motion-picture projectors which have been developed by
International Projector Corporation. The new equipment will be
leased by Grandeur, Inc., on a rental basis for a period of 10 years
after installation. Grandeur, Inc., has entered into a contract un-
der which Fox Theatres Corporation, or any affiliated company,,
agrees to lease all projecting equipment of the new type required by
it, or any subsidiary or affiliated company, on this basis.

Mitchell Camera Co. manufactures professional cameras for both
the silent and sound pictures, its products being used by the fore-
most producers of motion-picture films. The corporation has de-
veloped new types of equipment in connection with the production
of sound pictures, placing it in a most favorable position in this
growing branch of the industry.
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Theatre Equipment Acceptance Corporation finances commercial
paper taken for theater equipment and secured by contracts of con-
ditional sale, chattel mortgages^ etc.

J. E. McAiiley Manufacturing Co., Hall & Connolly, Inc., the
Strong Electric Co., and Ashcraft Arc Lamp Co. manufacture projec-
tion lamps used in theaters. Sound and talking pictures require
larger and more powerful light sources resulting in a wide-spread
demand for more of the efficient lamps of the types manufactured
by these companies.

COMMITTEE! EXHIBIT No. 152, NOVEMBER 21, 1938

(The two-page photostatic reproduction of market quotations of General
Theaters Equipment stock will be found only in the chairman's copy.)

Date

General Theatres Equipment

Common (new) Common (old)
Preferred

July 15,1929
Aug. 1, 1929
Aus. 15, 1929
Sept. 1,1929
Sept. 15,1929
Oct. 1,1929
Oct. 15,1929
Nov. 1 (Oct. 31), 1929..
Nov. 15, 1929
Dec. 2,1929
Dec. 16, 1929
Jan. 2,1930
Jan. 15,1930
Feb. 1,1930.
Feb. 15,1930
Mar. 1,1930
Mar. 15,1930
Apr. 1,1930
Apr. 15,1930—
May 1,1930
May 15,1930 -
June 2.1930
June 16, 1930
July 1,1930-.
July 15, 1930
Aug. 1,1930
Aus. 15, 1930
Sept. 2,1930
Sept. 15, 1930
Oct. 1, 1930
Oct. 15, 1930
Oct. 16 . . .
Nov. 1, 1930
Nov. 15, 1930
Dec. 1, 1930
Dec. 10
Dec. 11
Dec. 15,1930
Jan. 2,1931
Jan. 15,1931
Feb. 2,1931
Feb. 16,1931
Mar. 2,1931
Mar. 16,1931
Apr. 1,1931
Apr. 15,1931
May 1,1931
May 15,1931
June 1,1931
June 15,1931
July 1,1931
July 9,1931

19

S

AM-

m
5

32 i .
34 »_
34 2.

33
32
Listed,

^ 3
Jan.

22

331/

2__
10%

Oct. 14, 35.1
Oct.l6,37M.»

34H-2

35.

27%.
24.
25.

Ik.
28.
20.

ny2.
9.
7. "•

1 New York Produce Exchange.
2 New York Curb Exchange,
a New York Stock Exchange.
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3576 STOCK EXCHANGE PRACTICES

Date
Fox
Film

Loew's,
Inc.,

commom
Date

Fox
Film
" A "

Loew's,
Inc.,

common

July 15,1929
Aug. l , 1929
Aug. 15, 1929
Sept. 1,1929
Sept. 15, 1929
Oct. 1, 1929
Oct. 15,1929
Nov. 1 (Oct. 31), 1929.
^ o v . 15,1929
Dec. 2, 1929
Dec. 16,1929
Jan. 2,1930
Jan. 15,1930
Feb. 1,1930
Feb. 15,1930
Mar. 1,1930
Mar. 15,1930
Apr. 1,1930.
Apr. 15,1930
May 1,1930
May 15,1930
June 2,1930
June 16,1930.
July 1,1930
July 15,1930

Aug. 1,1930-
Aug. 15, 1930.
Sept. 2,1930..
Sept. 15,1930.
Oct. 1,1930__
Oct. 15,1930.
Nov. 1,1930..
Nov. 15,1930.
Dec. 1,1930—
Dec. 15,1930.
Jan. 2,1931..
Jan. 15,1931..
Feb. 2,1931-
Feb. 16,1931.
Mar. 2,1931..
Mar. 16,1931.
Apr. 1,1931-
Apr. 15,1931.
May 1,1931-
May 15,1931.
June 1,1931—
June 15,1931.
July 1,1931..
July 9,1931-

8 New York Stock Exchange.
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