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EXTRACTS FROM STATEMENT OF LESLIE E. HENRY

Mr. Henry, you were connected with Blyth & Co. up .toc and lneiuding
December 31, 193327 j
Yes, !
The Morning Call in San Franciseo, and the Tribune here. The Tribune
was E, T. Zarl's paper, and I was his wire editor at San Franciseo. t
In what capaclty were you connected with the paper here?

I was a reporter. T covered the City Hall, !
A mumber of us were given common stock.

I receilved in the old company fifty shares which were with the
recapitalization or reorganization of the company later expanded to ;
275 shapes. !
Yas, I paid $6,000,00 for them. i
Did you pay that in cash?

Yan.,

#hat would you say the outside would have been? 21,000.00 or $1,500.007%!
Fomsibly.

Something in that neighborhood?
Yan,

In 192}, when you acquired the stoek, T assume it was in 192L, from what
you have stated, was any inguiry made by the firm as tc how von ware
golng to pay for 1t7

I think I told them how I was going teo pay for 1it.
money from my mother-in-law and pald for it.
Sometimes they ran as high as $1500.00 a month. :
My personal thought 1s that it was higher than $500.00 & month. I
would not want to be positive about it. My feeling is that it was in
sxcess of that. I had one payment from Blyth & Co. alone of 150% !
stock dividend of $9,000.00.

That was after you scquired the stock?

Yas. . o
That stock dividend of course, from the very definition of the firm,
was pald in stoek and not in cash?

IY was paid in cash. I mean a 150% cash dlvidend on the stock.

When was that?

That was along scmewhere between 26 end 28 but I cannot swear to the
date of that. . :
Nos The only dividerds declared on the stock were dividenda - I think |
the only dividends peld wers semi-annually, as I remember it. T would
not swear to 1t. They were not intended as rsal distributions on the
stock. In other worda, 1f anybody had their stock borrowed ageinst
during the verisd of purchase and somebody would not complete = purchaag
of shares 1t was intended that money would be such as to relieve them
of lnterest charges. In other words, they kept the money within the i
firm as far as poasible. It was not intendsed that Aividends from stock:
should be income. i
Apart from that $9,000.00 dividend or dlstribution, did you have any
other income from Blyth & Co. except your salary and commissiona and
auch dividends as were pald on the stock? i
No, I don't think I did, Mr. Lewinson. I was just trying to thinmk of i .
any. If thers was, 1t was negligible.

I had opened an office in Pasadens in 1919, '
Yes., They might have gone, as a matter of routine, through the hands

of a sales mansger 2t the time. They varised in practice., Thers was

¥r. Graham for a while and Mr. Sanford for a while.

Mr. Sanford who is with the Stock Exchange?

Yoa,

But in 1928 I had been in Los Angeles.

I borrowed tha E
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Let me ask you another guestion. ‘Yhat was the nature of Blyth & Co's
business? D14 1t embrace sales cf securities they had on hand, which
might be referred to as their own inventory, doing = brokerege business
of buying for the account of the customer, and also underwriting?

Ixact l'jro

It included all three.

Yes. !
“hen did they start underwriting?

They were members of the syndicate when I waa studylng in San Francisco.
They had underwritten previous to that. They were discussing a very
large igsue then for the Gensral Petroleum. They werse partial under-
writers.

Those were the three types of business that a security houss would be f
doing, or wers there additional types? That is, inventory, brokerags
and underwriting? '
Yaa, !
And they did all three. They sold their own inventory, they solicited
buginess and went into the market and bought securities to supply the
order they hed taken, snd then dlstributsd securitles that they them-
3slves had underwritten?

Yosx,

And during this early period you engaged in sales of all three types?
Yas.

Now coming to the question I asked and then passed, namely, as to the
technic or routine of deasling with the customer after vou had obtained
an crder. e will start a little shsad of that. TYou solicited the
customer and then you obtained a statement from the customer that he
will purchase securities of a certain kind. From that point forwanrd
how are the transactions handled during the period from 1916 to 1919%

I would telephone the corder inte Los ingelea. And if they desired they:
would send them a bill for the securities. If they had the seoumities .
on hand at the time they would sither mail them to me with the »ill or !
they would mail them to the client direct for delivery on draft against:
a bank appointed by the client.

They uwsed both methods?

Yoaa,

In taking the order from the customer, 4id you get a signed ordsr?
Very infrequently. o, we did not need those. i
That was not the ordinary practice then?

It was by word of mouth. .
Would the office in Los Angelea during that period of 1916 to 1919 mail:
a8 confirmation first?

Sometimes. That 13 much mors s practice of brokersege {lrms that bond
houses. While 1 think a confirmation should go out, that has not been
a regular practicea,

I never 4l1d any business with that particular house so I don't know
thelr vractice.

If you were uncertain of whom you were dealing with, lareely the
confirmation, I think, was used in order to establish their llability,
Yas,

As they had zlven the order, and their 1llability was crested, and you
agssumed & liabllity or brokerage. ‘henever the acquaintance with the
client had grown to & point whers you could Judge from his attitude

and financial responsibllity, it was very much word of mouth., For
instance, the pill would come ocut and on vayment 1f the securities were
not immediately aveilable the time when the sscuritles would available,
or 1n lleu of that 17 they wished, an interim certificate would be
delivered.

You mean where the securitlies were thelr own underwriting?

If we purchase bonds on the New York Exchange they might desire an
interim certificate pendlng the delivery of the bonds. !
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Who would executs that?

I could not tell you, Probably ths cashisr.

%oma one comnected with the Los Angeles offlice? .
BH. {
I suppomse very often the first thing they would do would be to =end a
letter of thanks to the customer?

If 1t was & new client. That was not followsd up in later transactlons.
After the relation with the customer was established we would not fol~

low that process.

You say there were two methods of delivery during that perlocd, onse
sending to a bank with draft attachsd and I assume notifylng the
customer that the securities were at the bank as against the draft, and

;he other sending the securities to you for personel delivery? |
Al . :

#haty caused one method to be wsed and not the other? ‘as that by some
conslderatlon of the reaponsibllity of tha customsre-” ’

No. Convenlence and other things. TFor inatance, I had cliesnts in

Slerra Madre. It 13 a2 long way to make delivery, and would take too

much time to make personal delivery. You might advise them that you

were sending the sscurities to the Bank of Sierra Madre, draft

attached. You would assume that the safety deposit was at the bank

and pay for the securities and have the securlties glven to them and

put them 1n the vox. That process 1s still pursued. &All houaes |

pursus 1t where it i3 difficult to reach the customer outside. In

Pasadena we have very little draft atteched business,

I suppese it depended In part upon the charsecter of the client., A

cliant of eztablished position and desirable means would more or less

receoive wlith dreft attached? :

No., Seome of them desired it that way. They would rather do that than

to come 1nto the ¢offlce and make dellvery. :

When you made dellivery you would make it largely to the house? You had

no office in Pasadena during this psricd from 1916 to 1919.

No. '

50 when they handed them ta you for delivery to the cllient, I suppose

that was done at the Los Angeles offlce? !

Yes, very frequently I would come in and got the bonds and talke them o

the people, and if they had not peid for them, get thelr check, or if

they had been paid for Just slmply have a recsipt from them for the
sscuritiea.

That was a part of your regular dutles?

It was deairable from a salesman's point of view to make dalivery

because it simply extenda hla contact. i

Wap .that routine followed with other salesmen as well as yourself?

I think so. i

NO exception was made in your case?

No. B

Were yourself and other salesmen under fidellty bonds at that time?

I am sure we were, Mr, Lawinson.

Do you think you have described as fully as you can the routine of the

business during that pertod from 1916 to 1919 and your relation to 1t?

Yes, I think so.

how coming to 1919, 43 I understand it, wou had a promoticn 1n that

year - that is to say '

Yesn, a promotion to this effect - that I would have en office of my owm
and with more convenlent equipment, with a stenographer, and alao
asgistant salesmen to help me in the development of the territory.

In other words, in that year a Pasedena sales office was esatablished,

and you were placed in charge of that office?

Yas.

While before you were simply a salesman in the Pasadena territory?

Yen.,

How long dld that continuet? Until 1925%
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I think that continmed until 1925, i
Will you glve us the history of the Pasadena office during that pertiod
and the end of your activities and vour relaticn to and contaests with
the firm and lts members? i
Well it was n very - except for the chang of personnel of salesmen that:
came ebout from time tc time |
Let me put it this way. Except for the change in personnel, this
statement of operatlon of the Pasadena office would just about cover it?

Yea; deliveries were made by registered mail to us to the Pasadena
office.

i
Trom Loa Angeles? !
From Los Angeleas. Sometimessecurities were plcked up in Los Angeles !
and brought over, but ordinarily they were sent over by registered maill

Inatead of sending the checkas direct to Loa Angeles, we deposited them |
1n a Pasadena bank account and then forwarded our own check to Los L«
Angelas. (

You deposited the money in Pasadena and then made your own check out to
Los Angeloes?

Yeon,

do ahead.

Other than directing the efforts of other salesmen who were with me,
and selling mwaelf, I don't think there was any other routine up teo
1925."where I" was personally concerned. 1.
How were the expenaes of the Pasadena office handled during that periogd
We wonld pay our local billa out of a cash account carried there, J
You mean a cash account in the Bank? Z
First Naticnal Bank of Pasedena, 1
Is that where the other sccount was kKept? T will call it the cuatoners‘1
account, :
That was the same acgoupt. We only had ons account.

You did not havse twgﬁﬁﬂgounts?

We had only one account. We cleared from it to the Los Angeless office
whatever came into us. We had a $500.00 bdlance all our own, from whic
we worked. i
But you dld not carry that in a separate account? |
Ho. In one mccount.

You had full authority to draw upon the account in the Bankj; the First
Natlonal Bank of Pasadsna? -
Yen, 1/
Were vour instructiona in writing, or were they merely oral?

Of course the inatructions to the bank were by resoluticn or otherwise.f
The corporationfwere asked)to acknowledge checks signed by myself or
Mias Eaber or in my absence some of the other men whc were authorized

at the time,

Thers was, cof course, a resolution of the corporation on file with the
bank?

I am sure there was,

N¥ere there any written instructions, or was there any printed book of
inatructions?

No, it was strictly between the accountant in Los /ingeles and myself \
or Miss Baber as to what was to be done. T
“Yhat safeguard, lf any, was thers against your drawing, or Miss Baber

drawing or the others drawing upon this sccount in the First National

Sank of Passdena in your own interest? _
There was none. I am sure there was nona. i
Apparently thers was not. i

After all, the day's business was continuously checked against the
business in Los Angeles. There was only money being paid into our
account that was covered by orders in Los Angelss for securitles and (
any accounting department keepa pretty strict tab on paid up business.
That money veing sent forward to them it only left $500.00, which was
the petty cash account to cover such items sas telephone, rent, and
things of that kind.

I suppose there was alsc this protection. Therse was a fidelity bond
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on Miss Baber and yourself and the other cosigners. Do you know the
axtent of that bond?

I could not tell you, but I am sure there was,

The salaries account was not pald out of that $500,00 of course?

Ho. .
fhat was paid directly by Los Angeles? i
By Los Angeles. I would not swear to that. I know sslesmen's salaries|
were paid out of Losa Angelesa. I would not swear whether for a time or
not Mlas Baber's salary was paid out of that account. ™t is hazy in
ny mind.

There was also an account that the Company kept in Pasadena that you .
were not authorized to draw on? ﬁﬁdé

That was developed very much later in 1927. :
We will take that up later. Then that was after vou went to the L8 |
Angeles office? 1
No. There was only a short interim in 1925 when I was out of the
management and another man was in charge, and T was doing buaineas in
Los Angeles office. That was in 1925. T am sure it was in 1325,
How long did you continue in the Fasadene office?
I thinik it wes either in the winter of 1925 and early in 1926 T went
in charge and stald in charge until 1928, .
P14 you veluntartly leave the Pasadens office in 19257 !
I left to take hold of wholeseling - that 1s syndication, and after the;
market break in 1329, early in 1930 decision came to close all branch
offices and T went over there for a very short time until they declided
to retaln the Pesadena office in some form or other, in a much reducsd
form, and rut & chap by the name of Bob Long in charge and I came back |
to Loa Angeles. i
That was 1n 1930, you say? '
I think it waa in 1930. |
%nd then you came back to Los Angeles until December, when you left? :
ae,
You made written resports to the Loa Angeles office, teco, did you, !
waekly, dally or in some manner?
You mean the salesmen's reports? Those would be made in duplicsate. !
OUne would be sent into Los Angeles and another one in our own flles in
Pasadensa. —_——t—
In 1927, as I undersatand it, the Los Anzeles office opened a bank accg}nf
in Pasadena., VWhat Bank was that with?
I think the First Mational Eank.
The same bank?
Yen. !
¥hat was the occasion or purpose of opening that account? o
Instead of cur sending them checks by mall they would be notified at thb
close of businesa on sach day of the amount available bafore 3:00 otcldbk
and they would draw on 1t. It Just facilitatsd the transfer of money |
to Les Angeles. ﬁ
Instead of drawing on your original account and mailing a check to
Los Angeles, you would devosit it in the second account and Los ingeles
would draw a draft on it or a check? E
Nould draw a draft on it.
During thls veriod I take it that you not only sold securities to I
cuatomers but you sold them for them. :
Yes sir. .
What was the practice of handling the funds that came into the handa off
yourself from those zales? 3
They would send us a check payable to the customer cr send & check madg
payable to us at Pasadena, ¥
You mean the Los Angeles office would. In other words, the securitiss
that were sold for customers were sold through the Los Angoeles office?
It was very rarely that we made a sale. We might have & matching of
orders, where a person would come in to seil a security and then the

%grson Tight in the territory would desire te buy that sams security.
at was only occasionally done?
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Tog, !
In the main, the mstter was taken up with the Los aAngeles office? \‘
Yes. ’
“hat was the routine of that?

You would simply turn in a selling order. Telephone a selling order
to the trading department, put the price 1imit on it, thnat 1t was to
be sold at, 1f any or at market price, if there was no limit on it. h
henever the security was sold they would televhone you that informatioh
and then you would instruct them elther to send a check direct to the |
client or 1f the client was coming into the office, Lo get the money,
aend 1t to us st the orfice,

i
You mean cepeosit 1t in the Fasadena office account? .
No, a check would come direct., ﬁji., - —mﬁhﬁ;;égz

!

|

|

Wheére was the office?

It was in the Chamber of Commerce Bullding first.

Where 1ls that located?

On Colorado and Zroadway.

What floor was 1t on? 1
It wes on the top floor,

To the extent that whatever I was -- I waa supposed to he engaged in
trying to sell securitles ror Blyth & Co. at least elght working hours
of the day. ,
Was enything ever saild at any conversation with Babeock or others about
not engaging 1n outside actlvitles?

Yes, we had many rows over things of that nature. The time I gave o
certain things I thought were interesting to me and mizht have some .
collateral value. I didn't see any direet value because I never had ‘
any dlrect value cut of them,

You are referring now to social or civiec activities?

Yas, civie,

Mr. Henry, during this period that we are now speaking of, namely betwsqn
1919 and 1925, you made financial revorts to the Los ingeles offics, or
the Fasadena made financlal reports to the Los ingeles orffice? |
In what respect?® i
As to the business done end the deposits made snd the withdrawals and

the like. {
Not flnanclal reports. There were no weekly or monthly statements made!
by me or sent to them., {
Tell us how that was handled. -
If you had a day's business you were transmitting certain securities tod
them in the course of a day, that was ths only correspondence we had of '
that nature. ‘e sent a letter of transmittal with tha apcuritles, i
involving the names of the persons to whom they had been sold, the
gsecurifles themselvew, what they were. We would send the securities '
with a letter of transmittal which would cover the names of the securi.-.
tles, frem whom purchased, the amount due them, stec.

You are talking now of securitlies you purchased.

Yea., On sales we made no report on that for the simple resson it was
dons vy telephone conversations with the trading department. :
You malied some slip, 41d you not, confirming the telephone conversation?
NOs. There was a salea ticket covering the sale of the securities, '
wnich was sent in tc the Los Angelea coffice. For instance, if T were
purchasing a cllent of mine in Pasadena a security through the trading
department, I would not know what the vrice was, I misht put a 1imit

on it. They might get 1t under that price. They would make out thelr
own sales ticket over there and that sales ticket would go through their
tilling department. Vhen you were purchasing the security youraeif -
when we were purchasing for & customer they would send their saleas ;
ticket through their own aceounting department and then send their bill|
out for cecllection, or the securities with the bill, as I described !
previoualy.
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Would that epoly when you would sell your own inventory, also?
Tes,.

The gecurities wers all list securities?

Yes., hen you cay listed you mean listed on our inventory. A4 tremendous
lot of our business are 'mlisted securitles. “hen I mantion open mabrket
gecurlties I don't neceaserily mean llsted on the Stock Exchange.

Tn other words, there was an over the counter market?

TeB .

21d wcou have qulte a svreed on that over the counter husineasg?

I could not £=ll you except individual issues you would not have over o
guarter

Notwithatanding the spread, when you solliclted a custcomer you would fix .
a flat price for the security to be =clad?

To them? i
Taa. :
Zou would fix a price that was the prevailing market price on the issue.
Without Aireet agreement houses on the street will arrive at a prevalling
orice on & security, Cecause they wlll take the market - the market may
be limited in it - for instance, Mr. Lewinson, you take say 20 issues
selling in the street, which was of interest at the time and in which a ¢
profit could be had, uhera may be a sponsor house ror that particular
1ssue. The sponsor house may have been rstaining = varticular price on-
that varticular lssue. Tt may he virtually the only socurce of bondas to
be obtalned on that 1ssue. ¥our client may he interested through ap-
proach of some salsaman of that house that sponsored the lssue. You
would buy that bend from that house tut vou would uots the same price

to the clisnt that the sponsor house has as its retall rricea, and you
might have a half point off or a vnolnt or whatever 1t 13, which would ba
your groass proflt for handling “he deal,.

Would thils be s fair statement - that in the sasle of gecurities to cus-]
tomers you were able to flx a price, but in purchasing securitles {rom
them yowu would take them at the market with a maximum price or rangs of.
prices flxed by the customer?

Customers vary. “or instance, you will agree - 1f they are golng to

sell for cash they want cash and don't want any other securlty, and this
18 not a flxed rule, but general practice. 7ou would have to depend on
where you were zoling to sell that security to determine the price that
they could obtain for 1t, because there 1a no listed market, and am a
result your spread con that Kind of a transacticn would be very, vary :o
small because you would take that bond at whatever the best dealer market
wag. The best dealsr market at the time would be the best bld of any ofl
the vrofessicnal traders for the bond. That would bs the market you
would quote them, less'sa commission to yourself.

Were you authorized o quote prices on bonds that you were taking in in
that way, either for caah or for exchange, without first submitting it

to the Los Angeles office?

It would cdepend alsc entirely upon the trader,.

The trader would be some one other than your own firm?

The trader in our Los Angeles offlce.

As 1 gather it, then, your authoerity from the house extended to closing
with customera on those transactions the houss trusting to you to get tr%-
informatlon from the trader,

Yea. The trader im ths source of all information. Blyth or any ons c¢lse
can know the market,

You worked throuch the trader in Los Angeles, the same way that whoever
was in charge of the Los Angeles office? Vour contact was directly with
the trader and it was not necessery for you to go through your superior

in the Los Angeles office?

hat 12 right. There might be situations where it was a trade instead

of & cash trensacticn - trade of a security held by a customer for
security for our wwn, where the customer will occasionally atand for a
highar price than they could obtain for cash. F
You say the customer will stand for a higher price. In other worda, thay:

trede you out of nart of your profit. j!

[,
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Yes. In a sltuatioh of that %ind you submit that to your sales manager
In Los sngel=s.

That was vour settlsed practice.

7eg, hether that could be done or could not be done wae asccording to
our cbligations under the issue.

“hat T am trying to get =t is this, Lr. Henry. Your contacts with
Blyth & Co.'s Los Angeles Office while you were in charge of the
Pasadena Cffice, rarticularly up to 1925, and the extent to which you
reported to them, and the extent to which you operated upon your own
initiative.

The extent to which I operated in Pasadena - aside from teing manager
of my own selesmen - was very much as g salesman in rslation - as though
I were a Los Angeles Salesman. [ deslt with the sales manager -there asi
any other sslesman, and my own salesmen with me did not for the Pur-
pomes of my own convenience, tring thelr transactions to me. They would
slmost always call the Los Angeles office dirsct on thelr own tranassctibn
In other words, thils Fasadena o“flce was to a large extent s phyeicel
sxtension of Los Angeles offlce.

It was, '
Tou operated in much the same way as though you were in the same suite
except you used your telephone.

Yeos.

Then, I take it that a salesman in the Los ingeles office would not
report directly to the sales manager either, but would work through
the trader just as you d*d in Pasadena.

1t was according to the transactien. If it was a markast transaction

he would deal with the trader, but i1f it involved a guestion of com-
mission he would have to consult the sales manager first.,

You say, Mr. Henry, that you had three locations altogether? That is
to say, you started at the Chamber of Commerce Building.

And then it was 1924 or 25 we went to the Pacific Southwest Building !
at Colorado and Marengo Avenue, and then when the First Trust & Savings:
Building was opened we went up there, in 1927 or 1928,

I understood that sometime in 1925 for a pericd you went to the Los
Angeles office,

i1 worked between FPasadens and lLoa Angeles.

“hat was the occasion for that change?

Very much of a matter between myself and Mr. Driver. Mr. Driver was
taking charge at Pasadena and I waa going to try and major in gelling
in Loa Angelea because of connections I had.

You were attempnting to transfer your sohere from FPasadena to Los Angelen?
Yes., I had promise of a good clientels in Los #ngeles, .
And then you went back to Pasadena in something less than & vear, and .
you stald until 1528% ’
Yen. —_
These things you have sald about the periocd betwesn 1919 and 1925 alsdn!
20ply for the reriod of 1926 to 19287

Yes, oxeept for that second bank mceount. Y
I wish you would explain agaln the banking arrangements up to the time
you left in 1925, and the change that was mads in 1927 account that
affected the manner of doing business, if it did affect it. ;
Up to 1325 we would merely take customers! checks, deposit them in the
slngle bank account, and then draw possibly individual checks, but I
think only one check for the total of a day's business, and send it in
to the Los ingeles office. Or ot might be on some occasions where ths
next day there was expected some cusfomer to whom money was due, we
might te instructed to rstain enough there to draw our cheek to pay
that customer. It was & matter of depositing in that account and then:.
shicping that monsy to Los Angeles on check. And then afterward, |
whether that occurred in 1%27 - I think 1t occurred in 1927, the second|
aocount was opened on which we had no checking rights. I had no right!!
to check - all I A1d was to deposit in there snd it was then drafted .
out there in Los Angeles. That was done with all branch offlces. Egi
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P62 Qs That was a set up that was made for all “raneh offices in Southern

California.

As I think so.

Qe Let me ask you, .Ir. Henry, was Pasadena the [irst branch office?

A. Opened, yes.

Q+ Then these offices in Sents Barbara, San Diego.

A. 3an Dliego was the second, and then Santa Earbarsa,

R« S50 that about the time that the business was extended to New York and
the middle weat the San Diego office was opened,

A+ I could not say. It was about the tims, within the pericd of a year or
BO.

Q. Suppose we approach it this way. 'When waa ths New York office opened? '

A+ T think the New York office was opened about 1317, or 1918. 17 was the

1 war. Gilmour went back there. It wes noti-opened as a selling offlce '
at first, but as a purchasing office, for the purpose of participating

in underwritings in the east, and for the purpose of purchasing Mun- :
lelpal bonds.

Q. You thinit that was as sarly as 19187

|

‘A. Yaa, !

‘B« When were the various sales offices through the country opemed? '

Fab3 Ae Seattle and Portland. Seattle or Portland, I don't know which was firsty,

and Chicago I think was opened before Pasadena wes opened. [ think

1n:1918 or 1919. They must have come at the close of the war. |
'@« Shortly after you joined the firm it had quite & rapld expension, ,
"A. Wilthin three wvears. Ths men weres comlng back from war. |
Q. Llberty lcans had popularized the security business? :
:'A. vel"‘y' mch- ) I

e =

'Q.  Returning to the Pasadena account, the sscond account. After that vd
gsecond account was opened, I take it that all o1 the customers! money
was intended to go lnto that account?

;Aa Yea.
3 Qe And the first account wes simply maintalned as a small disbursing
! account?

A« Yes, oxcept whore lmmediate payment might be rsquired for some customep.
i . These were not rules. i
Qs T would llke to know what was the practice and what haopened. Do you |
| recall any cases where, with the authority of the firm, money was de- !
pogited 1in the first account known as the Fasadena nccount, and held
.l : there for disbursement to a customer? ,
A. I think that 12 possible becauss of the rery necessity of having money

there the next morning where you could not depend on getting it from
Loa Angeles,

Q. How would that be dona? )

A. That 19 qulte & possibllity, ;

'‘Qs  Can you give us any information on the subject?

A. I am just thinking of possible exceptions tc any rule. The rule was %o

' go into what was the Los Angeles Account subject to draft by the Los '
Angelgg offlce any money paid to us by a customer., T can see where if
wasJBb¥8ible., I would not say 1t did hapren, and I cannot swear that
1t did, but my inclination is that 1t did, because therse ars many sit
uations that could have develoved in dlscussing it with the accountin
department, stating that such money will be necessary tomorrow morning
f'or vayment to so and so, and we would he instructed to wvut that much :
money in the Pasadena account f{or the purposes of meeting that rather |
than putting it in the other, subject to drarft. That would be an 8xX= .
ceptlon to the rule. ‘“hether that exception occcurred I cannot swear to
1t. Miss Baber handled the details, !

Q+ She would be familiar with that? f

A, Tes, much mers familiar, l

Ge D14 you have such a thing as interorfice commmunications br letter? 4 | -
good many firms do have that. For example, take the matter of commmne
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leating with the accounting department for the purpose of making a
deposit 1n the Pasadena uccount instead of the Los 4ingeles sccount. .
Would it be handled by letter? 5
It more probably would come cy telephone. 4
20 you think there would te a confirmation?

Hot necessarlly, b
Would not that be a vretty loose way of doing 1f 7ou had no writing?
Except that the money is checked there within twenty-four hours. If
there was a change over that cveriod it would only be a twenty-four hour
transaction.

You would, of course, repert money that you cald out to the customer to.
the Los Angeles accounting devartment? '
Yes. The checks to customers nusually came from the Los angeles office !
when the second account was opened.

T supvose you had a routine svstem of accounting or comunication or
blanks or other forms with the accounting department? .
No&, not that I tnow of, becsuse so far as the Los ingeles account was {
coneernsad it required no acceounting, It was just subject to draft. Thes
checks going in there were covered by lettera of transmittal to Loa
Angeles, and we had no rower of drawing against 1t so we need no ac-
counting other than we had bllled the person properly for the securitiess
Chester: The lstter of transmittal would square that as far as Los
Angeles was concernad every time the money was deposited in the Pasadena.
Bank. .
Did revresentatives of the accounting department ever come cut to Pasa- -
dena and go over tha business of the Fasadena office Irom stem to stern?
They would come over and do two things, check bank balances and bank o
statement to show the conditlon of the vetty cash account. That was the:
oenly thing to be accounted fors And would check our inventory of securti-
ties, That was what we had i{n our depcslt box. Ny impression ls that
Price Waterhouse made that audlt once a year or once every six months.
Did any one except representatives of the accounting department and

Price Waterhouse make those checks?

No.

In making those checks did they send letters to the customers to see
whether the records of ths Pasadena office wers correct?

Price Waterhouse - whether Price Waterhouse covers svery clisnt - Yes,

I think Price Waterhouse covers every one that is supposed to have =&
balance, or supposed to have see¢urities in safekeeping, and sent a

letter teo them. _
Chester: OCn December 31, each year? 'l
Yes. 1In addition to that I think they pleked ocut & certain number of./é(
names at randem and sent & letter to them as a check, ‘
Was Mlas Baber connected with the Los Angelss office when you enterad
the Los Angeles office?

No, she was with the South Pasadena Savings Bank.

as ner first connectlon with Blyth, Witter & Co., when you opened tha
office?

Yang.

And did she start at the office with you?

She went over to Los ingeles rfor s while to be with the accountants
there. She never had done any bond business befors - to see how forms
should be made with the trading department. I think she spent a month
there,

Dld she stay 2t the Pasadena o7flce from 1919 to 19287

She stald there from 1919 until 13528, ind then she cume over to Los
Angeles for a short time snd with the reastablishment of the Fasadena
offlce she wont back to Pasadena for & chort time. Tow long, I Zon't
know.

“hen you left the Pasadens office in 1925 and went to Los Angelss office
temporarily, did Misa Baber go with you? ]

J
i
[}
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She was attached to the Pasadena office. Ghe ran the Pasadena office.
She knew toc much of the personnel of our clients. She was invaluable
te the Pasadena office.

She was not merely your secretary. She was office manager.

Not offlce manager. She had complete charge of all of tha details of
that office.

She was more of an executive secretary?

Tanm,

3he was a stenographer or bookkesver, was she?

There was very 1ittle hookkeeping done. The only bookkeeplng done was
Just tle bank book,

But T mean she was a hookkeeper azs well as a stesnogravher. When she
came to the office she had beokkeeping training?

I think she must have had some in the bank. She wsas tsller and also
bookkeeper in the bank.

How old a person ls she, approximately?

Mlsas Baber is now - She came to me-Il think she was probably twenty or
twenty-one. She is around 33, or 3l or 25,

3he had charge of all the recorda, did she?

The holding cards and files,

I wish, ¥r. Henry, you would tell us, in your own way, rather than in
rosponse to detailed guestions by me because I may overlook something,
what Niss Baber's comnection with the Pasadens office waa, what her
dutlies were.

She was a stenographer in the rirst place to take letters from the
salesmen to pecple, to clients, £ny stenographic work tc be done. In
addltion to that she took care of whatever banking there was to be don
She was the second tarty on a cheeck in checks drawn on the bank accoun
She recorded any changes in the holdings of cliesnts. We have what we
call holding cards, which represents securities held by clients. Any
those that were sold she changed those holdings to conform, Xf thers
wore any additions to be made, for instance if we sold a party securit
she would enter 1t on thoss records. In addition to that sha kept in
flles all Information regarding corporations that we had for the infor
mation of samleamen. She would clip the financial pages for any curren
data or any memorandum that came to us from the Los ingeles officse. S
would flle that under the corporstion heads. If none of us were there
1t was her businesa, just like your reception girl, to meet the client
and try to orovide them all infprmation she was capabls of glving them
and 1f there was any speeific information that was not available in ou
flles, to enll our Loa Anpales offlce and get the statlistlcel depart-
ment to provide it.

Did she ever sell securitiest

T think she has in a few instances where people were - yes, she has ao
sscuritles, usually where the recommendaticn had been made for the par
ticular cllent, and either I or the salesman was not svallable to &eke
care of them when they came in,

i suppose if eny one came in she might engage in an over the counber
trangaction herself,

Yon.

You kept no inventory at the Pasacdena offica?

o, the only securities we had were for safekeeping.

You did have a safekseping department?

We had a safety depcsalt box. A party might order bonds, and pay for
them, and say he would not take delivery for about ten days. The bond
woulé be sent to us for immediate delivery, and uvon calling up they
would say it would be a wesk before they could gzet down for them and
the bonds would be held in our safety deposit box. If it was for too
long a period the bonds would be returned teo Los Angeles.
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How aboutf transactions for safekeeping whers tha customer was entrw:
ing the bonds to the house? In other words, the customer was entru:
ing hls own bonds for safekeesping?

They were to go to Los Angeles.

They would be taken to Pasadena, and then would be expressed tc Los
ingalds and held there?

Yem, If thera was to be anvy extended time.

The company 4id accept bonds for safekeeping in the ordinary course
businesa?

Yos, they dld that up until about 1929 or 149%0, zand then they dumpsc
the whole thing out. They discontinued that line of bueiness. It =
an exvensa and lneconvenlence. It was not a oroper function of the
house.

Haturally, I asaume that Blyth & Co, and Blyth, Witter & Co, had a g
deal of cenfidence in their own underwritings, and T assums that the
purpoas of the house was to market securitles they had underwritten
the greatest possible extent. TIhat was one ¢f thelr primeipal soure
of revenus. That is they made more on their underwritings tham they
did on thelr brokerages or retailing?

Yes. The very fact that you underwrote a llat of securltiss 4did not
mean that svery client wou had was immediately available as a purcha
for that partlcular security. On the general principle becanuse ther
wasg & proflt 1n your underwrittsn bond beyond any other and further
because you at leasat thought you had a more intimate knowledge of th:
particzular security than vou had of any cne of the open preferred ty:
you would push that security.

In marketing securities was it customary to mention the nams of the
underwriter or was the 1ssue simply scld on its own merits?

Well, our men were furnished,- =ss far as possible to sell a asscurity
1ts owm merlits. There was no healtancy in mentioning the fact that :
ware the underwriter or who was the underwriter if they wers houses .«
quality or respect in a particular fisld of bonds, unless 1t was true
up until the new era atarted certain houses in certain fields were
particularly reapected in ecertain class of bonds.

You mean untll the new era ended?

I think 1% was the start of 1t. It was not near the end that the dis
tribution came. The distribution came in the beginning.

Wo are talking now about the new era and not the new deal.

When you came into certain classes of far, land bonde there were one
or two houses whose namas attached to those bonds and carried a good
deal of welght as underwriters because they were considered sz men cof
great axverisence in the field and men of good Judgment in it, 1f we
were at all participants in it not only ourselves as underwriters but
the other house as well, you would mention them as undsrwriters.
Would you feature the fact that the bonds had been underwritten by yo
houae?

We had a good deal of pride in EBlyth & Co. and respvect for them, and |
cortainly would show no hesitaney and would mention the fact that
Blyth & Co. were the underwriters of that 1lssue.

There are lots of peopls who have confidence in the housa. In the ca:
of Mra. Shelby ~ seacuritles left by Mrs. Shelby were not left with
Blyth and Co. for that purposa. In other wordse, they were not left 1:
safekeeping with Blyth & Co. for that purposse. They wers left with m:
I om talking to you just as honestly as I can. I want you to get that
clegr,

48 long ag you are on that subjeet, tell me what 1s on your mind.
W"hile I zave her receipts of Blyth & Co., nevertheless so far as the
nandling of securitles was concerned and the placing of them in Blyth
k Co. where Blyth & Co. would have known what they conslsted of, that
was very remote from Mrs. Shelby's thought or intention.

#Well in developing that, I would 1ike to have you state the facts and
the circumstances under which the securitiss were received and why you
make that statement,
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I receipted for them in thet way for the simple reason that Mra. Shelb
wag afrald that Miss Minter's attorney would arrive at what Yrs. Shelb
bend holdings were, o¢r the location of the property and had Blyth & Co
been in possession of them - T don't Mnow 1f wou have the right to go
in and join the bond houses as a litigant and compel them to show up
heldings. She was afraid of that. While I receipted for them for
Blyth & Co., the bonds were not to be held in safekeeping with Blyth &
Co.

Wheres were they to be kept?

They were to be keot bv me in Pasadena or anywhere slse in order to
keep them from being dlscovered by one of two parties, sither by the
Government or bty Mlisa Minter's attorneys in particular,

Why 41d you give a receipt for them in the name of 3lvyth & Co%

For twe reascns. Mirat for Mrs. Shelby - for one resson very largely.
Mra. Shelby heraself - while Mrs. Shelby wanted me to keep those securi.
tles out of any knowledge of Blyth & Co. that would bscome available
te Mlss Mlnter's attorneys who might seize them or attempt to seiza th
whoe misht locate the securitlies and sgize them - while she wanted ms -
have them and keep them away from that contact or knowledge of Blyth &
Co., she still wanted to be under the protection of Blyth % Co. by
having the recelpt made by me as revresenting Blyth & Co.

Go ahead with your sxplanatiocn.,

That 1s my explanation. 3¢ when you say were there any other accounts
held where people want away, Mra. 3helby's account was a different kin
of an account, 8o far as my relation to 1t was concerned, than other
pecple whe left securities in safekesping with me, who let the whole
world know they had securities with Blyth & Co. She was solicltous
that differesnt proverty she had, and particularly that which was hers,
was to bm unknown to anybody, and vnarticularly to Blyth & Co., because
of the acqualntance of our officers, the members of our flirm with
O'™Melveny's office or firm, and things of that neture, so that sither
through personal contact or by legel action there could be compslled a
showup of Mrs. Shelby's holdings. Thet was her reason for the selling
of the securitisa in 1925 and the repurchase in 1925 and 1926 under
these Tlctitlcous names. It was to keep that salement of conceslment.

I am discussing this with you now to thils extent. I want you to tell
me everything you can which will be informing.

I would 1ike to help you thaet muech. Here 1a a very odd situation. Yo
examined the bocks. She pald me in the purchase of sscurities in 1925
and 1926, 3Jome of them were made to her personally. She proceeded on
the theory that she wanted me to meke purcheses in flctltlious names anc
then she bascame nesitant that she may not have any hold on Blyth & Co..
and then she makea scme checks to Blyth & Co. She wanted to have the
protectlon of Blyth & Co. and wet be outside of the knowledgse of Blyth
& Co,

Is that guite correct, or would not this be 8 more accurate statement?
She wanted the proteetion of Blyth & Co., but she wanted the mattera ot
of the knowledge of any one connected with Blyth & Co. except youraslf.
who af the time was the manager of the Pasadensa officef?

That would not be for the simple reason if that were true I should have
turned the securities into the safety deposit box of Blyth & Co. whers
they would have belonged and where they would be known to everybody.
They could not have been placed in the vault of Blyth & Co. in a
conceeled envealope? —_
The minute Frice Waterhouse comes 1n to make an audit they are not goir
to accent a concealed vackage in our vault and rass an audlt on the b
basis of that, unless I put that in there as the vropsrty of Mrs.
Shelby.

T T e e ————— T ——

Qeby Mr. Judsont I understood you tc tell me that all seeurities brought

‘A

in for safekeevlng for cllents became subject to some sort of an
accounting system, whereby a card was made and flled at Blyth & Co.
showing the customer's name and the sscurdties deposited.

Then a safekeeping reglistry.
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Chester: T dldn't ses i1t, but I assume they had, but the instructions
to Price Waterhouse was to-

Z am satisfled thev were entered. I have not seen 1f but they are
entered in a registry in what is known as a safekeening registry, and
those items are by individual names, by numbers of thas securities end
the rames, the names of tha holders, =nd are gtrictly subject to the
audlt by Price Waterhouse.

in this statement jou gave &t the Siltmore Fotel, you made the statemen
and I think you repeated it this morning, also, that as far as Mrs,
Shelby was concernsd she thought che was cesling with Blyth & Co.

7es. I made that atatement. I have tried to explain to you, Mp,
Lewinson, one thing peculiar in a situstion of this kind, They were
anxious to have avervthing keot seeret from everybody. So still by
reason of the form of receipt I zave ker she could come back and |ay
Blyth & Co. 13 responxible bvecause here 1ig Blyth & Co.'s name on hers,
but so far as the firm assuring that responsitlility 1t would be absc-
lutely damning to the very thing she was anxlious to accomplish,

J1d wou explaln that to her at the timae?

Ho, T accepted just what che askad ma to do.
by Mr. Chester: Have Frice Jaternouae always examined your esccounts? <X
I could not tell you.

“hey have I'or a number of years?

Yas,

Tou nave not known any auditors wesides them?

I don't believe so. Haslkins and 321ls misht -ave.

snd when they examined them they always =xamined the tank accounts at
Pasadena, toth the Pasadena and the Los inceles?

I would not be sure of our bank accounts.

Sut the Los Angeles account, they examined the bank sccount.,

I don't belleve I was sver thepe,
fou don't kXnow? J
NO. ——
I notlce there woere a lot of filetitious aceounts in December, 1922. '
What was the explanation for those?

“hen Mary left home in 1921 that was wnen 'rs. “helby again got one of
theae ldeas of concealment,

“hat was the first time, as a matter of fact?

Yes,
LEIWINSON: I think we can go into that when we take up the matter of
Aestail, —

CHESTER: 'hat I had in mind was this: “hen these chacks ware issuedfﬁ
from Los Angeles and went through to Black, you put that into the
$500.00 account, and then drew that out. I was wondering whether the
Los Anfeles office examined thoss sccounts or Price Waterhouse did not
catch 1t? \
I dont't know,

pecause if they had they would have discoversd them. i
That might be 1t, I don't know. 4n sudit was a matter of cheelting up
the tank kalance, und checking the patty cash, and whether they checked
the checks back, I don't xnow.

You don't know the modus operandum?

No. i
These checks that went into the Fasadena aceount tc Plack and all thesel
other reople, that was the secount they went into, the .500.00 acecount?|
Vaa, !
All derosits after 1327 were supposed to go into the Los sngeles accoumnt
lasg, '
<11 cash tat came into the Fasadens office was curposed to be depositqé
in the Los Angeles account. There wers specific instances wheres you
were golng to withdraw money the following day where 7vou were allowed éc
deposit 1in the Pasadene account? i

I say that Ls gqulte possible, There mlght have been exceptlons. !

J
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As e matter cof fact, there wns latitude so far as hoth accounts wer
conegrned.

There was no latitude on the Los Angeles accounlt except soms deposi
right e made in the Fasadena saccount. T paid no attention to that.
Wiss Baber would know that, snd understand what was dene. I de not
3y ¥R. LZWIXSON: 1In other words, .. Yenry, vou must have understooc
the time wyou used that account in that way, or Ylgs Babar must have
understocd that that account was not teing c2xamined; otherwise, you
would hove uszed an account of TOUr OWN.

That 15 guite oogsible. Miss Baber and T hoth understood the purpos
that Nrs. Shelby had in mind, “™at was used “or the purpose of purc
ing securities under -ictitious names, unless I nad put them through
Wy own personal account in Pasadens.

CIESTZR: It 1s a ract, though, if they had examined the Pasadena
account they would have been round to he put on guard by the magnitu
of the deposits and withdrawsls in the rasadens aceount. —_
Lewinson: That 1s & matter or Inference, and very clear inference,
1t 15 not necessary to oursue that,
5y ¥r. Lewlnson: "While you hive the auestion in mind, before I go ba
to the llne of intsrrogation that I have in mind, {f there is anythi.
you care to add to thls account of “ra, Shelby for safekeeping, or a
thinz else, I would te pleased to “nve you state 1%,

No, I have not. I orly drew that differentiation as to whether thar
were any other accounts. . wanted to et it right there so as to
clarify your mind regarding what I know. ‘hat the situation was the:
I was In the cosition cor taving to maintain secrecy for Mrs., Shelby
concerning her securitles. 3hé had made a very haavy conversion of |
gsecurities under flctitious names to accomplish that, and the only m
servation of it was to have held the sscurities from the ordinary co
of business in Blyth & Co. by {orwarding them to Blyth & Co. or leav!
them in the safety deposit box, Yecause the first audit would have
shown them and then 1f Mr. O'Melveny or whoever had the right to take
whataver action necessary to demand information, there would have beae
the picturs. Mrs. Shelby was maintaining a position at thaet time towa
her daughter and towerd Mr. C'Melveny that after the payment of any
such settlement as they agreed on, that she would only have some ift
of seventy-rive thousand deollar sseurities left,

488 thet before she went to Furope?

fas, before she wont to Furopa. “hen he tried to make a asttlement.
Mr. Mott and I and Mr. O'Welveny met. The rirst Gemand was on a half
zillion dollar basia, und then they talked of even a #250,000.00 basi
that 1s ineluding the Casa property. iNrs. Zhelby maintéining a
representation then that her holdings were only somewhere betwsen fif
and seventy five thousand dollars. Tt was vitally important as she s:
1t, to have ne access through Blyth & Ce. by record or otherwise, tha:
would indicate what her actual holdings ware.

You did not suggest to her that if she wanted to have abgolute concen’
ment, she could have taken out a gafety deposit box under a fictitious
name and kept the property there?

She had thought out possibly every pogsible wey of concealment. She Y
even thought of taking them to New York, and then dldn't wish them in
New York, but wanted them partially here. She realized her daughter
was staying here. 3he was going alone. MNrs. Tillmore was hers. 3he
left here in June, 1926, and I don't think Mapgaret went over until
1927, so that she wanted securities here that would be aveilable to
Margaret Flllmore, if anything developed.

You did not suggest to her that Tou take a safety devosit box and keer
the securities in that way?

-t was left strictly to her how they were kept, sc long aa they werse
xept out of the knowledgs of Blyth & Co. and O'Melveny's office or the
Jovernment Agents for fear that through any govermment inspection of
income tax rsturn of anything of that character, the information might

be uncovered to Miss Minter or Miss Minter's attorney.
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veu dld not actually tell her that thers would be no recerd of the
securities, did you?

No record in 3lyth % Co. I told her so far as thase sscurlitles pur-
ehased under flctiticus names werse concerned, thers would be no racord
in Blvth % Co. If she held any of those originally purchased 1in her
own name or Margaret Flllmore's name, there was no way of conceallng
that. They were vart of bthe record.

Dut as to those that were taken under fictitlous names, there would be
a pecord with Blyth & Co. under the fletitious numes?
Yes, but there would not be anything to indicate they were Mra. 3helby
holdings -
1 think we were talking ebout different things. I had intended teo
develop this in a little different way S0 it 13 like going into the
middle of it. At the time Mrz., Shelby left for Furope, or about that
time, was the time when the sacurities were left Tor safekeeplng, wWas
1t not?
She left with me $6%,500 par value. Those were not lsft all at one tim
Margarst brought them in, put that was the total.
gpose wers the ones that you gave the Blyth & Co. recelpts for?

[- 3. I
Some of them had been purchased under fletltious names and some werea nc
T don't know, do you Mr, Chester?

Chester: $2é,500 were German bonds, dut the amount is correct.

ind then thens were 485,000. of Westphalia. Those Andes Copper bonds
were purchased in her own name hbecause they were partial payment conds
and the payment had not been completed,

Now, take thls period between 1925 and 1926, when rou gravitated be-
tween the Pasadena office and the Los tngeles office. What would you
say as to your activitles during that teriod, snd your relation with
customers. Jerse they any dlfferent?

No, just melling, or -= &

Then when you finally went tc}an Angeles office in 1928, what were
your duties from that time on?

T was syndicate manager, in charge of wholesaling but there were cer-
taip individual accounts I handled.

That was lmown to the house, was 1t?

Oh, FO8.

snd that was with their consent?
You,

- Jow did you happen to zo to the Los ingeles office?

Baceuse thelr possibilitiea of particlvpation in underwritings were
opening up to an extent that 1 would need active work on the part of

one man in forming what might become western representativez for an

aastern syndlcate on a plece or business.

In that connactlon were you buying or sellling?

3elling wholesale or obtaining members of a syndicate to becoms parts
of o gelling group in Southern California.

I don't think I understand it, but before going into that 1 would like

to ask you a preliminary question. Did you solicit the house to get

that position or 4id they bring it to your attentlion?

They brought 1t to my attention.

"ho brousht 1t to your attention?

Mp. Babeock or Mr. Cadwelader. lr. 3Babcock, T am sure it waa.

"as that dlacussed with the 3an Franciseco offfice or just with ¥r.

Babeoek snd r. Cadwelader?

T just discussed 1t with dabeock, but 1t became seneral policy te have
syndicnate managers appointed in ofTices.

You were syndlcate manager for Southern California. I wish you would
explaln in.detall your Autles ms syndicate manager.

His job is strictly to form salling groups of bond hOusssIan?tbangs to

take part in a general national or caastwide syndlcate. r ' hwi the
oing to be en agstern ilssue 1ln which we would ma jor wo mi gh ave t!

aciflc Coast syndlcatlon rightc. One of the easterners might retaln
the emstern ayng?cate rights.
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what does that mean? That a syndicate block would ke slleotted Lo you
in Southern Zalifornia?

Thev might allot, or subject to gubscrivtion you might put your par-
tiecipanta in., I would zet in touch with First Seecurities Company and
the various dealers up and down the street, and submlt the offer, tell-
ing them the torms, the selllng group terms, the fixed retall price,
less two voints would be the selling price, commission less syndlcate
axpense which it allowed amounting to a auarter of one rercent. They
would cay how many they wanted. They would then telegraph in to the
howuse, thet the swvndlcate manager, that is the head of the syndicate
1t might te Morgan & Co. or some one else in New York, and then the
allotment would be made from there.

Wag your firm joint underwriters on that or just aimply allottees?

Any time we had a Pacific Coast syndicatlion right almost availabls, we
would be members of the original syndicate or underwriting group.

he persons you sclicited, howsver, were not joint underwriters. They
wesra simply purchasers?

They are bound by the syndicate agreement. There are three groups, the
so-¢alled originating group, the banking group and the selling group.
Mhat the difference in the originating rroup?

The origlnating group are the onss that are originally responsible for
the gcroup.

Woulé they be underwrltera?

They would be in almost every Instance. Tn recent vears they would be
distributors alse. Thers 1s tne tanking group -

What i1s that?

The banking group has a slightly larger oroflt than the selling group.
Tn a block of bonds which did not necessarily mean they wers of the
same block of honds ~ for instance you are going te bring out an issue
of bonds -~ you have an original underwriting - wou have a group of
houses to whom you look alao for securitles when they are bringing cut
an issus. 38¢ houss No. 1 1s going to bring out an issue, it may be a
five million dellar issue. There may be five other housesa to whom I
owe obhligations, “rom whom I expect continually to have participation
in some gronps they have, The lgsue we will sav iz popular enough s0
that a very large number of housaes in the country want to participate
in it. You cen only spread for five million dollaras worth of bonds
and give any One of them a decent number of wonds. You cannot take emt
split the five million dollars worth of bonds between yourself and the
f{ive houses and do any justice to any other house. Zut you may allot
to these five houses what 13 known as the banking groups/larger number
of bonds than they arse going to get in what 1s known as the sellling
group., The reason for that is that they will then get this fractional
profit on say $100,000,00 worth of bonds and have them only the sell-
ing group on 50,000,000 worth of bonds which {2 alloted to them for
selling purposesn.

Your connection with the matter, however, was not in the orliginating
group or in the banking group, but was 1n the selling group.

Sometimee in the originating group. The Paeclflc Western 011 Co. was
the originator, and my wholesaling in that situation 1t should be the
wholesale rights in Southern Califorpia on that, and 1 created both
benking and sellling groups hare.

Did vou have anything to do with the setup or underwriting there?

No, I sat in on part of the discussion. T had none of the negotlatlons
Your connection with that was limited to what was material to the sell-
ing group later?

T ém the wholesaler. The originating group goes into another departmen
You were at all times nonnected with the selling end of 1t7

I was selling.

And in a sense, the tarm "Syndicate Manager" ls misleading.

*he Syndicate Manager for an active underwriting house 13 & very raal
position. He haa his hands full,

I don't mean it is not a very important posaltion.
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The Syndicate Manager in an active underwriting house, or in & hous
close assoclation with other actlive originating houses, his work is
sufficiently absorbing during an actlve market so that he has not t
to fool around with the originating group or lssue.

Does the term "Syndicate ¥anager” in flnancial circles carry with 1
the implication that one is wholesaling bonds and is commected with
selling end of it?

He is wholesaling nonds, tut he is dlstinguished from another type
geller, who ia your trader., The trader is the man who 11 conatantl
dealing in between dealers. Iify job as 3gyndicate manager had nothin
do with the inventory of an offic¢e. That ic a matter for the trade
other dealers, and the sales manager through salesmen. My relation
antirely as syndicate manager during an active markot wae strictly
twasn his house snd othar houses on the basis of new issues, Lhe ma-
tenance of the terms of the Syndicats and mstters of that nature.
Your principal sales relations in that capacity were with the large
underwriting houses here rather than with the lurge purchasers. 7You
were selling to versons who were purchasing for resale?

Yaa,

You had a card, I believe, at that time that carried with it the de:
nation as 3yndicate Manager?

Te card I think was printed without the knowledge of -

“hent wee the ~ard orinted?

Tn 1928. The speed with which the market dried up in 1929 - my mark
dried up very materially.

Ta tnat what sent Tou back to Fasgardenat

Mo, I went over thereto o over the closing of 1t. I had such long
peraonal contact with clients over there, to keev them in and to hol
the thing together until a final decislon wes made.

Tall us shout when that was?

It was in 1919, I thinik, or 20.
waz a client bsfore that.

How long wers you 1n Australia?
Three months.

When was 1t you went to Australia.

In June and came back in Seontember.

In 1919.

1920.

Do you know who handled her business durlng your absence.

There was not any done,

Do you know that?

T am pretty sure. I am positives as T can ba,

Relutive to the dividends that you received on your Elyth stock.
you give more accurate informetlion on that?

150% dividenad.

150% cash dividend.

That 13 a §9,000,00 dlvidend. You stated that you recollectlion was ¢
your other dividends were pald semiannually.

Toa.

Do you have any further recollection on that?

I could not tell you the amounts. They were not much.

Miss Baber was attached to the Los Angeles offlcse?

She was brousht over there in 1530 or 1931,

Have wou any explanation to offer as to why Miss Eaber moved that fll
ta her garage instead of sending it to the Los Angalesa office, to whi
vou were then attached, or putting it in some Blyth & Co. vault?

Only because it covered the same matters, I Iimagine, that wers covere:
“y the same secrecy element that had covered the original purchase of
many of the securities listed on the holding cards under her name or
Margaret Fillmere's name. In other words, while the purchases were
made in secret, these particular flle cards that were maintained up t¢
a certain polnt, showed holdings of Mrs. Shelby, even though purchasec
under the fictitious names.

I went to Australia in 1920, and sh

Cov
Yaegterday, you referred
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15 I understend it from vou now, in this file that was moved to the
garage, there were certaln cards, as well as this correspondence?
Tag.
That else was there in that Iile?
"mat and her correapondence with me and mine with her.
“1d the cards zive & sequence of the transactlions with Mrs. Shelby,
either under fictitious names or otherwise?
They did up to a certaln point. They went through 21l the fictitious
of 22 and that reriod in there, Then the flctitious names of 25 and 2¢
we had used s different filing card on. Thoss big cards were abandonec
in favor of & esmall holdinmg card.
You mean the office had installed a different system?
Zxactly.
Were the cards kept on all of these securities kept in fictiticus names
She had segregated them from fictitlous names to hold them in Mrs.
Shelby's and Frs. FPillmore’'s names where thev belonged.
T'n other words, in effect what klss Zaber had Zone had been to take
these flobitious name cards and segregate them and put them under
Mrs. Shelby's general index number oI general flle?
YWo. Many of these so-called flectitiocus names were actually clients of
31yth & Co. “he purchases mtde under those numes were not placed on
the capde of thess clients in cur office. Otherwise, It would be con-
fusing. They belonged to Mrs. Shelby or Xrs. “11lmore. Those holdings
#ould be entersd under Yrs. Shelby's or I'rs, Fillmore's name on some
card,
Nould they show any rtarenthesis or some fdentification that they were
takan in fletitlous namea?
I could not tell you.
Migs Baber had chargs of that?
Yos. There might have been some netatlon of the name.
As you say, the faect that some of these fictitious names, as far as the
3helby account wes concerned warse not only real rversons but customers
of Blyth & Co., and Blyth, Witter & Co., and that was a sourcs of con-
fusioeon.
Ten,.
How did it come, when you —ad the whole telephone nook to draw r'ron,
the nemes of customers were selected?
We are golng into a long story nf dishonesty. There was a credit of
$2.50 for every new client. Had I used new names, I would have heen
credited with new clients. In other words, I could nave used ten or
or fifteen or twenty new names, which would have constituted new client.
T would have baen entitled to a tomus. I would have had that ass a rat-
ing over other salesmen.
Wnile we are tallking akout the matter of these records, do you know
whether Miss 2aber is svailable for a statement?
T would not be sure, Sha could not locate work here. I think she
¥ent to San Franelseo - out of town with some friencs. I do not know
whether she iz back of not, but will try to rind out.
One more gquesticn about this. In maklng returns to the Los Angeles
office, these rurchases and sales in the namss of what we will term
Flctitious name customers, would appear as business done with those
customers, - JuDDO3B.
Tag.
Tt would oceur to me that Lf taere wers regular annual rhecks made by
Price Waterhouse or another auditing firm, 2and l=tters were sent to
those customers, that that situation would have been uncovered. Was
anvthing done to nrovide against that?
well, yes., There were no balances oOr undellvered securltiea 1n the
names of those persons which required circulation by letter.
Tn other words, it was arranzed at the end ol the year that balances
wers taken out of these names?
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This woman had gone to Europe. A1l of these transactlions wers complete
in 1925 that were for 1925, and thoae that wers done in 1926 were all
sompleted in 1926. Jere all sompleted before she left for Eurcpe in
June of 1526.

I asssume that 7Tou plecked out thess augtomers' mames as flctitious

names yoursslf?

Yaa,.

ind Mrs. Shelby did not know, aa fsr as you were AWare, that those were
the names of other customers of Elyth Z Co. or Blyth, Witter & Col

T don't know whether I made asny explanatlon in making daelivery tc her
or not. “hether I told her it was a customer or nct, I don't knowe.

At the tims she had taken up her reaidence in the Mathewson House in
Los Anceles, it was known as the Helen Mathewson Houae.

Where was that?

Cut onposite ¥indsor Square. [remont SQuars.

Tt was either late in 1919 or early in 1920 that she moved intc the New
Hampshire Street property, called the caaa Marguerita.

At that time it was in 20 or the end of 1519 &hat she began making pur-
chases in the name of her daughter Marzaret Shelby and under the namse
of her mother, Mra. Mlles.

Did the conflrmations or billings ccome out that way?

Yos,

And were they sntered on the books in that way?

Yo,

Mapry was a minor at that time?

I thlink she waasa,

So she did not make any purchases in Kary's name?

She dld originally. 3he purchesed some securlties under her name &nd
then began making all of her purchases elther in her osm name or in her
grandmother's name or in Margaret's nams.

Wae the propriety of that dlscussed with you? Or was she seaking your
advice on that?

She asked me about the matter of return so far as the investment was
concerned, and what the results would be by making a return under those
names, and I said so far aa 1t being thelr At stinet property, all right
If it wes going to be distinctly thelr rroperty to make the roturn that
way. If it was going to be ean allotment of funds by Mary, all right,
and thet was later developed in the federal hearing. That element wes
brought out what her plan was.

It showed Miss Minter entitled to $165,000,00.

All of that would elther be in the possession of Mr. Wales, who was the
accountant for Neil MeCarthy, Hary's first attorney. It may have
found its way into the hands of Dana Latham, an income tax man. It was
all submitted to Mr, Mott's offlce.

Very much to the contrary. After looking aver the statement she sald
she felt thet I must be in the employ of her mother to provide such a
atatament or such an srgumsnt.

How long 2fter that was it that Mary employed Meil McCarthy?

T didn't see Mias Minter until after the Taylor murder case, and she hac
moved over and was staying with some frlenda cn Garfield Avenue.

Then 1t suddenly appeared that Mary had approached a Mr. Leo Chandler
ag an sttorney. TFither Leo came to see me oT I met him on the street
and we talked about 1t and I told him very much whet I told Mary at the
time I met her out st the houss and tried to dissuade his interest inso-
far as litigation against the mother and trylng to get a settlement
inside the family.

1 would say those conversations covered culte a time bafore 1t happened
Wy best recollection is that as a result of having held securlties in
the name of her mother and in the name of Margaret as she had, Mra.
Shelby wondered if they could not be purchased in the namea of other
people and yet held by her, which I told her weas aquite possible.

Thess were bearer bonds?

T have forgotten. It was merely & matter of our records in Blyth & Co.
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hooks that wag lnvolved. 1 know I assured ner/that ooint that 1t coul
be done. It was with that satisfaction on her part thet I could pur-
chase the securities through Blyth & Co. in the names ¢f other psrsons
and make delivery to her so that our records would not disclose these
particular bonds as being in her possession or her property. I think
by that time we stopped buying securltiss in her mother's name sc 1t
would be between herself and Margaret Shelby - that would be the sub-
atance »f it. I cannot for the world tell you sverything.

There were & good many conversations about that?

Yes, we discuased 1t Interminably from 1520 up until thet time.

ibout whet time was that? 1922 or 23%

Along in 1922.

Can you recall whether the suggestion regarding purchase in fictitious
names came from Mra. Shelby, or whether 1t was & suggestion you madef
Mrs. Shelby fodlowed up on the proposition that having been able to
buy securities in these names of these other women, whether she could
not buy securlties 1in the names of other versons as well.

As & matter of fact, you did not see anything necessarily dishonest in
a suggeation of that kind?

No, not at all.

This thought occurred to me this morning when you were explalning what
nad occurred with McCarthy and Chandler, that Mrs. Shelby may well hav
felt that her clalm that Mary was entitled to $165,000,00 wag a c¢laim
in good falth, and that one 0¥ the reasons, and perhaps the princlipal
reason why Mrs. Shelby did not want the securities taken in her name
so that they could be traced, was to prevent tylng her up by attachmen
ponding the determinetlon of any controveray. 1L suggest that to you
with 8 view of refreshing your recollection and ask you whether that
fasture ever waas discussed.

T think it was because she was hopeful there would be no law sult, but
was apprehensive, and with the retention of thesse attorneys, it became
a guestion in her mind whether or not there would be s seizure of secu
tiea, I was no lawyer - she was no lawyer - and she was trying to mak
a lewyer out of me, and I was to the best of my ability trying to con-
gult with her. It seesmed to ma that a claimant of property would have
a perfect right to go in and alther 3esize or tia up securitles =80 I we:
Was that diecusased with Mr. Mott, so far as you know?

No.

You naver discussed 1t with him?

No, I never did.

What I have in mind, Nr. Henry, 1s thia: All I can do, of course, 1s
to reconstruct the thing, from my experlence, on the pasis of what you
have just said, but it occurs to me that Mrs. Shelby might very well hr
wanted to go into this arrangement =0 she would not be at a dlaadvants;
tn any litigation that she might have. In other words, to be tied up -
advance rather than ultimately defrauding Mary, if ¥ary should prevall.
T em directing your attention to that aapect of it with a view of ascer
taining whether or not 1t was discussed on thet basis. I understand
from what you have gald that it perhaps Wad.

T think it was discussed on that basis. Unguestionably. Mrs. Shelby,
however, had this in mind, Mr. Lewinson. She had the determinstion in
her mind that litigation or ne litieation, by any manner oOr means in
which she would beat the sttorneys to 1t - when I uae that term 1 mean
nave the advantage by movement over them in any way that she would not
have to surrender a dollar of anything to Mary, as far as she could.
That is to Mary personally?

Yes.

ind the idea of that, in part at least, was the protecticn of Mary and
others?

That was stated continuously.

At this time in collaborating with Mrs. Shelby and in purchasing secu-
ritlisa under fictitious names, you were not conscicus of deing anything
dt shonest?
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ot at all., This matter of concaalment was a problem of hers and was
one which I saw was vital to her, in determining that the agcurities -
and her ideas may have bsen legitimate and troper, and so far &as she
expressed them, they were?

Yes.

Yenry: The only thing 1s that at that time it was juast a paprfect upro:
I never went through Hell and {gh water higher than that was.

W11l vou enlarge upon that?

T auddenly discovered a naw pleture so far 28 feellings ware goncerned.
Theres was extreme bitterness between hep mother and herself that ssemec
to go beyond business. The mother, on the other hand, Was critical of
the daughter as being wayward and things of that character, and abao-
lutely unwillling to have any advice from her or dlscussion with her.
Mrs. Shelby then told me that her desughter was then charging, that Mar
was then pessing the werd that she had killed Taylor.

That who hed lilled Taylor?

¥Mra. Shelby. That Mary was doing that because her mother was jealous
of Taylor and her ssgociations - I hope I cannot be sued for 1llble,
hecause I am trying to tell youm the truth.

vou need not have any apprehension on that acore.

I em trusting you and trying to tall you what I know of this thing.
Then came very cleasrly into line the intense bitterness between
Margaret and her sister. I saw 11ttle of 1t in Mary because I saw
iittle of Mary.

was thls before O'Melveny was emploved? Can you say?

Yes, G'Melveny was not emploved until after the Taylor murder.

Had MeCarthy been employed prior to that time?

T cannot say., My lmpression 13 that what we are talking about x= the
attorneys happensed after the Taylor murder.

The resson I asked that gueation was that I got the impression from
whet you said when you first took the matter up with Mary and showed
ner the $165,000.00 total figure, that there was not a great deal of
bitterness but there was rather disappointment on Mary's vart.

Mary was disappointed and thought I was 1n the employ of her mother to
do a JObo very

There was not/much bitierness when you had the meeting at Mott's offlce
was there?

I only met with Wales and did not meet with lilss llnter.

Pephaps we can discuss the dates some other time.

whatever I have been discussing here - sll purchases of securitles unde
new names, all of the rest of fhis T have basn discussing herse in rela-
rion to the employment of the dlfferent counsel, 1 am positive came
after the Taylor murder. There was untold bitterness mixed up in that.
As I undersatand it, that does not imply that the certificates were to
he igsued 1n fictitious namea?

They must have been vearer bonds, because if they had been cartiflicatas
they would have had to be 1asued in that way.

I nhad understood, without knowing, that they were all Dearsr bonda,

T gseid I did not know if they were bLe&arer bonds or preferred stock. I
\mow that they muat have been bearer ponds because had I crdered orefer
atock in s filctitious name it wounld have had to be issued, the certifi-
cate would have nad to be issusd in that ftetitions name in order t0
preserve the element of concealment.

At that time Mrs, Shelby had not rurchased any common stock, had she?

1 think once that she bought Famous Plavers Lasky - elther common or
preferred.

Chester: There was some COUMON.

Lewinson: Prior to that time?

Chester: That is my impression, that she bought commen.
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Yo have two lines of thought here we nave been developing in a more or
less parallel way; one in the matter of te rurchase of securities and
ordering them in fictitious names and the other is= the contreversy wit
‘ary. .nat iz the next thing that stands out in your mind on elither ¢
tho=e subilects?

Wlth the develorment of the situation under O'Melveny, I felt very
certain, and I know that Mrs. Shelby 4id, that the $165,000,00. figure
was not zoing to atand for two reasons. Flrst, because of the basis ¢
which it nhad been established. I told you I was dubious of the income
tax an which I felt certain would be attacled. Secondly, also the gir
nad made further earnings in the interim period. and also the gueatlc
of what had become of the money that the glrl had earned, There was &
certain [igure due her. .hat could have bheen done with 1t? Her inves
ments in securities. She had also made investments in real estata.
Some I think out on LaBrea and a piece of wroperty in Hollywoed -
Laughlin Park I think it was called. This Laughlin Turk property, u=s
T remember it, she originally paild $35,000.00 fer it. It was purchase
later by King C. Glllett for, I think £185,000.00. That is a sampls
of Southern California reel estate sdvance. And Mrs. Shelby zaked me
to wrepare an investment schedule of Mary's tasiz of her income, less
the LU%, “ess the tax, stec., month Tty menth, and year by year, for a
cartain fixed period.

That is to reconstruct it?

That ‘s, to check over the securities which she had nmurchased, ¥rs,
Shelby had purchased, whether wnder her own name, her riother's name, ¢
Margaret Tillmeret!s name, to take these csecuritles and as a certzin
amount was paid for - we will say January 1, 1%21, there was some that
would have been available for investment. To asslgn against that amou
the purchase of whatever securities Mrs. Shslby had bought in January.
vr. Henry, I don't guite understand you.

On January 31, 1921, we will say that a payment of $35,000,00 was made
under the contract with the Famous Players Lasky veopls. There would
be deducted from that amount of $3%5,000.00, first the forty per cent
cominz to Mrs. Shelby. There would then be desducted that nrovortion
of the vear's income tax and income tax reserve that I had to flgure o
tet off against that, tosether with any expense that could be attritut
to her, extraordinary expense. That would then lsave a net smount for
Mary for investment purposes. Je will say out of that $%5,000.00 ther
remained after all of that $15,000,00 or 516,000.00. If Mra. Sheiby
had purchased in January, 1921, a block or §20,000 orf some securities,
such as Chine Malls Steamship Co. bonds, I was exvected to asaign
against this 15,000 avallable investmant capltal, 2ither 315,000, of
these China Mails flgured principal and intereet, or show the total of
$20,000.00 of bonds purchased with $15,000.00 applied as & partial
rayment on them. Thaet trust was to be carried through on paynent made
by the Femoua Players Lasky people to Miss Klnter month by month
throughont the period, which at 1ts conclusion would show presumably
the emount of tonds that lrs. Shelby while holding under the name of
herself op her daughter, i 'rs. Fillmore - ¥arzaret Shelby - and her
mother Frs. I'lles, were actually the preperty of iary and had been pur
chaasd for her acecunt. That was an accounting of the investment vro-
gram she made,

73 you ctremare such a schedule or statement?

I 'dld. It was a long extensive thing.

Have vou a copy of 1t?

T don't know whether I have or not, dut Mre. Zhelby has. I am sure she
=ng a8 it was used bv her in repgarc to the Laughlin Fark property.
Lewlnaon: Iir. Judson, have you a copy of 1t?

Judson: N0,

mid vou vrevare that alone, or with the sid or liss Eaber and othera?
I may have nsed Miss Baber on the calculationz and in checking up
deteils of acerusd interest,
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P.169L,2 9. Can you tell us when that waa?

4. In 1922 or 1323, I don't know. T think it was just nt the inception
of the O'Melveny interest in the case. Tt was after the MeCarthy in-
cident and the Chandler interest.

Q. You think 1t was just on the eve of the 0'Melveny employment oT ghort
afterwarda?

A. Shortly afterwards.

Q. What did you do with that data?

A. It was furnicshed to Mrs. Shelby.

Q. Do you know what that showed?

A. Something over 3200,000.00.

7. Due to Mary?

A. <VYes in sscurities - everything - that showed everything that had been
invemted up to the minute.

Q, M¥r. fdenry, you say something over $200,000,00, Can you give it a 11t
more closely than that?

A. Tt was a little more than $200,000.00.

Q. Was it less than $225,000.C0%

A. It was less than $300,000.00. The $165,000,00 always stuck in my minc
Q. Of course, there is an awful spread between $200,000.C0 and $300,000.(
I am pressing you to see if you can remember 1t more particularly.

A, It was-I would not venture that flgure vacause that figure never stuel
in my mind. aver

P,170L.2 ., Was that figure/communicated br you to any one other than Mra. Shelby
In other words, was 1t ever communicated by you to Mott or C'Melveny?

A. HNet to O'Melveny.

Q. To Mott?

f. It mlght have been. Do you know if a copy of that paper wasg delivers«
to Mr. Mott?

- A. I think the original was turned over to iirs. Shelby and she delivered

: it to Mr. Mott.

Y | Q. Have you anything else to say with refersnce to that paper?

. A+ The purpese of that paper, aa eventually developed, ilrs. Shelby told r
waes that thls showed that at no time had Mlss Minter had any cash sava?l

| able for the purchase of the Laughlin Park property. She kept her gl:
invested upe. It eliminated ths Laughlin Park property as ahy prounerty
that Miss Minter could have possibly purchased because at all time= sk
nad this block of securities she had purchased. There was a lot of
bitterness over that Laughlin Park property. she may have abandoned
it as being of no interest tc her, hut at that time whe was unusually
interested whether or not 1t was $35,000.00 of her money OT whether oT
not it was vapt of the LO% of Mrs. Shelby's money that went into the
property that produced 1150,000.00 profit,

P.171 Q. You understood it at the time, did you not, Yenry, that lrs. Shelby we

' making the claim in good falth that it was her money that went into
Laughlin Park property.

" A. She waas making a cialm all right.

G. You understood there was a tasis for the claim?

A. You are drawing a conclusion in my mind. I had purchased no securitile
for Miss Minter. This total block of securitlies st that time - I coul
not differentiate between what should be assigned to Miss Mlnter or wh
should be asslgned to her mother. Iere was a big block of securitles,
while purchased in a varlety of names, was in Frs. 3helby's personal
poeount. Anything developed out of them was retained by her - a com=
mission was paid to Nargaret for the mirchase of that provertye.

5. You stated a moment ago that you were surprised that your accounting
showed that the Laughlin Farlk property was purchased with ¥rs. Shelby!
and not with Maryls money.

h. I was not surprised at it. It was only to establlsh clearly - I don't
cuestion it probably was ¥rs. Shelby's money. T was hanéling sny mone
that was there, add it was up to me to dstermine whether it was her
mconey &8 manager's cempensation, or whether 1t was her portion of what

was earned which was used to buy the Laughlin Park propertg. “hat act
ually developed was that hare-where possibly there was no ealgnation

-

—
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P.172 of bonds ns belnz Wiss Minter's property and reported as such 1in her
inecome tax form, anything of that character, it snddenly came around
in thls set up whereby there was not A possibility under it to show
whepe therc nad been at any time cash aveilable [or the purchaae of thi
proverty by Wiss Minfer.

G. was that subject discussed with Ir. Mott or C1¥elveny?

A. ith ¥r. Mott. Tt unauvestionably was discussed with Ir. liott.

C. I mean between you and Mr. Mott?

A. T aannot tall you. Tt may have been. : think that in rne of my meetlrs
with r. "ott and lrs. Shelby that guestion nf the Tauchlin Park propel
41d come up.

Q. 4t the time 7ou preparegthils acoount, yvou regarded 1T a3 an honest acec
214 yeou net?

Ae Tf that was Mra. Shelby's use of the money? I den't quite get you.

2. Let me vut 1t thls way.

A+ I recognized Wrs. Shelby as her daughter's manager, ind if she said the
was the way the money went, that was the way the aoney want .

Q. In other words, you 4id not regard the account vou had gotten up as
being a dlshonest contraect to defraud Yary?

A. Mo, I didn't at the time, because at the time I prepared that statement

P,173 1t wes to show what “ary ~as supposed to own. I didn't and I don't

' know whether Mrs. Shelby had the idea when 1t was (irat rrepared buf it
eventually wound up against ths posaibllity ol Yary ever having the

- monev to huy Laughlin Park property. That was really surprising to me.

G. So apparentlT it was vrepared with that nlan in mingé?

A, I don't Wnow what tre mlen was. T did what I w1 evypectod to do. Late
it wvag used in that way.

‘Q. In preparing it, you didn't have in mind that 7ou wers collaborating
with Nrs. Shelby with a view of Cefrauding lary?

A. HNo, nor did I think of the Laughlin Fark proparty -srticularly. It
pacame suddenly a bone of contentlon.

J +Qs Do you lmow whether at that time the Laughlin Park croverty had been
f purchased?
"A. At the time this thing was preoarcd?
& Yes.
4. T anpld not tell Tou. - Zon't know the dates rthat ctatement covars. I

: would have to {ind out.

§. Just »rior to thls, ’r. Fenry, TOuU were Aealing with the subject of thl
account you had reconstructed from the datea furnished vou by ¥rs. Shelbd
and as I understand vour statement that account wius rade elther late in

OTh 1922 or early in 1923,

A. Somewhers thereabouts. I think it was in 1922 or 1329,

4. “haet 1s the next inecident that ctands out in your mind?

A. lell, I am trying to think.

Q. irs. GChelby went to Europe, as I understand it, in the middle of 1926.
It might be convenient to consider that date, end then go into the
things that eccurred from the time that you were talking about in 1926.

A. You want me to mo into thisz matter of the things T “:ave heen charged
with in court.

Q. I want vou to go into this socner or later, but my ldies was that you
would take the subject up historlcally and naturally and without regard
to charges, und tell the story, =snd your atatement would probably be
more accurate. Lf you can forget those things Zor the rresent and give
+he matter historicslly, I think that would e rreferabls.

A, Tn 192 - T don't know vhen O'Melveny brought "is case =

Q. Tkis might verhaps help you, lir., Henry. There was a 3100,000,00 trust
vrepared in 1924, and instead of taking Fhe 2ate n? 152h, if vou witl
work ur to that cate in 152k,

A. Tn the course of coming down to - I think it was preliminary to filing
the complaint I am not sure, I think as a prelimlpary matter Mr. lott

F.175 and Mr. C'Melveny I think discussed that betwaen themselves, znd then
Q. Disgcuased what?

A, Discussed a trust.
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(m I Lo understand, then, that the trust was vrepared as a result of
certalin negotiations in advance of an action bteing Srought?

"7 lmpression is it waa, Iy feeling 1z that wus done before and was
really in ita crestion, I know this to bte & fact th2t in its creatlon
it either had in Mrs, Shelby's mind the idea, the possiblllity that
2lther an action would not bte brouzht or i1f 1t had slready been brought
it would soften the effset of 1t by taklng this action., My impression
is it was taken boafeore the complaint was {iled.

T'o vou know the facts in ccmnection with the preparetion of the trust?
£1d vyou have anything to de with it?

In the preparation of the trust?

I don't mean the legal document.

I discussed it with N¥rs. Shelby and discussed if with ¥r. Mott. Hrs.
Shelby was first adverse to it.

#Fho broached the idea?

I ecould not say.

was it dons pursuant to some demand cof Mary or 0tMelveny?

That iz out of mind, whether Mr. O0'Melveny suggested 1t, I know Mrs.
Shelby was averss to i1t, and I know I talked tc NMr. Mott, ‘Whether I
was called to his office or not - I must have heen called to hls orflce
or whether T went to hls office at Yrs. Chelby's reouest or at his re-
quesat I don't know, but I know I talked with him relative to affecting
¥ps. Shelby's consent in doling 1t,

Judson: It seems to me some way, although I am not at all surse about
1t, that 0'Welveny's office insistad :pon Mra. Chelby areating a trust
as evidence of good faith before they would zo further with negotlatior
In other words, as I understand it, before they would nermotigte wlth he
they inaisted that she put up at least this sum of money in trust,
Henry: It 1= my feeling that this wes preliminary to even discussling ¢
cattlement of thelr diffarences. There had to be that mueh put up.
Juat a minute, Mr. Henry: what went into that trust? Securlitlesas that
you had sold to Mrs. Shelby?

Yas. OSome were securities that were originally sold to Mary in Mary's
neme, and there was $100,000,00 par value of them and in addition to
that another amount totaling fourteen or sixteen thousand dollars.

Mr. Chester states to me that there was $100,000.00 in the trust and
340,000,00 outside of that. <Can you explain it?

No, there waas not 340,000.00 outside of the trust. T mean the trust
sltuation with O'Melveny and Mott. I am thinking of that. There was
$100,000,0C plus some Fourteen or sixteen thousand dcllars of stuff
that went to Mr. C'Melveny &t the time.

Tou mean to O'™Melveny for his feoa?

I don't know.

I am scmewhat interested 1n that.

Because the $l00,000,.,00 constituted the truat.

You spesk of the par value. Was that substantlsally the then market
value, also?

No. It laocked that market valus some thousands of dollars. That can
be establliahed., I can give it to yon. Coming down teo the $40,000,00
which vou mention 1s the sxcess over thls Jourteen or slxteen thousand
was an excess given direct by Mrs. Shelby to Mary, which consliated of
320,000,000 Oxnerd Dralnage District Bonds, und I think 1t was $5,000,.00
reclamation 160Ls., That would be $25,000.00. That is you flgure.
There was #25,000,00 there and some fifteen thousand c¢ver with the
Ct'¥elveny trust.

‘what can Tou tell ma about thse circumstances leading up to that frust?
I think that 1s a faect. It was O'Welveny who demanded the formation of
a trust for some part of what would be due MNary. That went in with the
matter of further dlscussion, whether by litization or by sesttlement of
her matters, dependent upon that being done. Wott recormended it after
CtMelveny's first request for it,.

Jow did vou funetion in that?
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To the extent that I talked with ¥r. Mott about 1t, and T think I tall:
with O'Melveny stout it. Mre. 3helby was verv hesitant at the rirsat o;
it - ve2ry anxious to avoid 1t. Jer feeling was, as she expressed it at
the time, was the f{ear that thls was something that would be set up anc
then litigation would extend to a greater demand from her ar a greatenr
settlement than would otherwlse would be the case by negotiation or
litigation, and was opposed to 1t. T argued with her some time over tt
and it was because of that argument that I “ed the discussion with Mr.,
Mott, he stating that it was vital to Mrs. Shelby!s own interests that
this evidence of good falth be established. At that time there was thi
animosity between them and a good deal of attack snd counter-attack anc
the like, and it was essential - I can zay it mas very desirable at
least, to make the showing that this matter was golng to go through on
8 settlement basis,

Well what haonened then?

After that was done there was a meeting hetween - there was a meating
between ir. llott and myself and V¥r. C'Melveny 23 to a settlement.

Can you tell us about when that was?

I would say that would come along - that truat was formed in 24. It
was toward the tall end of 2l or sometime in 25 probably. Mr. O'Melver
demand was a half a million 4ollars.

In addition to the trust money?

I don't think so, a half million dollars, the trust money standing asic
including the trust money. That was an impossible settlement as it stc
in my estimation at least, I'rs, Shelby got her L0% sarnings but she wa:s
entitled to encugh to live on. It was not in line with 1{£, T made the
statement to ¥r. lott.

You made it to Mr. O'Nelveny?

Yes. Then there was some talk of $250,000.00. and that did not got
anywhere,

Was that 0'Melveny?

Whether it wag Mr. Mott each time, I don't know.

On what basis was the settlement discussed? Was it on the basls that
Mary would be entitled to an accounting, or was it juct on a horsetrad-
ing basis?

It was just a norsetrading basis. The statement was made that an ac-
counting would show that there was not due more than that. On the othe
hand, the contention was made on the other side that if an accounting
was ever made it would show much more than that. So it was really e
horsetrading btasis. VYothing came of it.

Let me interrupt you there. Of course, in this accounting that you
prevared based upon Mrs. 3helby's transactions with the house, you took
into account the securitiss purchased in fictltious names, a9 wall as
the securities rpurchased in ¥rs. Shelby's name or the names of members
of her family, d1d you not?

It 13 auite possible, ¥r. Lewinson.

You necessarily must have.

I shonld think so, ves.

You don't know shether that was ever delivered to Q'Velveny?

No. T fesl very sure 1t never rsached C'Melveny, I would not swear to
that, but that 1s te the best of my recollection.

Now, did you meet at C'Melveny's offlce more than nnce?

e, Jjust once,

D14 you meet with Mott in that connection more than once?

1 met with Mott - Mrs. Shelby asked me to =o to Mott's office, I could
net say how many times., Two or three times erobatly, with the settle-
ment o the trust., Then I talked with her and r. %ott on how we would
talk to Mr. C'Melveny when it came to this proposition of this proposed
settlement basis. How many times I could not tell Tou. It was not nan
times. T telked with her a good deal more., I was cetting in pretty de
when I zot 1n between these two lawyers. “hen I went to see 0'¥elveny
with Mott, it was no great pleasure for me to do it. lrs. Shelby asked

me to do 1t., If was not a situation that I liked, In maintaining this
posltion of a settlement of $250,000.00, Mrs. Shelby even at thet
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flgure would “ave 1little more than s just a reasonable living.
Did this fsature of the matter receive any attentien in the discussioen,
namely, that ‘rs. Shelby was entitled to deduct 2 reasonable figure o1
the support of Mary in a particular style In order to enable her to
properiy pursue her career?
That was brought out toth in the income tax hearing and in this settle-
ment., 4Any time that dlscussion came up, that was ziven attentione.
Thers was no authority to make the offer, 1f an offer was msde of
$250,000.007 “as that general talk?
That was general talk. i3 a matter of fact, I remember of going back
and talking with .rs, Shelby atout what happened. She would talk with
Mr. llott and then she would talk with me, and when I talked with hen
about the $250,000,00 it did not please her, and 1f O!'Melveny had ec-
cepted 1t, 1t would have been hard.
In taking it up with O!'Melveny, was it taken up on the hasis of negotie
tions so famillar in this part of thae country, that while you had no
authority, and Mott had no authority, to make that sort of a proposal,
1f O'Melveny would make that offer you would take that up with Mras.
Shelby and use your personal influence to have it accepted.
It very probadly was.
¥as this $250,000.00 spoken of in addition to the $1L0,000.00 already
pald?t
Mo. .
That was $250,0C0,00 over all “rom which the $140,000.00 was to be de-
ducted?
It 1s my impression that Zr. liott had in mind the #250,000,00 in additi
to the trust, that is my impression. In my versonal mind it was
$250,000,00, including the trust, Yecause i knew whet unrs., Shelby would
say when I saw her and she would cee Mr. lott -
At any rate, to use an exvression of a Harvard Professor, it was all irp
the vestibule of loose talk,
It turned out that way.,
It appeared at the time there wes no authority
I had discussed with Mrs, Shelby several times where she was going to
got off 1ln the event of suit, as I zaw 1t. T felt certain the Lncome
element would be attacked, that the renort she had made through Mias
Berger would not stand up under investigation, that the Laughlin Park
proverty would come into account, That there would b= one thing and
another that would plle into that.
You say that +vou felt these things. ™a you communicate them to Mrs,
Shelby?
Yss. I would talk everything cut with her. She would have me over fop
that purpose,
What did she say in resvonse to those succestions?
I could not say. There was night after night of 1t and I cannot tell y
Did she acquiesce in those sugzestions or did she combat them, or did
she 40 both?
She would sometimes seem to yield to what I thought might be the inev-
itable, and the next time shs was protesting bitterly, because what shs
hed in mind was the fact that it was not herself solely but there was
Margaret. GShe wanted to take care of Margaret. She wantsd to take car
of Margaret, and 1t would lesve Margaret virtually penniless 1f the sul
went through to a conclusion,
That 13 to say, if it went through to a conclusion and she lost all ato
the line.
Yes,
Yhat is the next incident that stands out in vour mind?®
Then came thls - this was in 1925 - two or three things combined to
affect lrs. Shelty very much. The first was, of course, the imminence
of this suit coming to trial., The sgcond, as I remember it, was the
income tax investization conducted by a man named Pyle.
Who was he, a government man?
He waa a government man,
Whet broucht that about. Was that done by 0'Melvany?
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¥r. Senry, I am going to exhibit to you a transerint of your dealing
with E. F. Hutton & Co., and I wish wou would :-%e time to exzmine i
and s2xamire it with refsrence to the ltems in hibit 2 of the Frice
“‘atarhouse rs2nort which I have besn over with wou in detatll, :nd aft
Tou 1nve complated sour extomination I ovlsh vwou woula undertglte to ah
if =7ou z2an, what moneys wou rezlized from lrs. Shellvts securities u
o June 21, 1528, were used to buy racific Gas 4 Electric stock and
Tamous Zlawvers stock which vou curehused Sor tha socount of 'r. llorn
or 'rs. Jorris or the Morris estate, and delivered to one or the oth
nersons numed or tho estite.

“r. Lewinson, Lt i3 absolutely impossible, bescause, Tor instance, on
the stoclts isswued out thope there 1s not the nome of - ainele Tavty
whom the zecuritles were issued, If this record will show - what we
will hzve to get from Futton % Company is actuzlly the name in which
sacuritles ordered out. Doesg that appear in this record? :
Sheaster: No.

Henry: In other words, there were other rersons during the same oper:
of time that I had the Hutton account onen, ind what I will have to
obtain from intton iz when Paeciflc Gas 7 Electric or ™amous Players
were ordered issued out, when those appear in the name of W. E. lorri
or hls wife.

Can wou do that durinc the noon hour? Getween 12:00 and 2:30 today?
Well, I will try. I don't Xnow whether Hutton can furnish 1t. YVou
mow how it is with those hrrokers.

I am anxious te hzve that 3o we can nroceed, 1nd I grefer to 2diourn
now <nd sndeavor to let wou ceot 1t ov 2:30,

I will ma%e the effort but I would not mromisge —w-u, Trom my experiern
with these fellows in brokeraze offlees, it 1ls *~rd to eret, bDut I h-v
“et to zet it.

Jould you care to telephone them now -nd see 1 -ou c-n make some
arrangement. It L3 11:15 now. Suppose you t1lk in the library.

In the first place, they wlll not take it on telephones call. I will
talsphone to prove 1t to you.

I would like to adjourn now, then, so that you can proceed over there
It 1a just 1n the next block, -nd -et an examin~tion of the account 1
2id31tion to what you have.

Judson: My can't we suthorize !'r. Chester to ret that lnformationy
Lewinson: MNr. Chester can get that, Ir. ienry.

Henry: “hat I will have to ret 1z the d:tes thzat was ordered out und:
the name of Morris in order to -

Lewinson: That is what I would like to have —ou ~2t. Zould rou call
now and make an cvnointment by telephone so thit LMr. Chester end your-
gself ¢an r~o over there and r2t tht Information.

denry: Yzs, I will be clad to.

Lewinson: r. Cheater has c2lled 'r. ialey 2t =. 7. Hutton * Co., K
Yr. Jaley states if yon will sive us a letter ~uthorizing us to obtair
the irnformation he. will see that it 1s furnished to us as soon as
reascnably convenient. The transceript of the accounts which I have
handed to rou for insvection i3 a transceriot of --~ur ledger ~ccounts
@ith %, 7. Hutton begimming in 1520. #il1ll wvou please state what data
7ou will regulre in order to trace the vroceeds of 'rs. Shelby's
sscuritiss into the Famous Players and Paciflc¢ tas stock delivered to
¥orris, !ra. torris or ths Morris estate vhich is not shown in the
Etranacrict of the ledeer 2ccounts.

In order to assure ldentiiigatlon of the stocks dslivered to Lr. Lorri
“rs., Jorris or the brother, it will e necessarr to obtain the names
of zersons in whose names either Facific Gas & Tlec. or Famous lavers
oreferred was issued when ordered out for dellvery s appearing on
Ehair statoment.

How can you flx the time when you received the money from MNorris?

¥ou rverer now to the partial pamments?

Yes.
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I don't mow now I 2ould. I c¢an, of course, 28 to nen g would have
completed his payments.

Can vou tell us now when that was?

7o, put Tirvth ° Tomoony's Ttooks wi1l cnow when ti~:t waz,., ‘They ill sh
the vurzhnse of some underwritten securitiss “rom thkem, 1t thebt time,
a nirtizl pavment basis, wnich succeed completion aoif his pavyments on
this stoeck with me on our joint account.

von cammot determine the Lcas that you sustalned on the ttorpls jolnt
operatinz iccount rithout Jirst fixing the date wou rnegeived the orici:
payment can vou?t

Ko, I cannot exactly, ocut I think fairly T can :oprowimnte it.

By reference to the books of Blyth & J0. can weou :oproximete wnen ¥ou
recaeived the first pavment?

With reference to the books cof Zlyth * o, tEhev would =how aoproximete’
the comnletion of hls rizmente on the stock.

Would any bank accounts of yourself, or Zevosit slips show mecelpt of
the roney?

‘hey came in such odd zmounts, 'r. Lewinson? *hnt T would not be ntle
to identify them as Ur. “orris rmoney Trom tne banit statemencs.

Did iss -iber have anvthinrs to do with the orris qsgeonnt?

Yo, other than. receipting for any money ne rrousht ins

w{gs Baber ¥new 1t the tlme thaft Tom were trangncting this husiness
with lorris on -2 T own ~ccrunt?

3he knew T was huving throurh [lucton & To.

7id Tr. 3abeccit lnow?

p. Zabeoclt onlw Fnew, s for s I Tmow, Ihit I doihs account - Tit
'p, -abgoci I taink would be sware of the originul -urchases ‘or Torric
of the commitment Jor :ormis, For Forris was under ctne 1ecount of
Logan i+ 2ryan, under the ni-e o lvth o Co.

¥au mean for the Trmous Tlavers? .ad the Faciflc?

veg, “Thenever that wasa, in 1%2lL, or rhatever 2fte Tou fix. It was in
Logan ™ Bryan and not in Hnutton,

And under She name of 3lvth 7 Col?

Yaa. .
am I to understand thst in 152l or 5 when you first cntered into a Joir
tpading arrangement with Yorris, you went to Ioran ° Zryan and inthe

name of Clyth & Co. boucht Famous rlayers and Facific Gas & Electrice?
The statement will show whatever I Iid “uy.

Is that your present understanding?

I cculd not tell youw. I think I wourht one of tne stoeizs at that time
anéd others of my own selection. I have not ==2en the account.

Ts oy were dolng thls on wyour ovm acecount, why ~Li2 Tou muke U omurchosne
in the name of Zlyth ~ Co.?

“egnuse other rarsons would tuy stocks vorourn © X
raptial nayment nlan, nd the houae aid not fezirs to nandle that trpe
of “™ainsse.

T do not understand that. If the house did not “esire to da 1t, why
A1d —ou m2lre the murchase 1n Zlyth & Jompany's and La Tour oimn nume?
alyth 7 Co. would be holding the stock, ind onlvy “~ve ="rtlially made

1 tryment on ft if “hey were holdine ihe stoclk.

v-u had an accounf Tourself st Lozan - Tryan cetween TulT 23, 1923,
and June 2k, 19259

Tg thunt the aceount, I cannot tell wou. I hove not “ad palference to
those re-~ordas there, those rscords throush vmigh the “orvis otles ere
~ada.

oy - iTitet arder or T

w. Uanrew, I uave vour 21 ned statament wnder “-te of Decemher 7, 133:
wegrine the initials J.2.3. or E.0.0. and C. mivinn t-e names 3
follows: "All of my “rokerars trangactions verse conrinad Lo the
f91lowing “irms <nd Ra2tween the drtes ~iven rasmnaotiralys  Loran & YT
July 25, 122%, to June 2h, 1925." I take it berore "ou =2de tniz state

ment wou ride some investisztion?

owever, thot neeocunt with Logan A "ryan WAz ‘49 the name of :lyth & Jo.
Tt was in the name of “lyth 2+ C0.?

Yes.

It was used as your personal acczunt?
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It was used exclusively,

Inasmucin as ~lyth & Co. did not wish to handle nurcasse of securities,
onen market ceeuritiss on -martizl miyment ~lan.

Why then should thsy purchase them, or chould weu nurarise them in n
aecount £7:at ateod in the name of zZlyth & Co,.?

Zeceuse 17 thls Account over nzre in Fasadena o £ r a2 those purchaser
were concerned, outside of tha llorris account vhich was 2 joint nceount
those nurchases ware made snd vaid for on the »usisz of the moneys nz2id
1n 2n? Logan & “rran were holdinz the aczoumt - ther than 2Awth > o
It di1d rot occupy anv cavital of J3lwth " Co, in %213ing the securities.
In other worda, the situation wasg this. That 1wth ™ “¢c. opened, or
nermitted Tou §o open, the account with Lozan - =rven?

4 far a8 I lnow, res, -acause I nave Zorootten now —hmether T had to -
2 ecard from Zlyth % Co. to authorize the account.

In 132% you were not encs~ed 1in any irresularities that were subject tc
weing mide ovublie?

Thet was onened for the “orris tusiness, 4s I remember it.

and it wAs opened in the name of Zlvth % {o.?

Yeg,

S0 it must have heen done with the consent o Siyth =~ Lo,

I would not swear to that, whether they hzd te "rnish a c¢ard to Loxan
& 3ryan or not.

There was not any concealmzant about wrur talddne t-2t in the nome of
2lyth & Co.?

No.

“aw the onlwy husineas o handled throush 31t i1ccount the Morris busir
T would not swear to ‘t, ! r. Lewinson.

On a matter of that lilnd, ii stoclta were bought on the vartial oayment
vlan thev were, in effect, »cucht on 2 margin with the broker.

Yoa, If there wss a drop in the market, und it was closed out and ther
wagsa deficlency, the firm would have been -cund for that defielency.

It was really understood, sc far as the Morris account was concerned
that the firm was not interested in buylng open market stuf'f for him
and in the opening of that account under the name of 2lyth & Co. by
myaelf T had it in mind solely to use it with the liavility for any
altuation developing around an individual to fall on the indlvldual's
shoulder. In the Korris ascecunt I would hive “een cound by my under-
standing to deliver him the stocks we had agreed on.

As I father it, from your statement, yeou were net onlw »uylng stock Tor
Morris on the vartlal pawyment ovlam but for other customers of Blyth & Cc
I mizht hive. I cannot reconelle what was bourht under that zccount
¥ith what wag boucht under the Hutton account “or 1925 hecause I have
not the Logan and iryan accownt in front of me. I could not undertaite
to say whether there was anvthing bhought under there Cor another Harty,
but I have the imoression there may have heen.

At the time that the Loean & Zpyan account was in effect, the firm was
3lyth, Jltter 2% Co, and not Zlyth & Co.?

Yag,

30 it was ovened 1n the name of Tlyth, ‘ltter &
Yasn.

The firm apparently lnew then that you were hindling some independent
husiness of vour own?

The “irm onlw 'new - the firm as far 2s I Ynow only ‘mew this sc f1r as
the orris account was concerned, or any nerson desiring to huy oven
market atuff on zartial nayments, which thev h'd cdone in his caise be-
cavse of hla other vurchases of underwritten securities and 4id not
deslre to continue. That was explained to ir. lorris.

T =ant to Ynow whag was exoliined to 'r. Targock or wnv of 7Tour superio
in connectlion with running a brokerage aceount under the [irm n-me.

I don't remember whether 1 ever explained to them st all,

Was this ncecunt ovened at the Pasadena Eranch of Losan + 3ryan?

Yeﬂ.

Do you have anything to add to that?

Jo. nd not Zlyth -~ Co.
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~he statemenis of Logan % Brysn came to my office. The accountants wh
they saw Blyth /- Compnny account with Logen & Sryan at that time were
extremely surprised, “ut the only explanation was that statsments had
cong to them instend of cominzs te me.

214 you discuss it with the accountants of Zlyth ™ Co. when they mude
the discovery?

-9, nevear,

Tn 1923 to 1925 thev d1d not !mow anvthing avout tre nccount so fir as
any ~udit of Fasa‘ena was concerned.

There was ne ciscusgsion of that account zs I reeccllact 1t 2t any time
only the fAiscussion of the necescsity for Y¥r, lorrls' vurchases on a
Jartial oayment nlan of oven marlket stuff teing bousnt outside Slvth &4
Lewinson: .ay I haive that dJutton % Co. transcript?

Yas.

Mr. ilienry, so far you have attempted to account for something less thm
340,000.00 in value of ¥rs. Shelby's securitizs 'nd ctate that an amow
leas than ¢L0,0C0,00 went to enable vou to vurchase stock for delivery
to Mr. lorris, rs. orris or the lorris heirs. . hat i3 correct, isnt
12

Tem, as for na 1 can t211 {1t without Xnowing the fi-ures.

All rizht, This Ixhinit 2 of the audit of Price “aterhouse which wou
nnve before wm~n shows th+et ou regllzed between Sevtember 25, 1925, ar
October 26, 19%2, .(14L3,000,00 in value from 2 misavoropriation of ¥rs.
Shelby's securities, inel:fing two items in which the name of l'arz:ret
Shelby "illmore was used, one on Uctober 25, 1932, tor $174.80 &nd one
on October 26, 1332, “or 2062.03, is that correct?

7ea, taking these rljzures.

I am stating that the rigures show tntt now assuming that you used
$h0,000.00 of that money to enable vou to ourchase stock for dellvery
to one of the Yor-isea or the torria estnte, tell us what you dld with
the other $103,000.00 plus,

That presumption acain ia subjeect to correction by me In the actual
reference to flgures. _

Do you mean that you realized less than $143,000.00%

I mean that $4L0,000.00 figure.

If you assume it was less th-n &40,0CC.00 then vou 'iive more than
210%,000.00 to aceount for. T am only ~sking you to ~ccount for
+10%,000.00,

To the beat of my recollecticon sgpeyheres in the nelghborhood of about
$959,000.00 pald to her in - forty?ﬁo fifty thousand dollaprs paid to he:
in c=2sh,.

On what basis?

Cn income on defaulted securities or on securitles t=nt hnd been so0ld
wlthout her lmowledce. .

That is without disclosing either of those Tacts, the factof default o
aale?

Yes, as well 33 - mavy I aak a cuestion? I want to as¥ ir. Chester,
ineluded in xhibit 2 is there involved any sale of securitles in whic!
‘rs. Lhelby new th-t the security was solé nd the roney advanced to °
Chester: 1ol

Lewinscn: Inasmueh as vou have raised th-t gueation, 'r. ienry, what
ls your Yest recollk ction &8s to the total amount reallzed by you on
securities of Yrs. unelby =nd/or *rs. Fillmore =snd/or ¥iss Juliet
Shelby misavprovristed by you?

I could not tell rou. T would only have to take the flzures as they
come uy here. .

2o you recall calling uw Hrs. Shelby on the telsvhone -1fter thess
filgures came out ind asking wnether “r. Chester »«¢é dlscovered nny
misapprovriation in dditicon to those discovered oy Frice Viaterhouse?
I never dld call har on any such matter at all,

Do you know of any securitles misaovorovriated other than those th:at
anpear or are reflected in the Frice ‘'zterhouse r=evort?

I

zgg have examined the Price YJaterhouss resport carefully?

e L]
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Tou nive gone over it several times?

Tes.
7id vou ever ask !ra. 3helby, referring to the “rice ™terhouvse revort
surst-ntially this - "Ts that all wvou rfound?"

T tmave never t2lked to Lrs. 3helby acout any such nitter.

You never talk%ed to her on the telephone about nv sich matter?

‘ot about anvy such mitter %8s that at all.

Epior to the time this Frice-vYaterhonse rewort —13 made, what s your
best recollection as to what wvou had reulized {rom misacproprizted
securities rmicavproorizted from these three women?

r. Lewinson, I never ept any books at 2all., I "id 2 zross idea in my
mind of somewhere :rcund 150,000,00, or more. .150,000.C0, howaver,
was in 7y mind, nd I 1d& not keep a2 record it any time. illne was a
Aday to 42y 2xistence just frrving to stay this thing off and hepinz for
some of these things in which I put money to realize.

™ 3d 'igs 2iber keen anw boolts of wour defalcationa?

0.

Or on vour ~ffalrs at all?%

M.

In your rresence <t the Zlltmore Hotel, Miss Biber stated without
contradiction by you, that if it had not been for her it would not haw
been nossible for wou to have kent up the concealment so long. “an
vou tell us what she did to aid yvou in koeping up that concealment.
Only to thls extent. I would hive no way of lkeeoing track of the
securities I had so0ld, of the amount of interest due, and things of th
nature that constituted the monthly ctitementa on which had to Te made
te mne.

You savy wou pild —hout 350,000.00 to rs. “helbhy as interest, or our-
nortad interent on default securities, =nd as wmrnorted niyments for t!
nurchase price cf sscurlties, :nd that r7u used less that $40,000.,00 L
connection with the lHorri=z matter. hat Aid vou do with tha rest »f tl
money? ,

Involved ih that $50,000.00 also is svyndicate interest and false profl’
that werse supposed to he realized, snd items of that n2ture., Tor 1lnst:
?rice Jaternouss shows svndicate interest of "800.00. I‘here was 2ctua.
in excess of {3%,000.00 rid in so-called intersst - syndicate lnterest
alone, Jmong othsr things, I nurchased this interest in Yniversity
properties which cost me 1 think adout§l2,500.00. .hen I purchased an
interest in oll fee at Santa Te Sorings for 10,000.00. T purchised
that because Gthe income from it was such, or the cvromised income from
1+ would be such s %o c¢ut down the necesaitw of cuttine info irs.
Shelby's noldines in order to p-y her income. In other words, the
income would be rreat enourh to very much relieve thes cituntion of
~aving on tia2ae sold or defaulted securities.

Tawinson: ~Zan we suspend that nd oick it up when ve come brck.

Recess taken until 3:00 F.il., Iay 5, 1933.
Resumed at 3:00 P.M., lay 5, 1933.

she liast guestion ind answar refd.

Yenry: 1In that anestlon rerarding the 3150,000.00, “ould you mind
readine that ~usstlon baiek? It wes the Cirst ouestlion you read.

‘nestion re-raad, down to hottom of nage LL2.

T de¢ not understand thit nort of the aquestion.

“mat T mean by that is this: You sav that wou naid certaln swms to
“we, Lelnw, wmich vou renrezented to be interest “n socnrities, .nd -1
—ou naid cother sums which you revresented to be for the vurchase nrice
of securities sold in =er behalf. #s a maotter of fuict the payments wer
not interest beczause the securitles were in default and were not 7igld=
Ing interest.

Exactly.
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‘nd Tou also made other navments vou revresented to be nrineinal, that

is to zav on "ccount <7 securitles sold for ner ncceunt, which ware no

rold “or Rer szecunt. '

I don't thini that :50,000.00 fisure incluced -nwthing that ronresentes

saymant ey sfaseurities,

Tou exslaln it Ln our ovm T,

-8 pesat 1 understind, I n:ve not made the totals myself, I had to take

tne fleures 1ccumulzfed by ths -~ecountints. hat “lcure would represer

interest n1id on thelr derault securities or Aividends on nreferred

stock that =24 teen ~1id, diwidends torether ~ith moneys paid as inter-

aat or dividends on securities which I nhad solAs.

ot the murchase ~f szecuritiesz which —ou nid sel” “or her on her order

but for dividends or intersst on securities which you nod miaacoropri-

ated :nd wrhlch the Tniieved to ro in =ristence.

Yesa, on default securitics :ind thls syndieate interest ind false cvrofi:

<ell, 2o © r 11l wou hive nczounted Tor ts somefhing l2ss that 390,000

You huve one ltesm of arnroximitely ::50,000,00 which —ou have lust sx-

plalned, 'nd =n item of l=ss that . 40,300.00 connected with the torris

deccunt. sSummarizing the matter, I will suy thet She ''rice faterhouse

Terort shows cthit ycu embez:led appromimately :200,000,00 of money

realized on the sale of securities teloneging to Vra, helby or

arenret Mlllwmore or ary Miles Vinter, or belonzinm ro all of them

without seeking to allocate the securities., '"het did vou do with the

other ..110,000.00%

I can onlvy take 1trmg t» 't nre set forth. 7 nurchazed an interest in

n cagt Texes U1l orndlente th't remresented *retween . 5500.2C 'nd

735,000.00, lnoth-r oil wegl irillin~ crndicate in " ontona or Uroming,

vhich wns either 500,00, or :1,000.,00. I will qive to get those

floures,

Jan Tou ~lve the dotes o those ShinTe?

.'.0.

Approximately or vear?

Ne, I can't do that..

o ahsead and t »1) us what vou 4134 with the monev.

Tt 18 molnm to e awfullv nrpd to do.

ow ars going to flad out what you 1ld with the money unless we 25k o

I Ynow, nd how ~m T =~ninz to ~nswer unless I reallr -2t ~t » racord,

hat records have wou avallable?

T don't now. ‘mong others there would he my income tax returns. ¥

wa@ can get those, they will help me. .Tien tnie matter of whatever

=apsontl corrsstondence that hed to Ao with these oll -ropertises -nd

the llke, wrich may be hud., 3Some 2 that scufl I understand 13 stlll

!n #lvthls office.

Let us approach 1t this way. 7You complete vour answer as besé you can

18 to what wrovu did with the money.

I have several cuses Iin coint. On thes Tirst ational Zank sale of

5000 ‘2s2term States. T went on n man's note in thzt tink, & man

named Richard Cole,

Tor now much?

Tor -511,000.,00 unsecured, :nd time went by and he could not pay that

note, 'nd as I remember those .i5,000.00 honds or some other ~onda, I

waa finallw -sked by the bank fo out up some securlty Tor it because

thev Ald not look to him. “a had rromerty ~ndi T thoursht bls note was

111 pizht.

14 wou ncw it dn rhat waw?

Mtimatelv ndd 1, -y their sellins the bonds rrobably. T naid it.

T ¢211 rour atbention to xnibit 2 of Friece “aterhouse showinz the

sale of "h,000,00 of estern States Gas & Electric bonds.on Soril &,

1326, ~n wnich .,570l.30 =78 razlized, -nd the snle w1 made LthArcusn oo

T™rst Yational Zank of Pasadena and also a simllar item sueust 22,1927,

~hen - §,300.00 was £old ia the n=sme of Mirst aticnal Zank of Paszadena

for :5227.50. Jag either of those ltems the items in nusstion?

I will have to establish the item. The indebtedness was $4,000.00, I

gé%% ggvgtto find cut from the First HMational Zank. They can glve the
L]
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G¢ on znd tell us what else wom did,. o
Another situation I think of, 2 case of a man by ths neme of Willl
H. 3rown whe had a heater bhnusiness in Glendsle which had him in
serious di“{lculty, 2nd he wanted a1 loan Top thlrty days, to zive :
his ‘rmediate collectible naper as securlfty for it for I think it -
52,000.00 or #2300.00,.

You mean he assiscnad receivables? -

He was to. That was a total loss.

“ow mueh was that?

%2300 .00

~id vou advanco money to hime?

Yes, it wasg 2000.00 or 52300,00,

‘a8 ne a Iriend of yours?

I passzed it to him. I felt that he was,
“hen was that? CowER
I think that was in 1925, or 26. I woulé not swear to it.

A1l richt, proceed, : :

48 I say, Mr., Lewinson, I have just “Heen trying to think even over
lunch time, L

Under what name did 3rown do business in Glendale? . **F .

1 would have to find that out for You. ; '
What 13 his full name?

MH1lliam R, Srown.

Is he stlll living in Slendale?

w0, [ think he is living in Youteleir, N J.

"hat was Cole's business wnen he lived in Fasariang?
78 was a man who had a fine home there =nd had = responsible equity
it. They had been frisnds of ocurs. car

Dld you ever seek resimbursement from him?

“ver seek it?

L

R SR

Yas,

Yea. 23 g matter of fact he paid I think $500.00. _”Péqt_qFEm,
On .accountd . AR ek
Yasg, .

All richt, procesd.with voup narrative, =nd tell us what you did wit
the reat of thes money. Rl o

I prefer that you let me try to make a list up. .

I would be glad to have it any way you can. el

Bescause this way - .

All rigzht, lr. denry. Ne won'!'t be able Lo meet on Monday, hut T woul
like to mest on Tuesday morning at*10:00 o'clock. 2y that time will
you endeavor to vrepare as fall a Statement as you can as to what vou
did with the —oney that vou reallzed on the sale of sacurlties belong
to these thres womern or.any one of them, and which you applied or
migapplied to wour own ugea? Co

Yes, I will. T have not even figurss on such losses ag’ T"may have to
in the stock exchange or the premiums piid on life insurance or items
of that nature, o

I would like to trv to ellcit some information on your transactions
“1th utton & Company, in view of the suggestion you have just made,
and if T cannot' do 1t now I can at least attract your attention to th
matter to enable you to have the data for me by Tuesday. Your ac¢coun
with Hutton % Co. was clomed out'in the vear 1931, on PFebruary 17,193
07 payment to rou of $33943.36 in cash. The statemsnt I just made =s
to payment in cnash is withdrawn. I find from kr. Chester I was in em
‘he sumnary of your a2ccount with Hutton & Co. shows that you pald int«
Hutton & Company 1L7,086.38 in cashs that there was pald back to you
in cash during the life of the account %41,.05.86. During the life o1
the aeccunt wou took losszes of averoximitely $335,000.00 and mads
profita of aoproximately $22,000,00 showing a net loss of avpreximsts)
-#11,000.00; =xd so in round flgures, taking your lossea and the moneys
cald to wou in cash and aggregating them, you have a {lgure of approx-
imately ;4),000.00, and 1f would appear from that that $100,000.00, "or
approximately that much, must have been taken out by you In securitieg
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iz that a correct summry of your account with Z“utton & Co.t?

I don't know whether it is or not. In other words, let us find first

thas - there is cnly one wavy t¢ snswer that nnd that i1s to get the

namee of the rersons to whim those were delivsred.

“our ledger account, I'r. Henpry, shows the rimures 1 nave glven ycu.

have given the orineipal ficures in detail 2nd the loas and vrofits 1

round fizures. ou did from time to time take down stocks from E. T.

Hutton * Co.

Zvery delivery 1s noted on that ledger.

Txeept for the jolnt trading sccount with Torris, which was had with

Logan % 3ryen and nossibly carried over to Hutton % Co., your busines

with Hutton % Lo. was on your own asccount, was it not?

¢h, not :t all.

I wiah vou would explzin.

inere were securitles purchased for other customers of Blyth & Co., w

T purechassd for them through that account, nd when we get the namas -

those versons - in other words a list of dellvered securltles showz o

the Hutton statement snd will show who purchased them and who got del:

of theme.

Clear down to 1931 were wou doing business in vour own name at . F.

Hutton & Co. in behalf of clilents of Blyth % To. for whom- you wers buy

ing installments on company account or -for comnany benefit?

liot for company account. 1 was buying them as an individmal for them.

Yere you doing business in vour own behalf or deing husinass for the

company?

Jhat was more using the convenlence of that loeal offlce in order to

throw the brokerage business to a friend of mine by the name of Lyon

who was a customer's man.

Thers was certain bookkeeping through Flwth & Co. in connectlon with

these trensactiona?

ilo, except the purchase and ultimate delivery of the stock to them,

Your transactions with Hutton & Co. aggregated just under $75QPC0.00.

That 13 money in and out.

T realize that, but 1t would be about that volume. Do you recall that

I have not seen the totals of that.

How did wou keep track of business Ior customers of the house that you

were tranaasctling in vour name with Hutton & Co0.7%

I didn't have to, as they were ordered and paid for and dellvery was

made to them. There waa no necessity for bookkeeping. Some of them

were fully vaid and some partially pald, but many of them were fully
rvaid, -

You mean to sayv that vou kept all that business in your head?

A statement made to them 2t the time of rurchase where a completed pay

ment waz made 14 not regquire it.

Duringz the life of the Hutton account izterest of L756.08 was charged
to rou and interest of 365.70 was credlted to you, and dividends or bon
interest of $5657.50 was credited to you, Uou were charged wlth
insurance and/or taxes of 4y121.0l. You were charged with purchases of

C570h,952.2li.  Tou were credited with sales of 586,L25.91. You wers

credited with a vrofit of ,423,162.50. You were charged with a loss of
333,771.05. 7ou were credited wilth cash of .147,086.38. You were
charged with cash of %31,L405.86, Do you want us to understand that you
aad tnhat range in varled transactions in behalf of a number of neople
without lteeving 2nv records ~t all?

A larrce vart of that, !r. Lewinson, was mars-in zccount.

Well, I Xkxnow, cut !'r. Henry,

4 grent deal larrer incrsase was involved there in many instances than
cnah involved,

Toup eish ovee ~nite econsideratle. Tou nld i olmoet 15G,305.00 1in
cash. o were some of the people for whom vou onerzted through this
account?

I nrefer to let the record of Hutton % Co. sveak for ltself.

#111 that show the people for whom you traded?
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ixactly. I traded in margin scecounts exceot this Jodint account of Mr.
¥orris and myself. The others were strictly ourchases.

Do vou mean to say that you pald troker's interest of -lmost 55,000.00
on that small =ceount -2t wou carrisd Sor i‘orris?

Yo, not 2t all,

YTet you are charred with larze interest.

Involvod in that was come of 'rs. shelby's money vhich I spaculated witl
fat 1z yo» sneculated on wour ~ccount throuch thils account?

Yes, : was trming to rebuild that situation as best I could.

“hen cid 7ou start to soeeculate on our omn account with s, Shelby's
ronay?

I could not tell —cu,

Can wou tell us the volume of specul=tions?

T read 1 list of flasures to me, I was roing to susrest vou add my
telephone number to it. It wss just 2 recltation of flgures to me,

You Z1dn't sustain much of 1 loss on this acecount. Your own loss was
approximatsly [11,000,C0.

$11,200.00, ind then of course tae interest navments. I notice where
you said bond interest.

Well, bond interest was credited to you. ,

That was nothing I had the advantage of, because the bond interest that
was credlted to me there, well 1t offset those itsms which had to be
pald by me - .

rald toc whom?

If it was rs. Shelby, in a case of any securities of hers thet had beer
sold ind the monew :nvolwer thepre, 7 *ad Lo rmawy the interest to her on
those bonds.

These flgures that I am siving 7ou, "nd have riven wou, 2re from the
account with Hutton 2 Co. You had other brokersge accounts with Russell,
W1ller ™ Co., M1lliom F. 3Staasts Comnany, Losan f: Bryan, Graham, idkissaon
& Co., R, E. Campbell Co.,, Zlyth 7 Co. Stock Department, and Yagy & Co.?
That 1s richt, yes.

Were there any others?

That was all.

Do you know what vour losses or nrrofits were on vour account with Russel
Miller % Co.?

Ne, I could not tell woun.

Do rvou lnow what your losses or prorlts were with 7illiam R. Staats I Co
Na.

¥ith Logan & Bryan?

Yo.

With Groham, Sdkisson & Co.?
Ko.

¥ith R. =, Campbell % Co.7
Yo,

Jlth Zlyth & Co. Stock LCevartmpent?

No. Just one tranaaction.

N¥ith Tagy & Co.? _ R

wagy & (0. was elther 53500.00, somewhere bestween ..3500.00 and 55000.00.
Jhat was that, on the Julian transactlon? .hen wes that?

Just before the crash. You as mzarket exvonent of that will probably
know the date better than I do,

You de not remember the date?

-

Jas that "rs. shelbr's monew or the money o either of the twoe pirls?

It micht pe possible. I eannot distinguish between what money was mine
and theirs, tut it 1s nuite possible it was theirs.

Jhat was the veriod over which wou had transactions 'with agy & Co.?

~ verT snort rericd. Zank stock was off. Tou ot in when 1t was high
and out when it was low. The thing that put me in there was the
announcement that their issue h24 bteen sold by the company and I suppose
there was no overissue of stock.

lhat i1s a bond issue had been sold through the Firat securities Comvany,
or don't you remsmber? '
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I don't lilze to rention the numes. Is it nececgirT?

Cf course, it is a matter of common knowledrze that they did have an
underwriting with the “irst Securitics Comoany which was a joint syn
"ronerty with ou, according to —our ezplier rt>2zmantg.

Lst =2 ask vou tils, "r. Lawinson. Ts this an assential thing? You
rgling me about agzy f: Companyts aceount :nd T teld wou what it is =
the circumstinces wunder which I ‘id it atmely, under tha perort gho-
~a2 2ut thnt 1 hond issuve was sold,

2 "ill 1set that ffem r=st there., . “enry, can —ou sav whether,
result =7 ~our onsr=tions with e1ch and 111 of £as “rokerage houses
wnose nimes T havé civen wou, Tou sustained n net loss or 2 net oror
an rour mar¥st ooverations?

T could not tell o, Tr. Lewdncon.s In oexnlinction of that T misht =
this, th:it svery ztoek brokerare ~ccount was raeuazted by me for inwve
lration b~ these men, whieh was ttended mrmo Trsegter, ~ut none of then
nave come to mv £izht only jnst durins their investi-ation when thevy
would gk ™3 2 suestion ot somethine ~nd zince t=it Lime I have oo
nothinz,

-0 wou underctand £t clvth - 0. nave transarircts or thotostats of
nrokerice leesunt vou “ud ith bthese various Honses?

“itrer ~artial or comnlche. T could net tell TOU .
fou exuamined the transcrints op photostats of cach ~ccounts durins £-
lagt twe weeks of —~aur emolormmt .t lwth T Col®

Zes.

‘. Yenry, T wish owm would state in as rmach d=2tail =2s you can, the
resources that »ou now =ave, _“Tathap thawr ctond in oy name or in t
Name oi' our +ifa opr -sur childpon or nnybody clseg.

I cannot cay that I ave wnythinz, r, Lewinson, T live in a house th
118 a debt on it, 2 Tirst wort-i-e debt of ..hout ..0500.,00, and a seco
wortzage of GS000.00, nd I Aontt “elieve thare i: = “ollar of equity
there, so that even 7 T could claim it for my ovm I would not have s
thing there.
hat else?

Anything that would remailn of the debts to the 7iret atlonal SBanlk of
Pasadena or the Security ~irst national cank on loans which thay held
1gainst s'¢ch collatsarnl as i3 on dsposlt with them.

Collateral that ic on deposit with them i1s collateral that belonzs to
Ars. Shelby, is it not? Or wns -urchised -v roney thit belonged to
Lrs. Shelby or mlsaooropriated from her.
Stock in 7lvth = Company was not purchased with moner of !ra. sheldy,
which 1is with the Security 7irst [ational 2ank. .‘nd the other items
there, res I imasine ~11 of them were marenised with I'rs. Shelbwis
soney.e T allow now that “eing in ner debt, that every dollar T had
sdrmed or “nwthinz eclse wns involved at that fime I -urchased :nythins
iazve ou “ny¥thing to dé to that, as to your resources, assets onr any-
thing of" worth?

I h2ve no sources of income or anythineg of that n~turs,
M2t hive vou besn living on sinece rovember, 1932%

I received some monasy from 5lvth & Co. for 2h0uf - wonth,
21 ron regeivs vgnewr -~ tapr the “ipst orf Tanunpr, 133292

Q.
“hen these thingcy were discovered on iovember 16, 1932, or thereabouts
did wou ntive any conversation with i'r. Charles Zlvth or any one else
connected with the house relatire to —our continuineg in their smploy?
ot continuing in theirp eneloys  lhey were -oinz to nny me vhat I aad
“een receiving.

»at Tor?  iat were Tou to do?
i was workinem with the tccountante nnd 2eing wnrthins I ocould do in
zetting the 2ccount cleared awav,
ek et r2ally opesd £ <o “ifh them, .n
28sist 1n the investigzation of theilp aff:i
Shey should raouire 6° wou ~nd to cimm suc
7uire and nrenare for -rour sl znature.
a2t 1s what 1t ultimatel~ wound up in.

¢ thev ~sied wou to do, was i
rs and mike such statenments -
h svmaries 2s they should re
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he aﬁranrement a8 that you should cocperate in the investigation and
zive such inrormation as you could, was it not? '
savthing T ocould in or*er to get a clear iden of what the plecture wras.
11l 7ou maire that 5 little more definite as to whom rou made tH“t
arién:ement with, qnd what was s2id and vho said 1t and whers it was
3aid?

ép the Ziltmore Hotel. I told them then I =would do anvohing I could.
~hno waa ~regent?

«r. LOoeb, !Tr. schwartz, !r. 2ilyth, nd r. shurtlaff,

Did thev say ~»v were to continue on the vavroll?

L@, neothing w1s gaid about that.

“hen 18 that zubjiect onened up?

I could not tell -rou.

hat hazpened on thes loth?

It was probably toward the first of the meonth whenm I would have re-
celved o vaw checlk.

wnat was said at that time?

. Dakcock told me that I weuld recelve what I hid been recelivineg
pendlng the tlme the invectiﬂation was completed, and that was about
the gist of it.

las anybody elaa mressnt?

.0t that I remember of, T don't ecven remember the circumstances.
How long dld wyou continue to asgist on that invescigation? Until the
first of January or later?

Up until the time the arrest took place.

YMen was that?

December, vou s21d the othar <ow.

Chester: December 21.

That is during the last weelt ‘n December ou 4did not ¢o any work for
them?

No.
But you received Davment for the whole month, however?
As I remember - bhink-yea, 1t was paid to frs., Henry.

You mean the checlk was mada out to her?

Yes. Tt wrs not part of the smployment, but we weres just strapped. I
think ny employment ended definitely - I that 1s what you wish to cal:
it, emplovment, - ended with mv arrest, Of course, v that time I
think they hud already netifled the Corporation Comrissionesd, =s I
understind it, that I was no longer assoclated with them or whatever
Torm of it was,

50 vou recelved wour November »ay check on the flrst of Dscember or
thereabcuts?

Yes,

Since your arrest on the 2lat of Decemter, 1332, ~ou nave had obli-
<ations for attornevyts fees to Pr. Judson, - take it. How did wyou get
the money to pay those fees, if vou pald them?

I horrowed $2100.00 from my mother-in-law,

On security?

Ko, 1o securitv. I offered her 2 chattel mortraze on the house or
rather on the urniture.

Imu say 2 chattel mortgage was filed on the furniture?

o, it never was. I waa going to tell, then I had, I borrowed what I
could on life insurance that was available to me that I could gete
“hen was that?

Frobtbly §wo months tgo. Tes, - the Sth of Yay - February or "arch.
“ow much Aid won borrow on ths Life Insursnce?

I think all told it totzlled three to Tour thouaand dollars,

‘hat 41d vyou do with that monev?

I rnid of{ nart 2% the hail bond -~zad roaid L-elk some =egpls T worrowed
from. T borrowsed :L,000,00 from ons man down nere to apply asainet
the nall kond. I 7ald Wim off. I paid the zail ~ond down from
:1750.00 to some four hundred and something. I =2id 'r. Judson - shall
I disclose hls fee?

he figur ot out
S8'2ariSs 187088 PSR SREETacLaERYLT Tike o have she figure, n
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well, .,3200,00. then living expenses und the nospital and the hospltal
and things of th2t niture. T hzd ths telenhone shut orfT once or twice

and =1d the not water “enter %£2iren out 27 Liie “c~uze once, ..a ware
uring it on ~-»gial ~cavmants mA we ~ad po -t Rent wanlagad,

At tave fng, Tanpw ond crerr children Te-cn li-in-~ on?
“hey nave veen livinge with thelr srandmother ra. 13h mede the
gecasion of v hipthdaw or rs. Tenrwls Sinthda— -te cagasi
advancing + Llttls =onev va ornadd use.

“nat vere r-ur livins srvenses in 13322

I Aontt r2llevrs our nonsehold sxpenses ran 200,00 1 month, They may
have but I would Mnve o zet - “'7s. TenrTis - nit asount weuld show
that,

Joeg  rs. enrT hite nv voner in the rank now?

".':0-

S0 you?

Mot 2t =all.

Jces tiut ‘nclude clothes, Zochor tills, tc.?

i0e Fopr 1332, wou nre ns-ing me for - definite =—=ar, .nd there were
darn rew clothes :ouent in 1432,

“ad rTou =ny serwvanta?

Via had n eirl. ‘e hnd a heby boy. e 1s four now. Te was three then,
and we had thls vrung sirl ‘- nd -21d her '25.00,

~nat were our livlinn cxpenses for 1931%

Tot rare much AlfT=2rent.

In 1320¢%

Yot verr much éipferent.

in 15297

Zou are just ooing rear br ovear, Y owould rether fevend on rYrs. fenryle
sank sccount. I did not ~dvance ~or monev., I very seldom advanced her
cash.

Dad Mrs. denry ~1ve independent weana? here ~“id r-e get her money?
She iz a cood maonager. If T were in har nlace nd che were in my place
we would not be in tne position we are now.

The money came from some source, ind 3if she Aidn't have i{ndependent
means 1t must hive come from vou,

“Yhen wvou tnlk nbout housshold exmenses, wru mean

I mean wour total ocutlays 1n conneection +ith livinz, not only housshold
exranses but entert-inment, medlce-l servicze, voeitions, books, vhat-
ever weu spend to live on.

I =ill have to tike thst then we~ar Y vear and trr to figure it out,

I am talking avout livine exvenses. If 7ou mean running a household
including n servant, clothes, medical ~ttentilon

Club dues, contributions to charitv.

1 owill r.ve fo rerer to ths fliures themselves,

Yhat cluba 4o wou kcelong to?

I belona to the 2-1lilornia. I dontt imow wtnether I Ao vet or not. I
wag a remher of the Zalifornia Glub, T wna a member 27 the :nnandale
Golf Tlub.

How long have wou nelonmed to the C-lifornia?

Since 1219,

iow lonmg to the .nnandale Golf Zlub?

I t»inl the zame wanar.

iny other clubs?

The Valler "unt Club.

“wow lonm Aid vou teleons to thnt?

T thin!: the rame manr,

“hat ~re the duss of the C2lifornia Club?

T cannot even tell wou that now, .2%.00 or comething,.

T -ou come into the element of club dues ~nd néd those tems 1in then
it 1s a figpure in excess ol .200.00 or 250,00 = month. You rtelonged
Lo the Tournament of Poses Lsspeciation, “id wvou not?

ag.,.

rdo=
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‘iere there any -dues in connectlon with that?
I think 51.00 o —aar,

vere there anv ~ctivities in conrection ~ith th t?

0. m1 :cled ~e ~hout enterttinine.  rs. anpr "nt I Mnve not
antertiined onT ong - what -rou would conzider - entartainment - othen
than vossibly two counlss of us solng to dinner, 2nece 1in six months
outsi-e o the house, 11 so £ar a3 navinre them ‘nside of the nouse
fnly o verws odd visitor ocecasionally.

I would like to a:ive you, .v. Zenry, in sreparing thls other data make
1£t a8 full 2 st=tement s —ou can of rour total ex-2nditures since
13235,

I will nave to o hock and tike club fues and =244 the:r tometheor,
Tou hzid some bills a2t the Ialifornmia Club, <id ~ou not?

Yes., They were not :xcessive, - used the Californis ~lub vaprr
oceasionally, occasicnally thsater tiecketa. I would eat there some
before the -Club moved to the new lceality. "7 wifs and I would ecat
there once or twice a week or once in two weeks, zomething like that,
and then =0 to the theater.

tlow mny trins n:ve vou mide to Zanada? Sinee 15192

Tour, I think. TFive if wou incluée a trip to Victoria I took from
Seattlse,.

Jage Tou mnde anvy other tring duarinc that veriod except the trip to
Avatraliag?

o,

How much did wou swend on wour trin to iustrpalia?

Somewhere around -:2,000,00.

+here did veou get the monsy Jor that?

Cur own money.

ihat was the first trip vou m2de to [inada?

I believe, !I'r. Lewincon, it was 19 -, the summor of 1221,

‘herea did wveou mo?

I went,as I remember it, I went {rom Cleveland to ilagara Falls and fre
there to Halifax, River John in Pietou County, Hova Scotia.

What were wou doing in Claveland?

Attendinrs the ¥lwanls Convention.

At Tour own exvenss?

Ho, the exmense o the ¥Viwanis Club,

~id they defray your e=xvenses to Cinuda, too?

o

How much dld you svend on your trip to Canada? '
Yell, little or nothinm on mv tric to Canada. T went down to relatives
to Ziver John. Instead of soing just to Cleveland I took a round trip
to Yew York bv wnv of Talif-x.

A8 Lrs. lenry with ou?

Vo

was that a vasecatlon trip?

T took it during my vecation, ras.

fhen wis Tour next trip to Canada?

T t™in it -as in 1322,

Jilkinm hout the Fiwanis Club or sssociztion, id wrom beleong to the
Rotry Club or anv other orranizaticns cxceot the “iwanis?

Ho.

Did yox belong to any lodres?

Tza, I ~m a Mason.

You 're = naturalized zitizen, 7 take it?

0.

“hat 2re wrou?

5til1l 2 Gritish subisct.

T1en mg 1Y o mnde the next frip to € nada?

I helieve it was the noxt vear, either 1322 or 23. 1922 T went to
Teronto,

Jnnt did rou do thare?

¥1wanis Convention.

“rs. Henry with wou?

No.



ANy exrense to Toursell?

Az far as roinz to Torento ind my hotel bills trhere. Te exmonse to
e was the added “tre of ~oings down to nalifax, nd tien from Jalifax
£o Tew Tork 1ndéd nick.

Wit Twas ronr connection with tke ¥iwanie Jlub? in

1 was wnat they cnll Tovernor of the Cilifornia Tistmiet/1920-21,

nen “id -em o naxt -o to Tinada?

In 192).

“here?

Let me s2e. T want tn be sure of thisg., T #1d not =¢ to Canada in 192
Decange in 132L the onvention waz ot Stlaznta, azor~ia,

You went to the ¥iwanis Convention in tlante, Czorelia, then?

Tag,

"nen Aid wou na¥t ~o to Tnada?

~Ts LevAinson, let me review chose rears nazain,  “ive to talke thece
by Conventions,

fou a2 Tou nave to t-~ke ‘t =v onventions. fers 2111 of Tour trips to
Cinada in connection =with *iwanis onvencions?

Tea. 1921, 1922 wre loronto. 192% waz .tlanta nd 1T iidn't zZo. In
1924 wus Denver wnd T Aldn't zo. 1925 _was 8t. .qul nd T didntt -o,
1926 was at lontreal nd that is when I saw Krs. shelby, and then
either in 1928, I t=ink it vas T went un to Seattle to the ¥Yiwanis
Convention, 'nd from ciere went cto ictorina with m7 “<uchter.

Tave won Lalien sn7 trins since 1919 cother Shan the tring to the virien
Yiwanis vonventions 1€ the Lrip to -ustralia?

Tos "w wife "nd T "id been in “cgemite nroby 1w twice during thit tim
Lewingon: I tainlt —e wod Tetter zuchnand 1t thic -oint until we »:ive
TONe QvVer thcae zonoints.

Vou hrve miven ma o 00

‘nd Fr. udson ] should like to tive those —ivars,

Judson: It vill =robadly be onfnr sfternoon or rossibly Tuesday
morning tefeore thev “re finished,

Lewlrson: If possible I should like to have them on Jonday because I
should 1like to have thls closed up on Tuesday.



