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1 REVEALS STATE 
SELDOM AUDITED 

The salary picture was completed!-:---­
today with inclusion of five more 
officers. whose salaries in 1930 ex­
ceeded $20,000 each. The total paid 
to 13 officers for that year was 
$485,430. 

The matter of bank examination 
was dwelt on at length in question­
ing by Arthur A. Miller, head of 
the Cuyahoga Bar Association 
group conducting the inquiry. It 
was brought out that the bank had 
paid a total of $69,874 for examina-

GUARDIAN 
tions in the years from 1928 to 1932. 

BOOKS !~\d!t:~~ inhd1~at~~tth~e~e~aete~ 
particularly in the case of' exami­
nations by the Cleveland Clearing 
House. 

Senate Investigation Shows Only Three Ex­
aminations Since 1928; ~robers Tell 

of Huge No-Interest Loans 

Only 3 Examinations 
It was developed that the State 

Banking Department had made only 
three examinations of the Guardian 
since 1928. 

Senator Marvin Harrison brought 
this out in an impromptu question 
to E. J . Falkenstein, accountant for 
the bar group. 

HO USE PAID 
Q .: Have you found other banks $108,000 I N 1 9 3 0 where, to put it mildly, you found 

such moderate examinations by the 
State Banking Department? 

Former President F II Ch f A.: I understand the· Standard Had U arge O Trust Co. here in Cleveland was an-

Bonuses, With Receipts Kept Secret, 
According to Testimony 

other one 
Q.: Any other banks? A.: None 

I know of. 
Mr. Miller then recited that state 

banking laws require at least two 
examinations a year except in cities 
where Clearing House Associations 

. examine banks, and examinations in 
Digging into varied matters of the Guardian Trust Co., such cities . ~ required only o~ce a 

By IRA WELBORN 

th State Senate Banking Committee today developed these year. Mr. M~ller th~n questioned e Mr. Falkenstem on tl:is phase. 
findings about its operations: Q .: Have you investigated to de-

. d 1 d • t e r m i n e whether the Cleveland THAT the Guardian on Jan. 1, 1933, ha ~ans an . in- Clearing House made regular exam-
vestments totaling $19,131,563 that were earning nothing inations of the Guardian? 
for the bank. These loans, while bearing no interest, A.: So far as the records indic~te, 
were carried as assets to the bank. there was _no _Cleveland Clear~ng 

House exammation of the Guardian 
THAT so far as records revealed , the State Banking since 1923. , 

Department had made only three examinations of the Q_.: In the face of the law and the 
. . . obvious fact that there were no Guardian since 1928 and the Cleveland Clearing House, Clearing House examinations isn't 

charged with making examinations, had made no ex- that law inadequate? A. : It 'would 
amination of the bank since 1923. seem so. 

THAT the Guardian set up a so-called "pref erred list" 
of officers and employees when, in 1929, its capital stock 
was boosted from $4,000,000, to $7,000,000. It was brought 
out that shares for which the public paid $300 each were 
sold to officers and employees at $250 a share. 

Prominent in Hearing 
Taking the most prominent parts 

in th'-' hearing were Mr. Falken­
stein, accountant and economist, 
and Arthur H. Ganger, attorney and 
accotintant, both of the bar group. 
Theodore W. Kearins, attorney and 
accountant, also was contributing 
facts to the investigation. 

protect bank lorns to such com­
panies. 

Mr. Miller answered that in many 
cases a 1~ l ns were m:-1.de after 
com 7iy ' officials becam bank di­
recto s. 

1 Million Applied to Losses 
Recitil g that the uardian had 

non-interest paying loans and in­
vestments of more than $19,131,· 
563.96, Mr. Falkenstein brought out 
that the bank took ct:t of its $21,-
000,000 dividend fund $11,000,000 to 
be applied to losses. This was in­
cluded in the bank's 1932 statement, 
he said. Other statements had 
classified Lhe non-paying loans and 
investments as assets, he said. 

The committee dwelt long on the 
subject of silent directors after Mr. 
Miller recited that the executive 
committee of the Guardian had 
authority over all loans. 

Mr. Miller read a list of Cana­
dian banks with a small number of 
directors. Many of t,hem were 
much larger institutions than the 
Guardian, which had 57 director3. 

"Ca:nadian Directors Direct" 
Senator Lewis asked Mr. Miller 

if this wide variance in the num­
ber of directors was not due to a 
different system. 

"The difference is that a director 
in a Canadian bank actually directs, 
and knows what is going on," Mr. 
Miller answered. 

"My point is to show up the pol­
icy of large lists of directors whose 
business connections are advertised 
to the public and the impression 
given out that these business lead­
ers are zealously watching the af­
fairs of the bank, whereas they 
really are not." 

"Isn't it also a method of tying 
in men who control large potential 
deposits?" Senator Lewis asked. 
"Yes." 

"And some corporations like a 
representative on the board so when 
they want credit facilities they will 
be on the inside instead of on the 
outside?" Senator Harrison asked 
Mr. Miller. "I believe that is cor­
rect," Mr. Miller replied. 

Bank Holdings Revealed 
It was developed that the bank's 

executive committee of nine men 
held 11 .4 per cent of the total 
shares, that directors held 7.8 per 
cent and that other officers held 11.3 
per cent. Mr. Miller developed this THAT companies in which bank officers and directors 

were interested were large borrowers. · That interest rates 
to some of these companies were as low as 1 and 2 per cent. 

THAT huge salaries paid to officers of the bank ranged 
as high as 50 per cent of dividends disbursed to stock­
holders. That in 1932 the total salaries exceeded the divi­
dend disbursement. 

Citing loans to companies in 
which bank officers were interested, f 
Mr. Ganger developed that one 
such, the Industrial Sites Co., had 

Turn to Page 10 

THAT the bank paid out for losses or set aside for 
losses $11,000,000 out of $21,000,000 dividend funds. 

THAT the bank had improperly secured loans and was 
engaged in the brokerage business. 

an overdraft of $11 ,206 at the bank. 
H. C. Robinson and H. P. McIntosh 
II, bank vice presidents, are officers 
of Industrial Sites. ~ 

Another example was cited by Mr. 
Falkenstein in that the Guardian 
Bank had donated to the Commun­
ity Fund in the name of the Hotel 
Hollenden Co., in which bank offi-

These revelations came today after a first night sessio 
had developed that J. Arthur House, president of the ban~ 
paid himself a salary of as much as $108,750 per year, includ; 
ing a bonlls of $15,000 and a Christmas gift of $3500. 

cers were company officers. 
He said the bank had suffered 

"big losses·• in its dealings with the 
Hotel Hollenden Co. and its parent 
firm, the New England Co. 

Mr. Miller told the committee that 
the bank's officers were interested 

. in "virtually hundreds of com-
1 panics." A list of these. companies 
1 was introduced as evidence. 

Senator Earl Lewis asked if of­
a ficers of such companies were not 

often made directors o! the bank to 



LISTS $19,131,563 
"NO INTEREST" LOANS 

IN GUARDIAN PROBE 
Senate Committee Brings Out Testimony Showing 

Infrequent Bank Examinations and Huge 
Salaries and Bonuses Paid Officers 

(Continued From Page One) 

point to show that some 30 per cent president of the bank, by Mr. 
of the bank was owned within it. Ganger. third witness of the hear-

Cites "Improper Security" ing. Mr. House, he testified, had 
Mr. Ganger testified as to deals absolute control of the distribution 

In which the bank had improper of bonuses, and the executive com­
i;ecurity, reciting these instances: mittce of nine permanent members 

The executive committee on Feb. and two "rotating members," usually 
14, 1930. voted to Warner Brothers changed each month. were in charge 
a line of credit resulting in an un- of the salaries. Among the execu­
asecured loan of $500,000. tive committee members were some 

On Feb. 20, 1931, a line of credit of the most highly paid members. 
"1as extended to Halsey-Stuart, Chi- The paymaster at the bank had 
cago brokers, with the bank agree- specific instructions, Mr. Ganger 
ing to lend 90 per cent of the mar- testified, not to show or tell to any 
ket value o! all listed securities on one the receipts for bonuses re­
Halsey-Stuart loans. and 80 per cent ceived-not even to members of the 
on u n 1 is t e d securities, up to executive committee. 

$1~~0,~b. 20, 1931-the same date I House Controlled Bonuse 
as above-the bank entered a 50-50 The bonuses were brought out in 
participation deal with Hayden-Mil- I this q~ec:tioning of Mr. Ganger by 
ler & Co., brokers, to buy $1,750,COO M.r. Miller: 
gold notes of the Ohmer cash Reg- Q.: Do you :ecollect a clause in 
ister Co. It was upon this basis the hr-laws \:·1~h reference to the 
that Mr. Ganger said the bank was committee ?cc1dmg ~n bonuses? A.: 
"'in the brokerage business . ., I The executive committee. . 

Payment of large salaries, totaling Q : Did t~e board of ' d1rec~ors 
as "°'uch as $350,000 for the seven have control. A.: I don t believe 
highest paid men in 1930, and the I so. . . . 
juggling of accounts so that the Q.. Did the executive com~1ttee 
bank's advertisements and "h,md- ha\·e th~ power and authon_ty ~o 
out·· statements would look good to fix salaries. A.: My recollection Js 
the public were the two high points to tl:at effect. . 
of last night's initial hearina. Q .. Was_ compensat10n to the 

0 board of directors fixed by the ex-
alaries Revealed ecuti\'e committee? A.: Y cs. 

Mr. House. as president of t:.e Mr. Ganaer then recited the sal-
Guardian Trust Co., had dominr,tinJ aries and bonus lists. 
control of the salaries, in which the Q.: Were the bonuses constant or 
board of directors had no word. and varied? A.: Varied. 
he also had complete control of the Q.: Who controlled that? A.: Mr. 
payment of bonuses which totaled as House. The paymaster had special 
much as S45,000 ptcr year, :t ,,·as instruction to show the receipts to 
testified. Mr. House also had ex- no one. 
elusive control uf the "Christmas Officials of the Guardian Bank, 
gi!ts''-usually two weeks' .sqlury- including President House, Execu­
which were given some of the officers tive Vice President H. C. Robinson 
of the bank, it was testiticd. Of and Vice President W. R. Green, 
these two extra-salary rerr.unera- not only "window-dressed" their 
tions, the witneses establishPd, Mr. statements to make them appear 
HOU!'e paict tn himself as high .. s go~d, it was testifle~ by Mr. Falken­
$18.500 per yea~. 

1 
stem and Mr. ~eanz: , but_ t~ey re-

Salaries cited at the hearing in- cord~d such actions m their Iecords 
eluded: and m correspondence. 

J. ARTHUR HOUSE, presi- Letters ubmitted 
dent. S108.750. including bonus A group of letters among officials 
and Christmas gift. of the Guardian and New York 

H. C. ROBINSON, executive banks arranging for transactions 
vice president, $77,708.50. which would shield the real condi-

H. P. M'INTOSH II. son of the tion of the bank were submitted in 
board chairman. $36.775. evidence. 

T. E. MONKS, vice president, Among these was one in which 
$36 175. Mr. Robinson quoted Cleveland ru-

A. G. STUCKY, vice president, mors that a bank call for a state-
$30,125. ment might come two days earlier 

A. F. YOUNG, vice president, than usual, and arranging in that 
$30.125. event to :.:ush through half of a $10,-

H. I. SHEPHERD, now de- 000,000 loan divided between two 
ceased, $33,000. New York banks to make the Cleve-

H. J. M'INTOSH SR., chairman land bank's cash condition appear 
c,f the board, 20,000. $10,000,000 better off. The particu-

W. R. GREEN, vice president, lar letter entered as an exhibit was 
$23.816.66. addressed to a vice president of the 

GEORGE B. JOHNSON, vice Guaranty Trust Co., New York, 
president, $20.833.33. which was to mflke-and did make 

JOHN FISH, vice president, -half the total loan, to be reflected 
$22,332.50. in the Guardian's statement that 

W. D. PURDON, vice president, followed a. few days later. The call, 
$21.583. however, did not come through 

EARL T. SHANNON, V l Ce ahead of time, and Mr. Robinson's 
president, $22.833. fears that the State Banking De- I 
PracticalJy all of these officers partment would "jump the gun" 

had outside interests and did not and ask for a statement June 28, 
give their full time to the bank, it 1932, instead of the customary June 
was testified by Mr. Ganger. 30, were unfounded. 

Cut Pay In 1932 Letter to Be tudied 
The officers reduced their salaries Some of the letters were read, the 

during the short time in 1933 that others being marked as exhibits and 
the bank remained open, it was tes- left for the Senate committee to 
tilled-this after there had alrtady study at its leisure. 
been made sharp reductio~s in 1932. The transactions at the end of 
Typical salaries, including bonuses 1932 which boosted the bank's de­
!ind Chn~tmas gifts, but not inc·lud- posit figures and reduced its bills 
mg outs1~~ remuneration such ~ 1 payable account, \\'ithout really do­
fees for . ~xt7a service rendered ing anythmg. was only one of six 
from subsidiaries of the oank, were: such transactions for statement 

J . ARTHUR HOUSE: 1928, purposes. it was testified. 
$98.333.33; 1929. S107.083.33; 1930, Mr. Falkenstein, the first witness, 
$108.753 ; 1931, 90,000; 1932, 73,- was mtroduced after Senator L. L. ' 
750; two months of 1933, 7000. Marshall had turned the session 

H. C. ROBINSON: 1928, $72,- over to l\1r. Miller following a talk 
500; 1929, 76,875.18; 1930, $77,- m which he set forth the purposes 
708.50; 1931. 65,000; 1932. $54.- of the h~armg. . . 
925 ; two months of 1933, 6666.66. Mr. Miller deln·ered an opening 

speech of 13 words: "We would hke 
TJ:!OMAS E. MONKS, nee at this time to present the testimony 

pre ,;de_nt: 1928, S3~,450; 1929, of Dr. Edward J. Falkenstein."' 
$36 . ..,75, 1930. S3_6.175, 1931, $33.- Mr. Falkenst~in. who is not a. doc-
000; 1932, 29.970; two months of tor but whose research for his doc-
1933, $3850. tor's degree has taken him into 25 

H. P . M'INTOSH II: 1928, $33,- closed Ohio banks unraveled for an 
450; 1929, 36,875; 1930, $36,775; hour the deals which, he testified, 
1931, $33,000; 1932, 27.791.67; two made the :financial structure of the 
months of 1933. S4033.33. Guardian Trust Co. appear to the 

No Bo;1u After 1930 public t<> be somethmg which it was 

None of the officers wr,s paid a not. 
bonus during the years of 1931 and 
1932, it was testified. 

The salaries of the five hi~hest 
paid men in 1928 totaled $270,480.33, 
Mr. Ganger testified. The tota1 for 
the top seven the next year was 
$354.733.33, and for 1930 was more 
than $350,000, he said. 

Entire re ponsibilitv for the 
bonuses was placed 011 l\Ir Hou<.e, 

Tells of Deal 
This series of deals. which jockeyed 

the bank· tatements, $14.000,000. 
were amon~ the bank, the Di count 
Co. of ew York. the Irving Ba11k & 
Trust Co. and the Chemical Bank. 

Mr. Falken tein testified the bank 
had sold to the Discount Co. large 
amounts of securities under a 1·e­
purchase agreement. ,,•hich enabled , f" bank to buy back the securlties 

and thereby creating, in effect, loans 
which did not show as loans on the 
bank's books. 

With a statement period nearing 
on Dec. 31, 1932, the bank sent two 
cashier·s checks, one for $2,000,000 
to the Chemical Bank and one for 
$5,000,000 to the Irvlng Bank & 
Trust Co. These were to be held 
according to the arrangements, un~ 
til Jan. 4, after the statement period, 
and were to be used to repurchase 
$7,000,000 worth of securities previ­
ously sold to the Discount Co. 

This was done, with the bank pay­
ing more interest to the two banks 
than it would have paid the Dis­
count Co., and guaranteeing the 
banks against loss. The securities 
them elves were to be held by the 
two banks as security against the 
two checks. 

it look better to the public. 
Mr. !(e:irins, following Mr. Falk 

ep!-t~-;.:..S a witness, testified th 
tf~saction accomplished nothing 
that,.he deal was a temporary ma 
chination. The checks did not re 
tum to the bank through "usua 
channels," he testified, and he said 
"I do not see how there was any 
benefit to the depositors; they got 
additional expenses." 

The interest paid for the holding 
of the checks, Mr. Kearins testified, 
was more than $2500-with the bank 
no better off at the ultimate con­
clusion of the deals than it was be­
fore, except that its statement ha4 
appeared to better advantage be­
cause of the deals. 

Similar Transactions 
Other similar transactions were 

recited, with the bank writing down 
More "\Vindow Dre ing" I the- book value of its securities and 

While the checks were still out repurchasing them, making repur­
the bank issued its end-of-the-year cha_se agr_eements at statement 
!'tatement, Mr. Falkenstein testified periods without_ the subsequent 
In this the deposit account wa~ tshtatemdde~t~ shl ol~lbll:g1·t any drec_otrh·d tho! 
boosted $7.000,000 and the liability e a i 101;1a Ia i I Y a_n w1 e 
of repurchase agreements or bills I bank carrying as deposits as much 
pavable was reduc d b th as $H,0OO,00O when 11?- reallty that 

- e Y e same port10n of the deposit figure was 
amount. M. F lk t • t t· due solely to such deals as the lrv-

1. a ens em e~ ifled. the con- ing Trust-Chemical Bank transac­
dcnsed statements. m which these . 
changes were most graphically r e- tloI~s.one instance, Mr. Kearins tes­
flected, "':ere most _generally used by tified, the bank borrowed $5,000,000 
the I?~bhc as an mdex to a bank's from the Manhattan Bank. and in 
condition. The _short statements arc its statement of Sept. 30, 1932, car­
u_sed generally m newsI?aper ad~er- j ried the item as "due from banks," 
t1sements of the _banks cond1t10~. which in ordinary interpretation of 
. The statements 1ssued. _ the sccun- the bank statement, would have in­

ties retur~ed to . the Discount Co. , dicated that the Manhai;tan Bank 
under a l esumpt10n of the ongmal had on deposit in the Guardian that 
agreement, and the checks were re- amount of monev 
turned to the bank. • • 

The purport of this line ot evi-
Effect of Transactions dence, it was indicated, was to 

The effect of the transactions was demonstrate to the State Senate 
brought out in these questions and Committee that banks in Ohio have 
answers : "padded" their statements in at-

MR. MILLER: You mean that the tracting other depositors to their 
statement as made out was a great- institutions and that the heavy 
er indication that the public had costs of such padding has been 
confidence in that bank? taken from the depositors' interest 

MR. FALKENSTEIN: Yes. Gen- in the bank-its assets. 
erally speaking, banks do not like to Senator Harrison created the first 
appear as borrowing banks to any demonstration of l_aughter from the 
greater extent than is e . tightly packed audience m the small 

n cessary. 1 courtroom when Mr. Falkenstein 
SENATOR MARSHALL: Then we was testifying about the $7,000,000 

a_re _t? understand the total of the transaction with New York banks. 
llab1hty was not changed? A.: No, "In substance, that is what we 
nor of the assets. call 'kiting checks,' isn't it?" the 

MR. MILLER: But it changed the senator asked-and the gallery 
bank from a heavy borrower to a roared. Mr. Falkenstein answered 
larger depository? A .: Yes, it made that it was. 

HERE'S HOW GUARDIAN DEPOSITS FLUCTUATED 

bTAL DE~SITS 1932-1933 
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This chart illu trates the ri e and fall or Guardian Bank deposits 
immediately before and after the bank tatement of last December. 
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bei, 1931, and how they fell again immediately afterward. 
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MARSHALL WILL ASK SENATE 
PROBE OF UNION TRUST NEXT 

Experts Check Guardian 'Smart Money' 
I 

Trust Department Under Scrutiny. 

Co11tinI1ca Prom Page 1 

the Guardian's administration of trust accounts. 
Wilfred J. Mahon1 U. S. district attorney. was expected to 

determine any course of action the government might pursue in a 
possible inquiry into certain aspects of the Guardian fiasco. 

During the Senate committee hearing, two department of 
justice agents were in constant, if obscure, attendance. These 
were Robert Chapman, resident agent of the bureau of investiga­
tion of the justice department, and his assistant, David E. Hall. 

Mahon's ace aides in financial prosecutions, Charles I. Russo 
and William J . McDermott, attended hearings and will confer with 
Mahon tomorrow on significant developments. 

The Senate committee will resume its inquiry next Tuesday. 
The fallowing week, Senator Marshall will summon J. Arthur 
House, president of the bank, and other officers who have been 
mentioned in the testimony, to tell their side of the story unfolded 
by Miller's witnesses yesterday and Tuesday night. 

That story is one of large loans to,--------------­
officers and directors of the bank, 

• including House himself, o! falling 
markets and •di~astrou.s loss~ to the 
bank, o! the refusal of the bank to 
write down assets. of loans and 
investments that oured and no 
lon~er bear· interest, of hesitancy 
on the part of the state banking 
department to issue more than a 
warning. of concentration of loans 
to Cleveland financial magnates, the 
Eaton and Van Sweringen 91terests. 

Bank's "Bad" Condition Shown. 
That the bank was in a highly 

unsatisfactory condition in Feb­
ruary, 1932, came to light in the 
probe ;when Falken tein1 pres~nted 
to the senators a letter sent to the 
Guardian executives by Superin­
tendent of Banks Ira J. Fulton. 

The letter, ~ent in November, was 
based on the February examination 
of the bank ahd called attention to 
the fact that officers and directors 
of the Guardian had loans of $5.335,-
000 and that companies in which 
directors were interested had loans 
totaling $2,091,000. The Van Swer­
ingen interests were indebted to 
the bank for $4,306.000 and the 
Eaton interests !or $4,046poo. 

Fulton asked that directors git""e 
immediate attention to correcting 
conditions in the bank, and re­
quested the appointment of a com­
m ittee. 

Falkenstein charged that Fulton 
had "passed the buck" to the qirec­
tors, and that it was the state's 
duty at that time to step in and 
assess stc,t:kholders of the bank 100 
per cent, to make Up $7,000,000 of 
the bank's losses. ~ 

Fulton, in a statement last night, 
denied that the bank's condition last 
year warranted the assessment 
Falkenstein recommended. 

"The hcst evidence that the bank 
l'lhould have been closed last year 
is that it was clo:.ed three months 
later." Miller comn,ented on Ful­
ton's statement. •·u the bank had 
been closed, millions would have 
been saved for depositors.'' 

But. the witness continued, the 
directors insisted that. their assets 
were sound and no -asws!':ment was 
considered. On the clmtrary, they 
voted the 'Stockholden a dividend. 

Loans to House. president- ol the 
bank, totaled $18i!l25, made back 
in 1930, Snbert testified. 

Largest was a loan· of $140,000 on 
a trust account secured by collat­
eral now held to be valueless. Of 
the $140,000 only $100 has been paid. 

Like other officers, House ob­
tained the loan at a rate of 5 per 
cent. although Sidney B. Congdon. 
former conservator, raised the rate 
to 6 when he took charge of the 
bank. But interest ha!' not been 
paid in full since last September. 

No Record of Loan Found. 
No record o! this loan appears in 

the minutes of the executh•e com­
mittee or the board of directors 
of the bank. according to the tes­
timony. 

Other loans to House were $30.-
225 on a trust account, secured by 
collateral now valued at $23.367, 
and a personal loan o! Sll,000 se­
cured by collateral valued at $4,710. 

To a son of House, J . A. House 
Jr .. the bank loaned $6,980, it was 
testified. 

W. R. Green, vice president and 
controller of the bank, had four 
loans in 1929, at 5 per cent interest, 
totaling 48,636. TT!ese loans are 
still unpaid. 1 

Silbert told' the story o! a loan 
to the Van Swedn11:ens. Back in 
1929 the bank joined with other 
Cleveland banking institutions in a 
$9,000.000 loan to the Van Ess Co., 
one of the holding companies o! the 
Van Swerin,i::em-. The Guardian's 
~hare was $2.500,000. In 1930 the 
Van Sweringcns themselves became 
the borrowers. a.ibstituting for the 
Van Ess Co. The collateral was also 
changed to the extent the Guardian 
becr1me hnlci!'r of fiO per cent of he 
Van Es.s cnpital stock. 

No explanation appears in the 
bank·~ minutes on the substitution. 

Howe,·cr. it was developed in tes­
timony that the last interest on the 
loan was paid in 1931. and that the 
bank marked the loan "non-ac­
cruint:.'' which. Silbert .said, was a 
conce,::;ion by the bank that it was 
a bad loan. 

Silbert detailed other loam. The 
Guardian Securities Co. had two 
collateral loan.s at 4 per cent. total­
ing $490,500. The H. P . Mclnto<:h 
S». trust account was carried on the 
recot;ds as a Guard ian Trust ac­
count. It had two loans at 5 per 
cent. totaling $33,110. 

As an example of the accommo­
dations to corporations in which 
Guardian officials were interested. 
Silbert cited the Akron. Canton & 
Your stown Railroad Co. 

The Guardian owned 5500,000 
v.·orth o! A.. C. & Y. Co. bonds. At 
the same time. officers or the bank. 
including members of the executh·e 
committee. were officers of the rail­
road. 

Rail ub idiary Yoted Loan. 
On Jan. 30, 1932, the bank's execu­

tl\'e committee. members of which 
owned 1,615 shares of the 15.000 out­
"tandim:: ,;;hares of ~he company. 
voted to extend a loan of $100.000 
to the A.. C. & Y. Terminal Co .. a 
subsidiary of the railroad compan~. 

The purpose of this loan, Silbert 
testified, was to enable the railroad 
company to pay interest on its 
bonds. 

The railroad company, at the 
same time, asked an extension or 
the maturity date on $2 500.000 
worth of its bonds until •ovember. 
1933. This was i!rantcd by the 
bank'. executh-e committee. 

Attorney Miller in a statement to 
the committee declared that records 
c,f the Guardian showed that losses 
of the bank as of August, 1932, more 

than equaled the total amount of 
capital and surplus. 

Miller said the losses at that time 
aggregated $16,000,000, divided as 
follows: $7,000,000 loss on di\·idends 
and interest: $3,000,000 loss on loans 
by the bank. arid $6,000,000 loss on 
assets classified as doubtful. . 

He told the committee that the!':e 
figures were attested in the report 
of the state banking department on 
the bank's condition. The bank's 
capital was $7,000,000 at that time, 
and its surplus was nearly $9,000,000. 

On the basis of these figures, 
Falkenstein declared that he would 
have assessed 100 per cent against 
the stoqkholders to write off the 
bank's losses. 

Falkenstein said that this would 
have been fair to the stockholders, 
intimating that this procedure 
would have saved the bank. 

Harrison Asks Question. 
"Do I understand,' interjected 

Senator Marvin C. Harrison, "that 
a hiatus o! nine months elapsed 
between the time of the state bank­
ing department examination in 
February, 1932, and the time the 
department took action in Novem­
ber?'' 

Falkenstein replied that the ex­
amination, while dated Feb. 29, 1932. 
had actually continued until August 
of last year. 

Senator Mar::-.hall asked Falken­
stein if he were riqht in assuming 
that at least several months elapsed 
before the state banking depart­
ment had warned the Guardian di­
rectors. Upon being told that this 
was the case, Marshall said: 

"Then the bank went on its own 
sweet way, and got into trouble 
during that time." · 

Three Reports Made. 
Falkenstein testified that during 

the :rear preceding the closing of 
the Guardian. three reports of the 
bank's condition had been made by 
a stockholders' and director!I' com­
mittee which had, however, !ailed 

@••····················~ I Bank Salaries ! 
♦ Compared with the top salary .i 
6 and bonus of ,108.750 which the 
t Guardian Trust Co. paid to ♦ 
1 President J. Arthur Hou~e in ♦ 
♦ 1930. the present annual sal- ♦ 
+ aries of the heads of Cleveland i. 
+ banks range !rom $20.000 to $25,-

♦

1 
000 each. ! 

The top S<llary paid in the 
hankine field in ClC\'ela11d this 
;year Is Mid to be $36,000, paid 

♦ to one of the high OffiCljllS of i 
♦ the Federal Reserve !';\'Stem in •♦ 
♦ this district. 
t ♦ ~·~·• ············· ........... 
to make recommendations as to 
broad general policies of the bank, 
but had contented itself with de­
tails. This committee had failed to 
write off the depreciation of the 
bank's assets, and the assets were 
carried at purchase value rather 
than at market price. 

Earlier te -timony developed that 
the state banking department had 
made only three examinations of 
the Guardian during the year~ 1928 
to 1932, although the law provides 
that at least one examination be 
made each year in cities which 
have clearing hou~e as.o:;ociations. . 

A e sed for Examinations. 
Keverthelc<:s, the testimony indi­

cated, the state as!le::scd the bank 
annually tot the examinations-a 
total of $26,149. 

The Cleveland Clea•rlng House as­
sociation as~cssed the bank a total 
o! -l3,i25 in the fh•e-year period, 
although Falkenstein said he was 
unable to find any traces of an ex­
amination by the clearing house ex­
aminers as far back as 1923. 

Falken,tein told the commtttee 
that on Jan. 1. 1933, the executive 
committee reported that the bank 
helrl asset,; of Sl!l.131.563 on which 
no interest or dividends were paid. 
X eveTthelcss, the~c a_ ets. con:-ist­
in~ of Joans and inve tments, were 
being carried by the bank at full 
b:.1ok value. 

Some indicaUon of the nature of 
the bank'.,; loan.:, came from Ganger, 

Called in Bank Quiz 

who charged that the bank had 
gone into the brokerage business. 

Loan Instance Cited. 
Ganger cited an instance of a 

loan of $441.000 to the brokerage 
firm or Borton & Borton on Nov. 
20, 1931. Collateral valued by the 
brokerage firm at $490,000 at the 
time of the loan,. since had dwin­
dled in market price, according to 
Gan,ger, to $2~0.000. 

Ganger ~aid that, despite the re­
duction in the collateral value, the 
Guardian executive committee au­
thorized a new loan to Borton & 
Borton of $64,600 on collateral ot 
only $78,000. 

"If the brokerage company had 
collateral to put up !or a new loan," 
Ganger asked, "why wasn't it re­
quired by the bank to protect its 
original loan?" 

He cited an unsecured loan of 
$500,000 to Warner Bros. Pictures. 
Inc., and a loan of $1,000,000 to 
Halsey Stuart & Co., brokers, on 
Feb. 28, 1930, secured by collateral 
worth only 10 per cent more than 
the loan, in a falling market. 

Another Loan Described. 
Another loan he de:;cribed 

on the same day, when 
Guardian "went into the brokerage 
bu:;ine~s" by engaging 50-50 with 
Hayden, Miller & Co. in the pur­
chase of $1,750,000 of gold notes 
or the Ohmer Fare Register Co. at 
$95.75. 

The committeemen learned that 
the Guardia!\ established a "pre­
ferred list'' one of the phenomena 
of the 1929 era-when it increased 
it:; capitalization in 1929 from $4,-
000,000 to $7.000,000. It sold 16,000 
shares to the public at $300 and 
4.000 shares to its officers and em­
ployees at $250. 

Testimony developed that the ex­
ecuti \'e committee exercised com­
plete control of the bank although 
it owned slightly more than 11 per 
cent of the stock. 

Investigators failed to find any 
evidence o! large stock transfers 
prior to the crash. On the con­
trary, House incre sed his holding~ 
o! the bank's stock. 

More About Hirh Par. 
Further testimony on the high 

salaries paid bank officials-House's 
salary, Christmas gift and bonus 
was $108,750 in 1930-showed that 
the salaries paid to high officials 
generally exceeded one-third of the 
bank's net earnings. 

One of the strange items of evi­
dence was that the Guardian, it­
self a contributor of $47,000 to the 
Community Fund during 1928, 1929 
and 1930, contributed $2,750 for the 
Hollendcn hotel, charging it to 
"unusual" expenses of the bank. 
The bank's subsidiary, the New 
England Co., owned stock in the 
Hollenden. 

Minutes of the bank showed that 
only 10 of the bank's directors at­
tended all the meetings of the 
board in 1932. Many of them just 
attended a few meetinp. 

At the~e meetings-lasting 30 to 
45 minu cs-the directors would 
pass on loans. At one such meet­
in~. it was testified, more than 
1,500 loans were ratified. 
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Today1s_Business 
By 

·John W. Love 
IN watching the post mortem of the Union and Guardian 

Trust companies at the hands of the Senate's Banking Com­
mittee, the spectator inclines to wonder whether money had 
to be very smart in order to have qualified as smart money in 
those places. 

You'd think ordinary dumb money would have been smartened up by 
mere ·contact with what a lot of people seem to have known for quite a 
while. It is really remarkable what people can keep to themselves for so 
long and just go on as if everything was all right. 

Some of those Guardian officers must often have felt like a man who is 
sure an illicit affair will be discovered some day, but he goes on because he 
car never know just when. The failure of protective agencies to discover 
the Guardian's condition may be suspected to have been due to suspicions 
of what would have been found out if they had inquired. 

* * * 
Loans on the Increment A LOOK at the Lenihan committee's report on some of the loans of 

Union Trust at the last year-end shows how the real estate tail had 
come to \\ag the commercial and industrial dog. 

Ancestral stems of that institution had been closer to trade and manu­
facturing. In later years it wa[, turning more and more, or so it seemed, 
to loans on real estate like Kenyon Painter's, or on real estate, tractions 
&nd kindred enterprises of the Van Sweringens, most of these the places 1 
that money generally goes after it has been made in industry. If things t 
hacl been going hard with industry, say through an inflexible rate and tax t 
overhead, it would only be reflected in these other enterprises after it was 
too late for the bank to do anything about it. 

In the autumn of 1929 the Vaness Co. borrowed some 14,000,000 through 
the Umon Trust Co. Since this was nearly twice the legal limit for the 
Union Trust, the loan was immediately split up, and the Guardian got a 
considerable chunk. 

But J. P. Morgan & Co. had lent the Vaness Co. almost as much, and 
thty obtained payment on the loan very promptly. Their share was rap­
idly 1 educed. Most of the Cleveland portion is still in the Union and 
Guardian. 

When such banks in the interior seem unable to compete on even terms 
with New York banks, it is not to be wondered at when Congress passes a 
law guaranteeing smaller deposits. Big banks in the east are reported work­
ing on ways to get out of sharing in this guarantee, but it may be put down 
as certain that Congress will see that participation in a guarantee fund will 
be made less unattractirn for New York than the alternatives. 

* * * 
Interest A te Up the Rent 
SPEAKING of mart money, or rather, of less dumb money, memory goes 
~ back to the visit in Cleveland of a London financial writer, a young 
man who reported "the City" for one of the press associations in Britain. 

He expected to spend only a day here, but lingered for a week, fasci­
nated by what he finally told some acquaintances here looked like a setup 
for the greatest bank failure in the world's history. He was wrong, as it 
turned out, for the Bank of Umted States in New York and the First 
Nat!onal in Detroit preceded the Union. 

But with the fresh view of a complete stranger,-and with an analytical 
method based upon an antique relationship between rent and interest, 
the Britisher saw that if prices remained low there was no chance for 
Union to avoid a fatal impairment of its capital for reasons now clear in 
t.he Lenihan report. 

One thing the visitor didn't figure on. That was the formation of the 
R. F. C., and considering the direct wires which existed between here and 
Washington in the last administration, we now have a sufficient ex­
planation. 



GHOSTS ·OF CITY 
-• INDUSTRIES IN 

CH ARCE -0 F F.S 
Items Totaling $9,593,783 
Listed in Union Trust's Bad 

Investments 

Ghosts of former large industries 
and of bad investments and loans 
are included in the Union Trust in­
ventory as "charged off.'' These 
items are listed at amounts due the 
bank, but are not included in as­
sets. The items charged off rep­
resent losses taken before June 15, 
1933. The total of such charge-offs 
is given as $9,596,783. Some of the 
larger items are shewn here: 
Louis Ahrurn .... .............. 1~0.750 
Allf'n Motor C.ir Co .. .. .. ... .. . . ;j•!, 'ti'! 
AmC'r'H•an 1''01·e1:.:n Banking Corpo-

ration .. .. .. . .. . .. . . .. . . 570 ,fiOO 
Auror·a . Elgin Chica o Ra1lroall. l.7UH 
C' . L. yer ...................... 107,000 
If . S. B rl'l in .. . .. . .. . .. .... •• . •• !14 ,U0li 
Barnrr· .Mrnd Lumtl<'r Co . ........ 17,000 
BrnnrU Mlllin Co . ............ •• • 18,fJ7'! 
Brillon Pl'intinµ- Co............... l R.017 
Cambria. Coal C'o ................. 2:!0,5ll7 
Chic·a<ro. Lake • horc & ·oulh Il nd 

Railway ... ................. . . 
FrNI G. Clar·k .. ............ .... . 
J.'r·ed G. Clark In<' ......... .... , , •• 
Frr<I G. & .'herman Clark . ..... •• 
('levP11tnd Alloy-;. Co .... ..... , •••• 
Clrvr lan(I Akron Bair o . ...... ••• 
('olon1al Taylor l mn . l'o . 
J. Conne!ly on tnll'fIon o . •• ••• 
Con~oltdat1•d I ron & tPrl. ..•••••• 
S. \V . orn)n.tn . . . .. ..•.•••••• 
~Jl'M~ Iron J\facl110P Co . .•••••••••• 
ltalpll L . l<'ull l'r ('n ... ........ ••• 
(;rant L,•p~ Gl'Hl' Co . . .. . ••••• 
Cfr,111 ~ .\I otor Car C11n1oraI ion . . •..• 
ll1n1 ,: & ('n ....... ............ . . . 
A. H . l hm\P1· ... ................ . 
~- .r . l{ornh a11-.,•r .... ... . ..• , •••• 
L,al,,. r,.~r·u, M 0101· ('n ..... .•• ••. 
'!',a\han L1Ph~ i-!Hl\;', t' l.11e . ...... . 
;II. "· Lon,- Pt al ....... ...... .. 
,I V . 1alwr . .............. , 
. I ar~h M 01or C'11, ............ , • • 
,,· . 1-! . .-.,tat t hPW!" ••••••••• , •• •-• 
Hnm,•r· M!'Danlf'l ..... ....... , 

l t Gr-aw T11· • R11hlwr .• •• •• ... 
,I. .T. & R . H, l!'l{<•IH•y .. , •••• ,. 
t cLPnn •.r1r·r RuhhPt· . ••••• ••• 
l c•Mvlrr rntrr~tat Co ....... . 

M tcl-Da.v C'l11 b I payment indor ed) 
J3. F, ftlr . 1••late ........... • • 
l,. H. Munoz. (,o .. .. •... . ••••••• 
, •at ronal at tll' Loan C'o .. . •• 
• ,•w Honw· rwmg Marh111P f'o, 
Nl'W Hon111 'e wmi, t a ·hin Co .• 
fJ . A . ,'oil .............. ... . 
'or lh AmeriC'all '\Vat ,·h o .. ... . 

Ohw Body & Hlow,r Co .... .... . 
}

1 T Ph t<•it Co •.....•••••• • • 
,v. 1<. PaJn1 r · •···•···••·•••'• 
R a nnl'V Fh•h o. .. .. .. •••••• 
Rep1·c•H<'nla1He Uralt.Y o . .. •••• 
Rr1Jt11Jlu• Ruhbl'I' Co .... , •,., •• 
Rl'llllblil' Tool lfg. Co .. ..... . 
Tho eh11Hfl'I' Co ....... . , ... 
H. 0 . ~PCl'f ..... t (h'\t,ltP, •• • •• •••• • • 
~<11 ·vi<•f\ 1\lntot· Jn ,· ..• ••••••• ... . 
Hlandnrd 1{111t ti11, C'o. •, ........ . 
Vatn,•o 'tev, ,1 .- , ..•... •• • •••• ••• • 
ll . J{ . Swartwout .... •• ••• ••• ••• 
II . r ... ~trau~-.. ..•.. •••• ••••••••• 
'l' hnru a~ 1 J~ Co. . ••• , ••. •• • •• 
~ . l ' lnu},. '4un... • •.••.•••• ••• 
l''n1on )to1·1t:,u:-,, ('o .... • •• • 
T'111\'rr~at 1110 J,'oundrv Co . .... 
Vtf'lor rt11hh,•1· ( ' 11 . . . , , •..• 
'\Vt· tPrn Ohro R111lw1t .\l' Co ..... . 
With1111:!011 & G 1·, <' n < .vnd . 

n1r.r1 ·~. J . . . . . ...... • , ••.•• 
W1 tkow~l<i Hon o . ... , .. 

Edith Lnffrrlv ...... ,. ,., •• 
11,,.v , tatP partn1Pnl o ... ... .. 
lk11111111011<I . tillrr C'o . . ...• ••• 
01·ov Co11~tn1ctio11 f'n .. . •.• •• 
,1. L . & Artll o. Prnuctfoot . .•••• 
'-11f,, ioto 1· ' all' ro ... .... ••• 
1':,tatn of T . G. 10,111 ... .... . 
C' har l, •~ , ch ra nn,H•a - ~r f'o ..... .. 
W1l,·o & W1h-o . . 
Pnl cl'f1 on D11• <'a lin;;- oro .. .. 
nohf' Co11Hlru1•tio11 0 .. ......... . 
l ,rlllan & A . I,. l,at•nn r .... ... .. 
N athu n & Fanny u•1t;:ma11n 

,\S1-11<:n, , 01· o . nooK. 
O,t nrtin L11mlll'r Co. ( l ~t morl) .. 
Ch1< ·as.ro. R. T. & l'a<' . R allr-oa1I.., 
Cil .V nf :\fl-Ali tr-r. Oldo . . .... . 
Tnt1•rurh,rn Ry. T1•rm111 ,l1 Co . . ,. 

('O PO., 
C1 H D lly. C'o . . . ......... . 

51fi .R!ll 
11.:.1:rn 
11·!,H'rn 

7.l 4ll 
S.U4;j 

3 '.!•Uil 7 
111,1100 
:rn,!HX 

311; ,xoo 
7 I i~ l 
:!X .-liX 
Xl'i,:!!11 

J :1 1.!l:l:I 
tifl :l ,!l:i!I 

I J.~J ·~ 
!I;, , I II '! 
t :urni 
11 .!11'11 
•l'!.t-!1 :1 
I ,. ,l ,.,) , .. , ... 
'!H ,!1!'\11 
... , '''°:)\ 
ii,i ::i'w 
:!tt.lili,1 
·{ i ,: I:'\ I 
lfi T,Oli 

8,ti:1:1 
:?tlll ,Oii i 

·! .,.ooo 
'!ll ,X I 7 

'?Hft .:14 l 
'! 1,:1117 
ll7 .-rn:i 
Hi .-Ill:\ 
till . ti'i I'> 
1 n. 701 

400 .'! I:{ 
:!:l ,:l llfl 
"l,;;/IO 
:! tu;~ 
,H) !11'1 

l tl,:l.i, 
·!H:!11,._ 
Bl. li7 
I •••• , .. I ·•· ... 1, ) l I i !llil 

!I ;1; ·:1 
] 1.1111,1 
,io,:i:1x 
'!l ,!ll-,~ 
:iru;1·: 

J 011,(1(11) 
:11uwr. 
'!'.! ,tlOII 

l '!K.1\00 
Utl,000 

~OR.000 
:!OO,onn 

/\()() 
«! ,00 

llom,• R1vrr ill<' Coal Co . 
'HARvi':D OFI-' RI-Ml, 1-; TATE 

OAOJ<: LO.\ .·, 
f t1"" tnr ' Lani! ('n .. . . . . . .. . • 4:\ .fl~ '! 
Lile •rne Ganlr·n Rr111ty Co .... ... , 6.:11 

Lists Union rust Loans 
to Officers, Directors 

Inventory Report on Defunct Financial Concern 
Shows $69,707 Still Owed by Former; 

$6,891,689 by Latte~ 

~ubHantial loans to former officers of the Union Trust Co. and direc­
tor: are listed in the inventory report. Among these are the following: 

Di red or~ 
Ernr~t :, _ BarkwPll-fo-ar de111anil loai:s . ........ ...... .. . 
\\·. P. Bcl<lrn-1 ,m,.. Jo,111 ............ ....... ..... ..... .. . 
G, ·or p }-> . on1ry-1i1nr loc111 , . . . . . . . . ···•·•• •• ••• • 
W1lla l'd ,J. ruwford ,Jr. 1forme1· director) .. ........... . 
\V. H . G r rh;tU9C't._11n1P lon,1 ..••...•... ••••••• ••••••• . • 
G. '\V . Grandin-two tuuc loun ................. ....... . 
li- W . Granlfln . . . . . . . . .....• ••••..••••••• •••••••. 
Arl 1·1an D. Joyre- ix dC'mand loan ••• •• ....... .... . , ... . 
I\Hriun 1). Joyce • •• •••• •••• •••• • ••• ••••••••• ••• • • •••••. 
Adrian D. Jo:yrr- • •• •••••••••••••• ••• •••••••••••·••••• ••• 
Adrian D. Joy"o •••••••••• •••• ••. ••• •••• •••••••• ·•••••••• 
1\<l l'ian D. Joyrr, • .• ••.• ••••••• •••••• ••. ••••••••• ••••••• ••• 
Adrian D Joyce (total) •• ••••••• •• •••• ••••••••• ••••••• 
John A HadPn-t1n10 Jn1n .•• , • ••••••••••.,.•• •• •. • ••• 
W. • H arshaw-two tuuc loan • ••••••••• •••••••••••••• 
W . l, ... Halbha w . . . . . . . . . ..• •• • ·••• •• ••••••••••••••• ••• 
Ralph 'r. l{1n -two tJn1c loan .. ••• •••••• ••• •••••••••••••• 
Ralph T. K m:;- .. .. . . . ................ ....... ; .... . 
Ba ,•om Littlr.-drmand loan -(rndor cd another loan) .. . 
Pnilrp R . • l i\tl1cr-t1111 loan ..... ...................... . 
\\'1111 Im G. Mather--dPmanci loan ..................... . 
'\V1lll'lm G ~l nthl'r-two time loan ............. ...... .. 
\Vrlli ·1111 G. ::.\father . ... . . ........................... . .. .. 
'\\'11l1am G. Mather (total) ............ .......... ... .. . 
Otto 1111 ller-hY • elem a nil loans total111g ............... . 
R . V. h t<·oc1J-t 1111 t> !0;111 • .. ........... .. ... ••••••••• 
Lanrrnc II. :Norton-limo loan .................... .. 
Corl . 0 bornt•-timr. loan .............. ......... ...... .. 
Kl'nyon V. Parn tcr-11 tlc,nand loan .................. . 
F . P . Root-tin1B ]tJUJl . . ........ •••••••• •• ••••• • •• ••• • 
All ard ' 1111 th (dcl'cascd)-l11111' loan • ,. • •••••••., ••• •• , ,. 
An<11·cw quh·e--f,vo Lin1 P loan •••••• , •• ••• •••••••••••• 
J . H. Wu<io J1·.-luue loan .. ... ............ ••••••••••••• ••• 
And1·e,v Sqi111·e • . . . . . . . ........ •••••••••••••••••••• .• 
J. H Wade Jr. ( ,,~urrd a1tv,11wc) • ... .. ... . , ...•.. .. • 
w. H . Wr.rner Coal Co., 11 r W. H. Warner-time loan 
,v. H. '\Vdl'llPl' .............. ........ .... .............. . 
\VincJ::::or T. ,vh1tc-tin1e loan ••••.••••.••••••.••••••• 

Total . .. . . . . .. . . . . .. . . . . . . . . . . . . . . . . . . . . ............ . 
'JO,." TRLST OFFIC'ER 

forri S. H alli day (V. T' rr. • Bld~. ~ r.) -time lo n .. 
11,m·y E. M ill, (V. Prr·, l-lim loan .... .......... .. . 
·!l•nn A. ,J·u:k,on (.\ dv. n011rd )-1 llllP loan •••.•.••• ••••• 
1N . J . O' N1•1ll (V . Prr .)-1\rman(I lol\n .............. . 
.1Jo ... ,·11h l'' . £-lo~•nn IV. f>r< •-.) -l11ur. Joan ••••• ......... . 
,r. H C'lark <Y. P rl' )-11111r 101111 ................. ... . 
Jn,,,ph J. ·,wh 1 (.\tlv. }lo .1 nll-111111' lo,111 ... .......... . 
1'on11a11 R. ::,n(')J (.'\.dv. boMctJ-l1111e loan .......... , .. . 

•rot al • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ••••• J ••••••• • 

Total 
1:.! . :'\tlO Of) 
11,1,17.00 
a·! .oon.oo 

1011. l :!3 00 
I 000 .0 IJ 

1 .ooo.on 
~61.00[) 00 

i;') ,000 00 
70,000 00 
!l~.000 .00 

210,000 .00 
300 ,000 .00 

1.'i ,34fi 00 
aa.noo .oo 
li'~ .1'>00 .00 
13,000.00 
a4,:!oo.oo 
·l:l ,llll0 .00 
40,000 00 

800,000 .00 
1 :! ,a:!·~ .5o 
:.!1 ,645.00 

1 ,143,000 .00 
1:i,JO0 .0tl 

100,000.00 
110,0110 !hi 

4 ,273,000 .1\.) 
H,000.00 
11.ia~.oo 

~so.000.00 
a:,0,000 .0<> 

:17.000 .00 
a7,J :n .oo 

lOJ ,0 0.00 

fl05 .00 

',751,!1 1:!.00 

fl ,150 .00 
1,800 .00 

1 n aoo.oo 
:!Ji flfltl.00 

li,tlOO.oo 
:!.17:, 1111 
i,fillll Oil 

l tS.0011 011 

7!l .3'iS.IIO 

Due 
R 000 .00 

ll, ' 17.110 
a·• non no 
57 .997 .'M-

t,;l)J '! ".! 
-lR 000 00 

21i0.l 15 . 
l\ll .500 .00 
70,000. 
:13,000 .00 

200,341.50 
:.!60.730.00 
71) ,501 .00 

110.~7.70 
:ia.000.00 
ri'! ,7>00.00 
13,000.00 
:.!O,:!OS.71 
:i~ .7,,0 .00 
:l?.530.00 
00,000.00 

:\R.!'lfi7.~0 
77Q,4 3.00 

1 .,,:rna.uo 
100.000.00 

f!l,l:I0 .00 
2 ,!1!10 .000 .00 

H ,000 .00 
11.1:noo 

~50,000.00 
350,000 .00 

:li,t)()(),()f) 

:11.1:n.oo 
10:1,oso.oo 

V,H'!/\.00 
UOS .00 

0 ,41\0 00 
I "OU 00 

10 :wo.oo 
lll .-,011.00 

H 000.00 
'! o,;; 00 
,,;; ·: .on 

111 000 .00 

1Hl ,711i'.0 0 



PAINTER LOANS 
WILL BE SIFfED­
BY GRAND JURY 

Check of $3,775,000 Union 
Dealings Set; Ex-Bank 

Heads Face Call. 

Data on transacuons involving 
loans totaling $3,775,000 made by 
the Union Trust Co. to Kenyon V. 
Painter, one o[ its directors and its 
largest stocitholder, will be pre­
sented to th new county grand 

e jury next week. 
This wa. announced today by 

d A sistant County Pro cutors Par­
lt ker K. Fulton and Thomas A. Burke 
1f Jr., in charg of investigation of 
.- Union Tru t affair • 
e At the ame time it was learned 
:t that a number of ubp nas requn:-

ing former Union ;r'rust officials and 
others to appear before the grand 

• Jury will be i ·sued by the prosecu­
tor's oflice between now and nexl 
Tuesday, when the new grand jury 
will convene. 

Pamtcr could not b reached for 
♦ a statement on Fulton' announce­t ment, nor could his attorney, Wii-
♦ liam H. Boyd. 

I 
"We are putting the finishing 

touches on our investigation of the 
deals by which Painter was per­
mitted to obtain huge loans frotn 

1 
the Union Trust, and by which the 

1 directors later returned to him 
' $500,000 of his collateral without 

payment on the loans," Fulton de-
, clared. 
, Fulton and Burke for weeks hav 

been working with a staff of ac-
T 11 rn to Page 4, olu-nin 7 

---·-

SIFT PAINTER LOAN 
Co11ti1111crT Pron~ Page 1 

countant_s sc_eking vidence of al­
leged v1olatlons of state bank· 
law b m mg Y o icers and directors of the 
closed Union Tru~t Co. 

In the Pa(nter loans, County Pros­
e:utor Cull1tan said, bank apprais­
:~ boosted the valu of collateral 

1 
per cent to make possible the 

oarn~g of the lnrge amount. 
either Fulton nor Burke inti­

mate~ t~ Y had found any evidence 
of criminality in the Painter loans 
a thou.gh they said the facts sur~ 
roundmg them undoubtedly will be 
placed before the grand jury next 
week. 

Painter, in recent months h 
been d d ' as . ma ~ efend nt in several 
smts se~kmg to collect damages 
and seeking to ct a idc transfer of 
prope~ty by_ Pain_t r to other per­
son ' mcludmg ht wi!e. 

The ~orem~n of the new county 
grand Jury is to be selected be­
tween now and Tuesday by Com­
mon Pl as ~udge Samuel H. Sil­
bert, who_ will pr ide in criminal 
cou:t ~unng the fall term. 

~iqu1?ator Oscar L. Cox of the 
Un10n, it w~s learned, was to con­
fer today ~vith U. S. District Attor­
ne~ .~mcrJch B. Freed concerning 
Iac1_1tt1~s and . pace for department 
o! ~ustice auditor: in th bank for 
their . urv Y, tar ling next week 

/ recd, _i is bell vcd, also ~1ll 
d cu with ox affa ir. of the bank 
generally . . Survey of the Un.Ion 
and Guardian Tru t co. by the fed­
eral gov rnmcnt will be in charge 
o_f E. M. Ward, department of • _ 
bee auditor. JUS 

----·----
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Forgetting the Depositors. 
The Senate investigation of the Union Trust Co. 

recessed yesterday to permit committee members 
to attend the legislative sessions next week. Much 
of the data presented to this time by R. J. Falken• 
l5tein, investigator for the committee, has previously 
been brought to public attention. The Lenihan re• 
port of the bank's condition was made a part of the 
Senate record several weeks ago when the Guardian 
investigation was in progress. 

Of many transactlona in the Union which are open 
to criticism, the withdrawal of collateral by the 
Van Sweringens was the worst. According to Fal• 
kenstein $4,500,000 of collateral was withdrawn and 
deposited with J . P. Morgan & Co., presumably as 
the basis for an additional loan. Only $380,000 in 
aubstitute collateral was received by the Union. 

Inasmuch as the Van Sweringen interests owed 
the Union more than 10,000,000 when it closed, it 
ta fairly obvious that depositors of the bank must 
pay, probably in smaller liquidating dividends, for 
the ir..discretion of Union officers in surrendering 
the collateral which had originally been demanded 
tor their protection. 

At a time when clamor is heard on all sides for 
a more liberal lending policy by the banks it is well 
to bear in mind that it was undue liberality in lend­
ing, and too little regard for the protection of de­
positors that led to much of the banking trouble. 
Had the banks insisted all the way through on 
adequa.1:e collateral and sound financial statements, 
as they are insisting now, there would be fewer 
closed banks to investigate and little need for new 
banking regulations . 

• 
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INDS BANK CRISIS 
BlED UNION TRUST 

Expert Tells Senators De­
positors Waited While 

Millions Went Out. 
BY JOHN W. VANCE. 

While small depositors were sitting 
tight, out of town banks were hur­

to the Union Trust CQ. to 
their deposits, E. J. Falken­

stein, examiner for the special bank 
investigation committee of the Ohio 
Senate, testified yesterday before the 
committee. 

Other points stressed by Falken­
stein's testimony were that: 

THE UNION would still be open 
if it had been as stiff in requiring 
collateral from others as it was on 
loans to banks. 

THE UNION paid out more than 
half of its total earnings as divi­
dends instead of building reserves. 

THE CLEVELAND 
HOUSE ASSOCIATION in 1927 se­
verely criticized the Union for poor 
records and "dangerous loans.'' 

LOANS on real estate froze and 
were powerful in forcing the collapse 
of the bank. 

Trusts Not Examined. 
THE ENORMOUS TRUST 

PARTMENT of the bank had never 
been examined carefully by the State 
Banking Department. 

THE BANK received large feel!! 
for arranging loans and Joseph R. 
Nutt, former chairman of the board, 
received a personal fee of $131,000 
but turned it over to the bank. 

THE BANK permitted the Van 
Sweringens to substitute approxi­
mately $380,000 worth of collateral 
on a loan for approximately $4,W0,000 
worth and sent the freed collateral 
to J. P. Morgan & Co. 

THE BANK illegally invested in 
stock of the Van Sweringen's Alle­
ghany Corp. and lost $251,676.11. 

Falkenstein concluded his testi­
mony and Senator L. L. Marshall, 
chairman of the committee, recessed 
the hearings until some unfixed date, 
to give Falkenstein opportunity to 

(Continued on Pace 6, Column 2) 
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eventual loss was $251,675.11. I 
Senator Harrison asked whP.ther 

\ 1\ny of this stock had been sold to 
trusts held by the bank. 

FINDS BANK CRISIS 
TRUST I "N?t that I have observed,'' Falk­

enstein answered. 
I Q.-Were any large blocks sold in BLED UNION 

+ --------- ---- -- 1932? , . I he ever go back to the bank to l'.!ec A.-1 don't really know. I under-
(ConUnued From Fir t Pa1e) if this condition had been cor- stand that the stock sold under U 

continue his work in the Union. He 1ccted?" Senator Marshall asked. a share. Even the preferred ,vas 
· · " •o " F II· n te·n aid I worth only 85 cents. was instructed to go mto detail on , a ,e s I s • . 

I . . Falkenstein testified that the Q. - All the stocl, could have bi>en 
s:veral tr~nsact1ons, partH.ularly the lJr:ion had iz1,556,000 invested in real sold m 1929. with a profit to the 
Van Swermgen loans. I ertate. including its banking build- bank, coutd 1t ~10t? 

Falkenstein traced the rapid ing which accounted for about $11,- A. - Yes. As_ it was, there was a 
growth of deposits of other banks , 000,000 of the total. In addition \c• neQt loW,-shor $Zal,676.lld. 
. . . . I this, its real ~state loans at their .- 0 sponsore or recom­
m the Union. showm~ that these h!ghest point were about 75,000,00J. mended the ?purchase of this stock 
g~ew fr.om 20,~,000 m. 1922 ~o a He said that the bank held $5,164,000 by the ban~,. 
high point of $S4,0~,000 m April of in rl'al estate, 80 per cent. of which A.-I don t know. 
1931. Between April ~nd December was in process of foreclosure. Examination of 1931. 
of that year, he te~tified, they -fell Eventually, Falkenstein satd, In an 
to .,,20,000,000, a declme of ._.,000,00. effort to get cash out of its frozen Q.-How Jong were the state ex-

The day the Toledo banks failed, 1 t t 1 " th Union helped aminer.s in the bank at the time of 
Aug. 17, other banks withdrew rea es a e oan~, e . the examination dated as of March .6 473 000 f th U . the other bank11 organize the West- 27, 1931? 

• ' rom e mon. ern Reserve Mortgage Co. It then A.- I don't know. 
Bank \ \'lthdrawals Heavy. sold mortga~es to the Westtern TRhe• Q.-They left before Oct. 2, the 

At the C'lo::1e of 1932, Falkenstein serve, receiving notes ln re urn. c date of the letter sent out by thP. 

I said. when the 1inal runs began, there Western Reserve borrowed from the Ruperintendent of bank!l, didn't 
were about 19,500,000 in other bank Reconstruction Finance Corp., and they? 
deposits. Thes?- went down to $10,- turned th e proceeds over to the A. - Yes. In his letter the l'Uperin-

1

000,000 in about a rr,onth. The larg- Union. This money was applied tendent apologized for the delay. As 
e,11t withdrawals were by Illinois against. t~~ notes. you will see from Mr. Wilbur M. 
banks, he said, while the largeiit The Umon sold a total of 545.ooo.- I Baldwin's reply, dated Dec. 22, 1931, 
individual withdrawal was $500,000, 000 worth of mortgage~ to the WeSt - he says he received the superintend-

I taken out by the Commerce Bank of ern Reserve a nd received notes of I ent's letter the day before. The Jet- I 
Kansal'! City. 1 equal a~oun t. About S2l ,OOO,OOO has 

I 
ter from the stiperintendent was 

"Then," Senator Marshall said, been paid on the notes. written Oct. 22, but not mailed until I 
"they were withdrawing money while "Trll. ts Xot Examined." Dec. 21. 
the savings depositors, who took less Falkenstein testified that the trust Q.- Is t het·e a. possibility that dur-
than anyone, held on?" d ing the time the letter was written • h department of the Union increase • That is t e case," Falkenstein to the Union Trust Co. and its re-
said. its assets from $135,000.000 in 1924 to ceipt by the company, there may 

Falken teln testified that in mak- $281,000,000 in 1931. He said he had ha,·e been unofficial communications 
ing loans to other banks the Union been told by a state banking depart- between the state banking depart­
required collateral of a type immedi- ment employe that there had never rnent and officials of the bank? 

I 
a t ely marketable and always got at been a real cxammation of the truSt A.-It is not impossible. There is 
least $• of collateral for every dollar department. no evidence to show that there was. 

I 
lent. In some cases the ratio was "I don't believe the trust depart- however. The bank superintendent 
10 to 1. On one loan of $63,660 to ment ever made any report to the also directed the attention of the 
the Chagrin Falls Banking Co., he state," Falkenstein .said. "That bank officials to purchases of certain 
~a1'd the total market val c 1 means ther were 286,000,00 worth " , ue o co - real estate holdings as being con-

1 

lateral posted was $519,232. of asse~s and 3,500 customers and trary to law. He lists thirteen per- • 
"It appear~," said Senator John there was no adequate supervision." sons who had pledged Union Trust 

P. Bower, ' 'that the banks didn't Falkenstein said the bank threw stock as collateral for loans also. 
• trust one another." its various fees into the "Other In-

"I th' k ti i ht ~ome'' account. Thil'I included checks, Three or th ose were directors. George rn you are exac Y r g , , P. Corney had pledged •oo shares c>f senator" Falkenstein repl1'ed draft.• and deposits not called for, • • .~ the bank's own stock; T. S. Graselli, "Well, said Senator Marvin C. although these should have gone to t • 1,1 i6 shares, and Charles G. King, Harrison," if they had required the the county treasurer, Falkens em 1.000 shares. This in violation of sec-
same kind of security from the Van said. tion 710-lH of the general rode. 
Sweringens and Kenyon V. Painter, This also included the bank's In- Q. - Why was this last illegal? 
they'd :1till be open, wouldn't they?" come from collections for the East 

"Yes,'' Falkenstein said. "Aside Ohio Gal'! Co. and the Cleveland Uequlre,l to Own St ock. 
from the amount of the security, H Electric Illuminating Co. Fees earned A. - The directorn must under the 
is all marketable.'' by the real estate department of the law hold $500 worth of stock unen-

Turning to the question of earn- bank, ' which sc-metimes exceeded cumbered. It was also illegal for 
ings, Falkenstein testified that the $90,000 a year, aiso went into this the Univn Trust Co. to accept its 
net earnings of the Union during it ·· account. own stock as collateral. 
whole existence were ( 9,967,000. Of In 1928, Falkenstein ~aid, the ac- Q.-Was the last violation the 
this, he said, 27,09,,000 was paid out count showed payment of a $12,000 worst? 
in dividends to stockholders. The commission for a. participation in a A.- I don't know that that's true. 
surplus account received about loan to the Pere Marquette Co. In Now I also have here the letter 
~1.400,000 and reserves got about 1924 1t received $550,000 in profits from Mr. Baldwin, the president 

, $19,500,000. Largest of the reserves from the .sale of the First National of the bank, attempting to explain 
was 11,500,000 for losses on loans. Bank Building. In 1925 it showed a certain real estate holdingi;i and l'!ay­

$371,000 fee from the McKiney Steel ing that the bank would attempt 
Dh·ldend Over 10 :Per Cent. co. This Falkenstein sairl, wai;i for to clear Its possession of the Alle-

"They paid beltf'r than 10 per persuading other banks to partlci- gheney stock. This was finally sold 1 cent. a year ;n dividends," Falken- pate in a Joan to make possible at a rather heavy loss. 
stein said. "Many people think thi3 transfer of control of Corrigan-Mc- Q.- Not any greater than H they 
too generous. \-Vith smaller dividend..; Kinney Steel Co. to Cleveland-Cliffs had held on to It, though, wal! it? 
they could have written of more Iron Co. interests. A.- ~:>. It went down a great 
los es. The conservative policy is to Falkenstein testified that E. S. I deal further subsequently. 
put as much as possible into re- Burke owned stock in the :McKtnney Q.-Di:l the bank actually follow 
serves." Steel Co. and had written a letter ont any of the suggestions of the 

He then testified that he was un offering Nutt a certain amount IC he state banking superintendent? 
ri bk to fina any proof of "window could find a burer. I A.-It did dispose of the Alle-
drel>sing'' operatfons at the Union • gheny stock and some real estate 
like those previously described at the Gave Check to B a nk. Wal'! disoosed -0f. I believe. 
Guardian Trust Co. in order to make Nutt lat.er got a. check for 131,000 Q.-The Allegheny Corp. was one 
the periodical statements look good, whkh he made over to the bank. 0f the Van Sweringen subsirtiaries. 

Falkenstein read excerpts from a The bank also wai;i paid S240,000. wall it not? 
report of Franc-is Coates, jr., exam- "Apparently this $131.000 was for I A.-Yes. 
i,1e1· for the Clearing House. prepared brokerage ," Senator Marshall i;iaid . Q.-Did the Van Swel"ing-enir bor-
in 1927 after an audit of the Union "Yei; , I saw a letter from Rurke row money from I he Umon Trust 
which lasted almoi.t two years. in which he told Nutt the money v11~ through any of Its other llllb,sid-

Coates vrote that he found the to go to Mr. Nutt personally," Falk- iaries '! 
nion's affairs in a "disturbing con- enstein said. A. - YP!'I., At 1he time the 

dition"; that in many instances the "But Nutt indor11ed ft to the closed th<' ' owed a. total or I records of the bank were incomplete bank?" Marshall asked. SI0,500.000. 
• O" scattered , "a dangerou.s condition "Yes ." Q.- Was there anv evidence ha.t 

to which can be attributed in largP. Falkenstein then described the In- they eve r· sub tituted collateral? 
mca!lure your losses." vestment of the bank in Alleghany A.-Ye i;i. In October, 19J0. thev 

Coates criticized a Jong list of •·so- Corp. stock. It bought :!4,667 s hares withdrew collateral held b,· th·e 
called commercial loans" usually se- in 1929 for 579,6H, he saia, and sold Union Trust Co. a~ainst a loan, the 
cured by second or third mortgages. blocks of it th?.~ year at a profit of market value of the collateral bt>­
Some, he said, were supported by 373,903.27. However, it wa'! ordered ing- 4,500,000 and substituted c, J. 
financial statements of "little or no by 0. C. Gray. then superintendent late1al with a market value of 380,­
worth ." Many of these loans, Coates of banks, to get rid of the stock, 000. There wa11 a transfer trom the 

: said, were to real estate operit.tors which was an illegal m,•e, tmPnt, Union Trust Co. to the firm of J. l'. 
1 and were not prime Yalues and not since the issue had not r,a id divi- Morgan, but I will ::rn into that 
commer ial Joans. dend11 for five The flllly a our next he'lring. 

He said, in spite oC this, the l "nion 1 

was holding sitch loans and contin­
ued to make them , commenting that 
such borrower " eemed to DP a 
much favored class." As a class. 
Coates' report said, these loans \\ere 
undesirable, slow and undependable. 

Coates also said the statistical de­
partment was poor and that there 
was no cross-indexing. He pointed 
out that the bank had 1,300,000 of 
Chase Bag Co. stock as collateral, 
and no information about the :.t•lck. 
Eventually, Fallenstein commented, 
the bank had to take possession o! 
the compan ·'s assels. 

'AftPr Mr. Coates found this In ­
complete bookkeeping and Ill! , did 
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GIVES DH AILS ON 
VANS' UNION LOANS 
Examiner Discloses Ex-

change of Collateral and 
Shrinkages. 

Edward J. Fa.Jkenstein, examiner 
for the special bank investigating 
committPe of the Ohio Senate, yes­
terday disclosed that in its dealings 
with the Van Sweringen interests on 
loan!!, the defunct Union '!'rust Co. 
permitted: 

Exchange of collateral with a mar­
ket value or $4,936,000 for collateral 
with a market value of $672,200; P.lC• 
change of collateral with no mark t 
value ! or collateral which also had 
no mark t value but was junior tn 
earning possibiliti s to the flret 
bloc·lc 

D posit or the r adily marketa­
ble collatera I with J. P. Morgan & 
Co. in New York. 

lfalkensteln had referred to thest­
tra.nsfers in testimony Friday a.t a. 
hearing. It was suggested by Sena­
tor L. L . Marshall, chairman, and 
Senator Marvin C. Harrison, that he 
make public the details. 

Ex pla nation J<·rom l'~llr . 

Falken'3t In's ·planation, takPn 
from the tlle11 of the bank, showPd 
that on 0 ° t. 29, 1929, the Vaness Co. 
borrowed $15,000,000 secured by ol­
Ja.tci-al worth 7,235,750 on th mar-
1,et. 

On June 20. 1930 the l'Ollat ral wu 
worth 5,972,400 and on O<"t. 14., 1930 
it wa11 worth . 5,0 9,810. On Oct. ::o, 
19:10 the Ion n was refunded by a new 
loan of $5,000,000 to 0. P . and M. J. 
Van Swerlng-en, se ·urrd by collateral 
havi ng a market value of $672,200. At 
the 11a me time ReC'Uritles ·worth 
. 4,492,000 were releasPd. 

Another loan of $9,000,000 to the 
V11ne11s o . waR made on Nov. 1, 
1929, participated in by four Clew•­
lancl banks, the nion TruRtR'l! shllre 
being 2,000,000. Non r of the coll at­
era I postPd had a marlcet value. Thf' 
C'OllA.teral ronslsted of s harrs of flr11t 

nd s roncl preferred sto<"k o! th 
Terminal Propertlf'I! Co., rommon 
stock o! th same company, common 
!'ltocl: of th Van Sweringen Corp ., 
a nd com m on eto k oC th Cleveland 
Termi nals Building Co. 

~ .-nt to l\for,:-a n . 

On May 13, 1930 the Union'!! share 
in thr loan Wl\l'I in('reased by $/:O!l. 
000. On Oct. 30, 1930 the loan was 
paid off and the collateral released. 
The payment was made by a new 
loan of $9,000,000 to 0 . P. and M. J . 
Van Swt-r·ingPn. The collatrral on this 
loan wa!! solely Vaness Co. common 
iatock , representing 60 per cent. of 
the Vaness sto k. 

"In the two transactions," Falken­
stein pointed out, "the banks o( 
Cleveland had sutrered in r eallzcable 
values as to <'Ollateral. 

"CorrespondPnce and n otations or 
the nion exist to prove that the 
collateral having immediate markPt 
value was sPnt to N w York to J. 
P. :Morg n & Co., whrre it wall de• 
po. itrd again. t the .39,00C•,000 loans 
madr b~' that company t o the Van 
. weringen!! ." 
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STORY OFV ANS' 
UNION TRUST CO. 
LOANS IS GIVEN 

Cox Cites Complete Sched­
uJes of Collateral 

Held by Ba11k. 
Oscar L. Cox, liquidator of the 

Union Trust Co., made public today 
the complete history of two Van 
Sweringen loans at the Union Trust. 

Partial testimony concerning these 
loans was taken last week by the 
investigating committee of the 
Ohio Senate. 

Mr. Cox' said: 
"In view of the current public 

.discussion of two of the so-called 
Van Sweringcn obligations to the 
Union Trust Co., it seems appro­
priate to supply, as supplementing 
our inventory already of public 
record, a schedule of the collateral 
held by the Union Trust Co. at 
various periods under these obliga­
tions and their apparent predeces­sors. 

"Valuations of the collateral have, 
of course, varied from time to time." 



The schedules are as follows: 
1-$2,800,000. Demand collateral 

loan O. P. and M. J. Van Swer­
ingen. 

On April 19, 1926, the Vaness 
Co. paid out entirely and was out 
of debt to the bank until July 21, 
1926, when $225,000 was borrowed. 
Loans increased gradually, reach­
ing a peak of $2,250,000 on July 1, 
1927. On Oct. 4, 1927, $1,900,000 
was paid, after which leans again 
increased gradually until they 
reached a peak of $4,350,000 on June 
23, 1928. 

On July 28, 1928, $2,000,000 of the 
debt of the Vaness Co. (then at 
$3,350,000) was revamped. 

The :following notes, aggregating 
$2,000,000, were paid: 
The Vaness Co., dated Jan. 14, 

1928 ......................... . $ 500,000 
Secured by 32,600 shares Terminal 

Properties, first preferred; 27,300 shares 
Terminal Properties second preferred; 
93,300 shares Terminal Properties com­
mon. 
The Vaness Co., dated Feb. 17, 

1928, ........ . . . ............ . . 500.0~0 
Secured by 5,000 shares N. Y., Chi­

cago & St. L. R. R. common. 
The Vaness Co., dated Feb. 17, 

1928 . . . . . . . . . . . . . . . . . . . . . . . . . 500,000 
Secured by 5,000 shares N. Y., Chi­

cago & St. L . R. R. common . 
The Vaness Co., dated Dec. 28, 

1927 . . . . . . . . . . . . . . . . . . . . . . . . 250,000 
Secured by 2,500 shares N. Y ., Chi­

cago & St. L . R. R. common. 
The Vaness Co., dated Mar. 1, 

1928 . . . . . . . . . . . . . . . . . . . . . . . . . 250,000 
Secured by 2,500 shares N. Y ., Chi­

cago & St. L. R. R. common. 
Total . . . . . . . . . . . . . . . . . . . . . . . . . . 2,000 ,000 

The proceeds of the following 
note was used to pay the above 
mentioned obligations: 
The Vaness Co., dated J uly 28 , 

1928 .. .. ......... . .... .... . .. $2 ,000,000 
Secured by 32,631 shares 'I erminal 

Properties. first preferred; 30,255 shares 
Terminal Properties, second preferred; 
95,600 1hares Terminal Properites, com­
mon. 

On Nov. 1, 1929, the 2,000,000 
note of the Vane s Co. was paid 
by our corporate trust department, 
made possible by the bank's partici­
pating for exactly the same amount 
< 2,000,000) in a total loan of $9,000,-
000. 
The Vaness Co. Participation, $2,000,000 

Total loan, $9,000,000 ; secured by 32,-
893 shares Terminal Properties, first 
preferred. 33,187 shares Terminal Prop­
erties, second preferred. 99,222 shares 
Terminal Properties, common. 122,000 
shares Van Sweringen Co. 100 shares 
Cleveland Terminal Bldg. Co. 

On May 13, 1930, the bank's par­
ticipation for $2,000,000 was paid out · 
of a new participation for $2,800,000 
in a total loan of $9,000,000. 
The Vaness Company Par-

ticipation .................. $2,800,000 
Total loan, $9,000,000 secured by: 

122,000 shares Van Sweringen Co.; 
600,000 ahares Van Sweringen Corpo­
ration. 

On Oct. 30, 1930, a participation 
of $2,800,000 in a total loan of $9,000,-
000 to 0. P. and M. J. Van Swer­
ingen was substituted for the par­
ticipation of $2.800 000 in the total 
loan of $9,000,000 to the Vaness Co. 
0. P. and M. J. Van Swerin-

1en Participation .......... $2,800,000 
Total loan. $9,000,000 secured by : 

17,500 shares (or 60% common) Van­
ess Co. 

This balance of $2,800,000 is out­
standing today. 

2- 4,100,000. Demand Collateral 
Loan O. P. and l\1. J. Van Sweringen. 

On Oct. 29, 1929, the bank loaned 
the Vaness Co. $5,000 000. 
The Vaness Co. . . . . . . . . . . . . . . . 5,000,000 

Secured by 32,0000 shares Cleveland 
Railway Co .. 6.500 shares Midland bank, 
30.000 shares Alleghany Corp. common, 
6.000 shares United Corp. common, 3,000 
units Western Reserve Inv. Corp. 6% 
pfd. 

On June 20, 1930, 1,700 additional 
shares of the Midland bank were 
substituted for the 30,000 shares 
Alleghany Corporation. 

On Oct. 14, 1930 50,000 shares Van 
Sweringen Corporation common 
were pledged as additional collateral 
to the same loan. 

On Oct. 30, 1930, the above loan 
was paid with a new loan of $5,000,-
000 to 0. P. and M. J. Van Swer­
ingen: 
O. P . and M. J . Van Sweringen 5,000,000 

Secured by 9,000 shares Vanes Co. 
i,!d ., 16.250 shares Vanes. Co. common, 
4,000 shares Niagara Hudson Power 
Corp. common, 5,000 shares Standard 
Brands, Inc., common. 3.000 shares 
Western Reserve Inv. Corp. common, 
3,000 units Western Reserve Inv. Corp. 
common. 17,9991,:z shares Calumet Tru t 
certlficates. 1,400 shares Newton Steel 
Co. common. 33,000 hare Peerless Mo­
tor Car Corp. common, 6,000 shares 
United Corp. common, 10,296 shares 
Metropolitan • Utilities, Inc., common , 
and equity in the following held in cor­
porate trust department: 100 shares 
Traction Stores common, 5,800 shares 
Cleveland & Youngstown Railroad 

common, subject to previous pledge 
under Metropolitan $3 ,100,000 loan, 100 
shares Cleveland Traction Terminal 
common, 1.465 shares Cleveland Inter­
urban R. R. Co. common . 

On Nov. 20, 1930, a loan of $800,-
000 was made to the Vaness Co. and 
the loan of $5,000,000 to O. P. and 
M. J. Van Sweringen was reduced 
to $4,200,000. The following col­
lateral was taken from the $5,000,-
000 loan and transferred to the 
$800,000 loan. 
Vaness Co .................... $ 800,000 

Secured by 4,000 shares Niagara 
Hudson Power Corporation common, 
5,000 shares Standard Brands, Inc., 
common; 3,000 shares Western Reserve 
Investment Corporation common; 3,000 
units ,vestern Reserve Investment Cor­
poration; 17,999\2 shares Calumet 
trust certificates: 1,400 shares Newton 
Steel Co. common; 33.000 shares Peer­
less Motor Car Corporation common; 
6,000 shares United Corporation com­
mon. 

This left the 0. P. and M. J. Van 
Sweringen loan as follows: 
Balance O. P. and M. J. Van 

Sweringen ............... . . $4,200,000 
Secured by 9,000 shares Vaness Co. 

preferred; 16,250 shares Vaness Co. 
common; 10,296 shares Metropolitan 
Utilities, Inc., common; equity in four 
blocks securities as listed previously. 

On Dec. 31, 1930, the above loan 
of $4,200,000 was paid with a new 
loan of $4.200,000. 
0. P. and M. J. Van Swerin-

gen ....................... . $4 200,000 
Secured by 9.000 shares Vaness Co. 

preferred; 16.250 shares Vaness Co. 
common; 10,296 shares Metropolitan 
Utilities. Inc., common. 

On Jan. 24, 1931, $100,000 was 
paid on the principal of the loan. 

The balance of $4,100,000 is out­
standing today. 

E. J. Falkenstein, committee ex­
aminer, and Senator Marshall, 
chairman of the committee, also is­
sued a statement regarding the Van 
Sweringen loans and the substitu­
tion of collateral. The statement 
follows: 

ON Oct. 29, 1929, the Union 
Trust Co. loaned the Van Es Co. 
$5,000,000, secured by various se­
curities valued at $7,295,750. 

THAT, on Oct. 30, 1930, the loan 
was paid with a new loan of 
$5,000,000 to 0. P. and M. J. Van 
Sweringen, secured by collateral 
valued at only $672,200. 

THAT collateral valued at $4,-
936,000 at the market was re­
leased. 

THAT another loan of $9,000,000 
had been made by the Union 
Trust Co. to the Van Sweringens, 
and that this was a participation 
in which three other banks were 
interested. 

THAT this loan, secured by Ter­
minal Properti,s, Van Sweringen 
Co. and Cleveland Terminal 
Building Co. stock, was paid off 
and collateral released, the pay­
ment being made through another 
$9,000,000 loan secured by stock 
representing 60 per cent of the 
common issue of the Van Ess Co. 
"In the two transactions the 

banks had suffered in realizable 
values as to collateral," the state­
ment asserted. "The substitution 
on the $5,000,000 loan had re­
sulted in a loss to the Union Trust 
of collateral having a market value 
approaching $4,270,000. 

Four Participate in Loss. 
"The substitution on the $9,000,000 

participation resulted in a loss to 
the four participants of collateral 
having no market value but holding 
a senior position to the collateral 
received, as far as earnings were 
concerned. 

"Correspondence and notations in 
the Union exist to prove that the 
collateral having immediate market 
value was sent to New York to 
J. P. Morgan & Co., where it was 
deposited against the $39,500,000 
loans made by that institution to 
the Van Sweringens." 

The statement quoted excerpts 
from a letter in the inter-depart­
mental files of the Union Trust Co. 

This letter complained that the 
house of Morgan had made substan­
tial profits in dealings with the 
Van Sweringens. 

No Excu e for Action. 
"While there may ha, e been 

some excuse for the New York 
interests taking a prior position to 

the Cleveland bank loans made for 
the development of the local real 
estate projects, there was no ex­
cuse for taking the marketable· col­
lateral from the Union Trust Co. 
$5,000,000 loan," the letter said. 

"There is no information in our 
files to indicate why the Union 
Trust Co. permitted the New York 
interests to take this collateral from 
the $5,000,000 loan, to which they 
were not entitled, nor why the 
Union Trust Co. permitted the other 
banks to be paid in the spring of 
1930 without having its own loan 
paid," the letter continued. 

The statement also included cor­
respondence between W. J. O'Neill, 
vice president of the Union Trust 
Co. and H. C. Robinson, executive 
vice president of the Guardian 
Trust Co. Robinson, in January, 
1933, urged that the banks should 
have representation on the Van Ess 
Co. directorate. O'Neill replied, 
the statement showed, that all of 
the local banlcs had known at the 
time that the collateral switch was 
being made. 

f 
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fiel d . Among the r ail stocks were _ :"1_1_11_11_,-,.;_1Y _____ r_n_lln~1 l'i •. A_l_•=';";""-,c--,...---~-=-,,.-.,,P"'a,.,.r ... v=a,,.1u.,,!",,.,..- J_u,.n_e=1,,.:;.,,. ,_1:-:9..,:""1:s 
All h C 11 l l'l'l'l AmPri,·:tn- Roll ) f ill. Co. ;1-)r. IIOIP• 4 1 ,g '!011.000.00 $ 1118.:17:i.OO 

eg any orporation, C hesapeake u: 1:1i1'1i1 Arm,tro11i; Cork c o. HI-yr. ~on,•. dh. o•7. 1;,0,000.00 H:;.an.uo 
C orporation, R ock I sland, Eric, Mis- 1- 1-1111 i Clule Co11per Cu. •JO-n. drbf"ntu~s 5• .. :! 1·1.000.00 :!0-1:!6'!.00 
souri P :.cific, Nickel P late, New l· l-1!1:1:1-36 ('lp\'elarnl Cit>· J.'r. & Ir, Co. Isl Mtr. 6 1,s 75,0110.011 7,;,000.00 
Y k N H 

:1.11.rn:111 Glohe Mnc·h. & !'-t&lllf). Co. hl JIit:,. fl&.. :?·~s.000.00 :?lH.1100.00 
or , ew aven & H artford, !l- 1·1!115 Goodnr h B. F. co. 15-,rr. ,-on,•. cteb. Ill! . 110.000.00 all.818:!0 

S :iuther n P acific, W a b ash and the •· l-l!H7 G<io<tnch B. F . Co l~t '!a-~·r 6 1-2• 1110.1100.00 mi !145 .nO 
A C & y Th A C & y . II• 1-l!lh"? Hutl-on Coal Cu. l•l ) lli.e <1.pr, A 5~ 100.000.00 !l!Ul'!7.ll0 

• • • e • • • • lS cen- 1,. 1-rn:m H . H. )llller lnrlu•tnt's Co. 1st 1,,.yr. r;i,.s 70.ooo.oo 'il.100.00 
tered at Akron and is headed by -1· 1-111;;1; Nallonal Stt"CI Cor,,. ht ,•011. s. F. ;;~ .. . 115,0110.00 91.U75 oo 
H . B. Stewart, a Guardian b ank 4- J-l!li\fl Xat,on;:il ~trf'I Cor11. l•t (oil. s. F. 5s. . :?M;,0110.00 'Htl,o,;;.oo 

1- 1-l!l;J5 Xe" l<m '-It Pl Co l t lllt!"P ~, . .. :?115,000.00 :?0:S,701i.'?5 
d irector, and several other G uar- !I· 1-w-10 xu. Am~n,·an Ct>ment Cn>. s.F db. A 0'2s 13.000.00 9,:?30.00 
d ian d irectors I (4-1 & Ln-1> 

C t t . ' . . 10:J:l-l!l:l l Ohw Ri,Pr E<lo•on Co-ti Co. l•l fl',• . . 21.000.00 
on ras mg with the total mvest- I 11- 1-rn~:1 Pat>1 fl r we~tern Oil co. 15-yr. drh. o•,~ . 1211.000.00 
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m e n t portfolio of $38 000 000 was u. 1-J!l:lfl Phil hp• Petroleum Corl'. dt-h. S.F. 5 1,6.. 300.000.00 
th t t hi h ' ct' d -1- 1-l!l:l:{ !'a::-amorP lrnn l'o. partcn rn loan 6• . . a•! t .000.00 

a sec ion w c recor e p ur- l· 1-111:11.3~ CIPHlarnl r,ty For. & Ir Co.l•t Mt. o•,~ 40.00o.oo 
chases o f governm ent sec urities. 111- l·Hl'!l Allei,-hany B, -Produf'ls Ck. co. coll tr. Ii~ 5.~all.50 
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T his r egistered a total o f $12 000 000 Ill- 1-I W!J .\lle::-hany By-Pr Ck. Co. part. in note,tl. ::!.OU.40 
' ' O· 1-101" Brad,• WarnPr Coal Co. l•t S F . 'is. . .. 91 300 00 

-less than one - third of t h e t o tal. 3- 1-10:1i-H Con~oJ. Ir. & Stl. )Hr Co. tis .. . . . ....... 10·a:ooo:oo 
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:'lhhPr CollPrtP~ Co. l•t S. F . (;t.,~ . . . . . -1,000.00 
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:!• l•lfl:J:J. ta Cl!',·e. & Buffalo Tranm Co. 1>1 )!Ir. b\-2• 90 000.00 86.aa·! ;;o 
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:Sat11111al Crl'tl1 t Cor11. XotP• . . . ,;·! .. ';00.1111 :,·:.:,1111.1111 
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( ' ht• .. 411w:- ,1k, • & Ohio R.\-. ( o ◄ "otun~!~Par 
t ' h t ... •11•••.tht• « ·orp 1'01111non '"\ 1 l' 11 ........... . 
G " llf •t -.1~ C: ,l.., & 1':!1•1•, ( "Ol'JI "'-, ·rip. l't t' fu 

f,u· 1)1,· . Fat·f• , ~,tllle ,i,,.•~.a-!5.00 . .. • . . • . .. . 
f <•111n1l Puhlo,· 1·11111~ C-or1>. ('0111 . Y . C. Par. I 011 . . 
( •1 111·1t111at1. H .11111 l t1111 & J>;.1~·ton Corp . rom. No Par 
1:·t ... t fi tn t " tili11f'· ... lth, ... f Con•. Cla.,.11,t · •A'' Common ~o Pai­
~orth,.a-.1 Pr11 l ' tililw!'ori Cu. ('la~-.. • B'' Prp[. ~ o Par ... . 
T r i ( 0111in,·nt,1I f"rnp. ~o Pa r Co1111uo11 
l ' 111tf'tl L1::-ht & Po\\1•r f'o. ( ' 11ni. ('onr. J"'t 6', P [tL ..... 

.- \ mt n« ,dn ""h,Jlh1 1ldtn~ Co. ("0111111011 ~o l'ar • •...•.• • .. • 
f O r i=. ("0 ... 1 ,~4- fi•! I 

l'tty l,1• & } '11f'I ('11n111l n lin~ 0 1 ::', Pfcl . . .•..•.. . . . .... . ••. 
I h •n - lo111d Gr.1ph11P Bru111.f• I ·o . ~c1 P r ... .. . .. ... ... .. . 
l:litldr·n ( ' n . Prior Ptt•fflrt'lll'f' 7' ,. .•...••......•... 
.,1wr, & Rrnlh<'r - }'. t: . 1'01111111111 '\n 1',u- . . . . .. 
,,·,,,1111ni:- Pn<"nhon1a ... l"oi11 & t'okf' 1·11 , n,,. rum. Pr1t. . 
.\llr.:chany Jly-Prodn••t - l 'nk•· r n Pn-1 P tr :'-I 00 , 
,\ n11•rw,111 l'lr<' ('!av & Prrnl11<·1, Co, <"nil 
f'lr.rl:rnol 1·,1.,· J-'n.:i:-r. I,. l rn11 Io, '.!111I Prrf Par ~1110 . . . 
CJ,., rl=--nd City Fm·z~ &. Iron Cn ("01nmon ~ o P ar ... . . 
('IMd11111l H,ll'll\\ilN- l.. f'o,·"on.- ('n l"ap. $'.!IIUIJ Par .. ... . 
Glnh,-. )la,·h1nt- & ..:.1a.mp1m .. ;r,. Pfd . ..... .. .... . . .. . ... . 
ll ·ttTl"-• .... f' \·hohl•PnttPr ('n_ ; , Prtt ..••. .. ..... . . . .. •. . •.. 
H,•1t11,·k \I f-. t ·o . (on11uon ~o r>tt.r ........... ..... . .. .. . 
H111,lr & n.,11,·h PaJM r ('o. ti' Pl!I • .. .. ... , ......... • . 
lnlNl,11,,• ..; "" Co. < on1111nn ~n Par . , ....... . ... _ 
K:inawh:1 Jin, kinz f'o;,J & f 0okt• ('o. i 'i, Pht. •..•.• . • , •.• 
Kon-,,·h t ·o. ""' · f"l 1-..-. ··., f 'o111111on . • . . . . . . •• • •. .. • ... 
:-r• Klllllfl',\" "'• r f'f U o l1J111~ 4',, fi "'r Pfd. • 
'.\11111 -ll h i ~ ' · Luw llw. I 111 . '.\o P ,1t· 
~ nlion , I 'L, Jh• 1h !,• & , ,,., I f P•1111~ -- 1 o I ommon ~u J•ar 
~h t h 1:1, \I t~ tu. t ( i"'\ll11n 11 J t 0 111 110 p ,1 

O h • 11 B1 ht I • I u 1 111 11 011 '.'.\.~o I' u 
1'1 n l-.1\ t t t J,lf •I 11 11 .. :o 00 
"" 1U "-1 \I , k t , , ,u ur • o f q 11 t ~ P, 
l Jt ... II \\ I I U I 1111 lt II '11 pt 
\ 11 t. c , t I, r • I uqt to • t u u , 1J1, P . 1r t. P f tl 
\ l 1Hll I I u II t h Ill t ·t •llt I t lfll lll Oll .. , u I' 
\\ tu 1 1u tfl I{. U I H II ]I tru1t I (II I' C . 1p. ~I) J• I 
,, 1l•u11 11111 1 , l1 u ; l"tll 
\\ \\1mu1....- f•o,·~1honta.,. , ·oal A. ( okr- 1·0. Com. 1'o Par . •. 
r.1ia-<• Xat1onal Bank N. Y . ::,:?o UII Par ... , .. 
Clr·n·lan,J Blo!'k Co. Capital I :J 1·3' , 

Llltt11tlating Pymt. Re<'f'l\'Pd l.. . ................. .. , 
Pro1wrtiP, ('o. ThP ~nd Pre(. Par $100.00 

I Ong. Cost $JIIO I . • . .. .. . .. .. . .. .. . .......... ... , .. , 
Akn•, l 'olkman . Lawn>n<'P Co. ('ap. ( 10'· Pfd. I . . .... . 
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F 1•y re 1,918 
Cu11no11 si1iPih,' Ta~gaii. Sprini' & 
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,HIP l'Hrk " nnnr ("o... .. .. . . .... 3b,OOO 
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\ '. JI. \ \ 111 m•r ( 0.11 f n. . ....... . 111:J.LISII 
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Rent Due 

Other re~ourccs nol Included as 
assets are rents and account~ re­
e1vable from bulldmg tenants. The 
1st includes these firms a n d 
mounts due. with firms includmg 
director of the bank so indicated. 

1d ln le P ,111-r-

Mulll iran: ·· xell-Y0 00& Le! '.:,03:l 

Cit-,·,, Chlf• 11-on (d1r.l ......... . 
11,,, d 111,( .._,o..i .. F.x, ·h:rn~e .. ..... . 
('01111111· 11t·-1I ~h.1rt>o1, J11r., .. .. . , ... , 
t·unar,l "' S Luw ..... ... .. . 
t-:rn ... , & 1-:1 11-.t • • • ••••• •. •• . •• • • 
Fo.._ Dut 111,· & 1-'no,r ........ . .... . 
(;1·11"'r,1l .Eh•t·t, 11· ( 'o , •• .• •.. ..••.• 
1;1u1111Jn & ~-• \\1·0111, r 1t1ir t •• · .•• • I t~t• .,t J.,11, . .. To" !IIS. ~ •• • . • • • . . 
fi1iar.1111, ( u of ~,-" \ ork .. . .. .. . . . 
H tvd,-11 '1111 .. r ,· .. . ftll r , .. .. . . . .. . 
Jlol 1l111J' U1u11 1111 & l-"'Th1e .• ••.•••• 
Jl n r nh)o\\t' I l\:. \\

0 , •l' k-- •• ••..•••• 
l..,•1uh,1n & Ct• . ••hr. I .... , • ..• 
~I., ,I, 111 Tln1- l 'o .. , ..... . 
.\t •~·11,ml H )tu,, h & l"n . .. . ... . 
~11r 1 h \nu r 1,•HH 1 ual Cu .. . .... . . . . 
011 .. 'l•(•l l "u . . . . . 
Pu k;ind• \I 11h, r ~ f o fd1 r I 
R 1•11t1hl11 ,tn '.\ ·,nondl I 0111•1HII"' • 
..., .,u r .- '• 1111.-.,-.. & l), nu•-..r'.\ .. . ... . 
'hUl1>r, '-nHI h & f r1•·r .. . ... , 
Rn., ~, H11n~ar1an <"on,11IRle . . , . , 
I' F T~rl1n .. .. . .. . . .'. 
Tn"~- . Hoc. rtt & Omn 1,11, l . 10: 01\11 
W H Warne, & Co (dtr I . . ;;,;.;1 
l\'h11<> & Br~wPr ~.-10 L 
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a firm m~ r . 

1 '!70 
:!.0110 

R 

f!I 
2.5flU 

;w.fi!l- 11111 
:ill 

:!.lO 
]fl 

3;!HS 
:J 

1 :?II 
J ,01111 

5011 

ilbarcs 

~J .01111 
8 - 1 l'i 
,;. l-ti:1 

8· 1 6'! 

R- 1. 1.; 
•_?. J .,"HI 
,. I HO 

111- 1-111 
,;.a11. 1.-. 

1-,'\8 
II• 1-.">li 

1--li 
fl• 1-·l'i 
ll- 1-li:i 
6- 1 .,;1, 

10. 1-:rn 
l• 1-68 

l I · 1, 1 :I 
;i. 1,.:1;, 
h· I•,)'! 

111-1 :\-.\'.! 
1- 1 .. ;;i 

6- l .:;'.! 

'? - 1- l!l 
8· l •-l7 

'! , .;;;i 
fj. 1;; .. -; :1 

l '!- l 1,> 

1- 1 ;;;i 

l J • 1-'! l 
... 1- 1 :1 
fi-18-1!1 
II- 1 .. ;;1 

10- I .. ;; 
JI). ] .. ;; 

10- 1-:\7 
4-:l0-111 
6-30 ;;7 
ll-;Jll-111 
] . 1-111 
~. 1-ri l 
;i. 1-,jlJ 

AmPl'i, an 1i--ou11d<'r" rori> f"omnHm Xn Par . .... , ..... . 
A nirrH·a n l'c1111uh·r~ \'on• . ( '11 m 11 la 11 ,.,. f-i' r l -..t J'rpf. 

1 l'.ir .... -,n 1101 !-•·r D . ............... . . .. .. ... . . ... . 
Rul,11111011 ~\,:-o .. 1. 11 r-~ • • • • ••••••. • •• , • • . • ...•.• • • _ 
C';1 p11 ;t l }:nclnwm1·nC f 'o f 'wnmnn ~o Par . • • . . 
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l'SECRET TRUST' IN 
GUARDIAN PROBED 

Falkenstein Tells of Setup 
to Handle Securi ties 
That "Went Sour." 

Ill' PAl'L L. F;IN , TEIN'. 
What investigators describ cl as a 

"secret t1·ust' ' set up inside the 
Guardian Trust Co. without the 
knowledge of more than three 01 

four of its officers and directors wa~ 
brought to light by the Rpecial State 
Senate comm i t t e investigating 
banking practices yesterday. 

Records of its operation had been 
placed in the hands o! Senator L . L . 
Marshall, chairman o( the committee, 
and Senators Marvin C. Harrison ann 
John P. Bower. Rushsylvania, only 
members of the committee present at 
the final Cleveland session Saturday. 
Today the committee will transfer 
its activities to Toledo. 

E. J. FalkenstPin, chief investi· 
gator and auditor for the Senate in­
quiry, submitted evidence ~n the , 
"secret trust" in support o! h1s con- 1 

tention that the state banking de­
partment should institute detaileli 
inspections of all trust banking 
operations. 

This followed l!tatements to the 
committee Saturday in which Falk-

nstein reported that two w ka ago, 
while h was working in the Guard­
ian an employe or the state depart­
me~ t had come to him and reported 
that he had been shifted off the in­
vestigation of the "seer t trust"-

pcclal Trust 1092- "be<'auRe he was 
getting too close to aome private 
affairs." 

Uepo ltory for ·writ -Off 
R cords of S . T. 1092 ~how that it 

was originally l'ltablishe!l as re-
pository for assels written off. 

Starting e rly in 1931, Falkenstein 
pointed out, the bank b gan paying 
3 000 a month into S. T. 1092 from 

tr~at department earning• which 
should prop rly have a cru d to th 
bank as a. whole. This policy was 
continu d through F bruary, 1933. 

Proc eds from this and other 
sourc s accruing to S. T. 1092 w re 
devot d to th purchas of fl curltle• 
which had "gone sour" from privat 
trusts in which they w re held, 
Falken11t In ■aid. 

In March of 1931, he reported $125.-
000 was diverted from a. "res r"c 
for depr elation" a('count in the bank 
proper to th S T. 1092, to provide 
funds for the repurchnR of an en­
tire issue ol 6% per <' nt . Ieas<'hold 
bonds on the CentPr-Woodland Real­
ty Co. (E. 55th-Woodland property) 
which had "gone sour." 

"There were only three or four 
persons in the bank who knew about 
S. T. 1092," Falkenstein said. 

" plit Comml slon . . " 
Alleged improper incom coll .cted 

by the special trust was in part de­
rived from "split" commis ions from 
loans negotiated by a real estate and 
loan broker and ". erviced" by him 
after they had been placed with va­
rious life insurance companies. 

Under an agret'ment which he had 
at the bank, it malle a practice of 
referring to him all real state loan 
applications which the bl\.nk could 
not arrange to tak . Ile would then 
contact life insurance company rep­
resentatives in fforts to place such 
loans and, if successful, would re­
ceive a commission from the bor­
rower. 

An agr em1>nt provided that the 
broker was to pay into the bank 60 
p r cent. of his commission, which 
was r gularly deposited in S . T. 1092. 
In addition, he was obliged to dt"posit 
hal of his 40 p r cent. share of the . 
commission in the bank, to be kept 
on depos it in S. T. 1092 lo m ke good 
any losses on loans which he had 
negotiated. A total of 7,762 wa.s 
forfeited for this purpos betw en 
1927 and 1932. 

In the cas of a 200,000 loe.n n go­
tiated by the broker for H. P. McIn­
tosh, sr., chairman or the Guardian 
board of dir ctor , on tho Heather 
Building, Euclid Avenue at E. 102d 
Street, the bank's share of th com­
mission, $1,200, was refunded to Mc­
Intosh, record• indicated. 

Photo tatic copies of an entry tick­
et in S. T. 1092, and bearing th 
o. k. o! ''J. A. H .-Pres." (J. Arthur 
House, pr sldent) show d this refund 
under date of Nov. 19, 1931. 

Corr pondence betw Pn H . C. Rob­
inson, aenlor vie pr sid nt of th 
Gua.rdia.n, nd Ruperint ncl nt of 
Banks, Ira J. Fulton and Fulton's 
predecessor, 0. C. Gray, show d that 
the bank on Nov. 29, 1930, was or­
d red to dlacontinu its practice of 
making advancu to life insurance 
companies in anticipation of collec­
tion• of Int rest and principal on 
mortgages which it had old to th 
insurance compani s but contln11 •d 
to adminiater as ag nt. The practir. 
was resumP.d within a. y ar a.Ct .r H111 
di. continua.nee w ord r d a.nd ad­
herence to the r gula.tion promised 
by Robinson, Falkenstein r pod d. 
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'eANKS, PRoeERs i 
STUDY EFFECTS 
OF REVELATIONS 

Federal and State Investiga­
tors Seek to Find Out What 

Next Action Should Be 

Fedetal and state investigators, 
busy here probing the Union and 
Guardian Trust Co. affairs for pos­
sible violations of the Ohio and 
United States criminal statutes, to­
day had some startling revelations 
brought out by the State Senate 
Bank Committee last week into 
which they may sink their teeth. 

One of these was the disclosure, 
through correspondence submit­
ted in evidence, that the Guar­
dian Trust Co. solicited special 
deposits over statement periods in 
order to make the bank's cash po­
sition look stronger. 

Another was that the same 
bank, for the admitted purpose 
of deluding the Federal Reserve 
Bank in its requirements for cash 
reserve against demand deposits, 
solicited shielding of demand de­
posits as time accounts. 

A third was that the United 
States mails were used in both 
these alleged transactions. 

Another was that President J. 
Arthur House, of the Guardian, 
was quoted in correspondence as 
offering to arrange "stock losses" 
in transfer of bank stock in order 
for persons so favored to escape 
part of the income taxation 
which would have been their due. 
Whether the federal agents work-

ing here in two groups were inter- , 
ested in following up these dis­
closures was not known. It was 
noticed, however, that some of the 

federal o~ervers at tho hearings 
were makmg notations of the dates 
and authors and recipients of the I 
letters introduced into the testi­
mony. 
. Working here now on the banking 

situation are two divisions of fed­
eral men-Department of Justice 
agents working directly and solely 
on possible violation of criminal fed­
eral statutes, and field men working 
under Ferdinand Pecora, special 

counsel for the u. s. senate com­
mittee on banking and currency. 
The latter group is interested pri­
marily in banking conditions which 
!llay be used in correcting or enlarg­
m~ the scope of present bank legis­
lation. 

It has been unofficially indicated 
federal grand jury hearings will be 
held within the month, and that in 
event of indictments, trials wm en­
sue not later than Christmas. 

Com P 1 et in g its investigations 
Saturday of Cleveland banks, the 

state Senate committee sent its 
investigator, Edward J. Falkenstein, 
to Toledo to prepare the field work 
for a hearing there beginning next 
Friday . 

In the one-day session that ex­
plored the secret records of the 
Union and Guardian .Trust compan­
ies, the committee put into its rec­
ord many sensational bits of testi­
mony concerning the two banks. 
Among these were: 

THAT the State Banking De­
partment had complained of il­
legalities in the business of the 
Union Trust Bank. 

THAT Union loans to the Van 
Sweringens exceeded the bank's 
statutory limit. 

THAT the bank accepted its 
own stock as collateral on loans, 
and that on two occasions, a 
number of directors had impaired 
their stock. 

THAT the Union had invested 
illegally in stock of the Alleghany 
Corporation. 

THAT Joseph R. Nutt, former 
chairman of the Union, received 
a. check for $130,000 for "broker­
age" in the Corrigan-McKinney 
Steel Co. deal, but did not turn 
it over to the bank for seven 
months. 

THAT at least $16,000,000 of 
the loans in the bank should 
have been written off and that 
$12,000,000 additional were 

"doubtful." 
THAT the Union's credit file 

on the Van Sweringen brothers 
indicated that in March, 1932, 
the net worth of "O. P. and M. 
J," was $2,126,726 "in the red." 

THAT in a statement to 
Liquidator Oscar L. Cox, the 
Van Sweringens . gave their net 
worth as of June 30, 1933 as 
$18,649,362. 

THAT J. R. Nutt had asked 
J. P. Morgan Co. to take over a 

3,387 000 loan of Cleveland 
Cliffs at the bank, with the un­
derstanding that Mr. Nutt would 
get the R. F. C. to take over the 
loan in turn. 

, 
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.JAY IGL.AU~R 

1228 EUCLIC AVENUE 

CLE!:VELANC, OHIO 

November 13, 1955 

Rabbi A.H. Sil ver 
The Temple 
East 105 & Ansel Rd. 
Cleveland, Ohio 

iy dear Rabbi: 

Needless o say I was ve-ry much impressed 
with your address of Sunday morning, November 10 h , 
and if i is in printed fonn I should lik _ o 
urcha ea half doz n copies - I may need mor. 

I noticed that you called a .ention o 
he tax delinquency, which in ead of being $700,000 

really is $5,500,000 up to this year and is increas­
ing at the rate of $890,000 each half year. 

I sincerely hope that mor of the 
spiritual leaders will emphasize and re-emphasize 
that wha . we need, bo Jh in business and in politics, 
is chs.racter. 

With kindest personal regards, I am, 

IJ 



W - J'( - 8 
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Mc Keehan, M.crrick, Arter & Stewart 
HOMER H M c. KEEHAN 
WALTER C . MERRICK 

CHARLES K ARTER 

AND 

WILLIAM B . STEWART 
GEORGE WILLIAM COTTRELL 

CLINTON M HORN George WJliam Cottrell 
LEROY B DAVENPORT 
CHARLES FOLLETT 

NEIL P BEALL TERMINAL TOWER 
WALKER H NYE 
L EWARD C WYKOF F" 

ASHLEv M VANDUZER CLEVELANC 
CARL A SCHIPF"ER November 14 , 193 . • FRED .J PERK I NS 

BLAKE WOMER 
M c: ALI S TER MAR S HAL L 
P ETER REED 
GEORGE P BICKFORD 
.JOHN L Y APLE 
K I NGSLEY A TAFT 

THOMAS V . KOYKKA 
SHELDON S REYNOLDS 

Rabbi _b H. Silver , 
10~11 L·ke Shore ou_ev·rd , 
Cleveland , Ohio . 

1 y de' r .. ab11i Silver : 

.:y acqullint nceship with you over a lone; p riod of . ea s 
•J.nd admiration for rou is th, perJ.1::i.s sion I t --e to myself to send you 
this letter . Your sermon of Sund .y offended no deeply . 

O. • .md l • J . Van S-vrnrinGen h· ve b een my person 11 friends 
since they c· .e to Clev eland . I hq_ve rep 4 es 1ted them in r;reat 1 an.r 
mn.t-cers of all sorts . I h· ve yet to 1.nov,r either on of then to tte 1pt to 
pull "fast o 1e II or to <lo , ny unr:ind act . • hether o not they • re religio s 
men , I do not k .. '11.o , out I do kno•1 th· t if me1.1bers of my f•iith !l!ld rier;bcrs 
of , ollr faith wonld lead s good livc.s , rson· lly and in business , as do 
O. P . • nd .. . lJ . an S-we in en the 'O ld ould be an infini 'tely ttor 1 ce 
to live in L nit is • 

... thu louse I h·ve known for· r;rcat m·ny ye rs ·nd I think 
if ou follow up the tr il of the ood 1.,h·1t he h· s dono for others ou would 
never have • tt· c 1 hi11 us ou did Sund .,, ,1 • 

You use tho first p rt of the "Good ook:", uy -<•, ith uses all of it , 
but I r.1 su e th·.1.t in either art of' it there is enough te· .. cln w of ch· rity to 
others that 1•td you. thought it tr roubh in ·:1.dv !lee yo:J.. 1ot.ltl L· vc soi~cned o r 
speech as q t0ted in tl e n wsp· pcrs . 

If uny on in the city should be bitter tow rd u-thur House it is 
myself . I VI' s i duced to go on the Bo• tl by w r . House durin the l· st ye A.r, 
• nd only the lust ye r of the bt n ~s existence . 1.ccor<.ling to the nowspa ers 
and the invest1r· tors the l, nk v1 s broke bei ore I went on the oe.rd . spite 
ul 1. this I ar1 pointing no :1.'inger of ac us· tio11 at J r . Hou, •, nor do I feel 
resentful tovra d him. Perh· ps that is beca.us0 as • youth I listened for . ears 



R )bi ba L . Silver , 
. ov1_nber 1,1- , 1933 . 

- 2-

to an old Scotch preacher who used so o ten to say "Could you do ·ny 
better vurscl . 11 

" 

Of cou se , I think the function of the pul it is to s•v. 
souls , pror•1ote kindliness and charity one to another nd m•ike the 101·ld 
a better pl· ce to live in . 1.s • n unwelcome ·nd truly volunt ry c i.ic 
I c nnot think th· t vour Sund·ty se ... ~1on did t ny of tl ese things . In f :1.ct 
fro n the s c.or.m of criticism I heard on the street it did not even e:ntert in . 

You , 8f cou se , re~lize that 
narticul rlv , .. en he is .ot ,resent , to 
ag inst hir1 . The power of the ul it ntl 
and the in·tbili ty of the nerson atta ked 
both the pul it • nd press s·1oultl be very 
they h've unfairly . 

it is i 1possib le for n 1 yn·:tn , 
nswer the it ibe of a pulnit 0 er 
the power of the nress ·re so rr t 
to answer so p· tent , "hat I t} • 1 

c· reful not to use· 1 e terrific 10· pon 

I ·10:nder if you thought out in • dv· c what the effect of your 
se: on would be on the inc1s or people who • • 11 sit on the ,juries th· t vill 
t questions of pro pc1·t:;t • nd .ue..,tion of er on· 1 freedom of so1 c of these 

en before this thing is thou h . If this continuc<l ex parte publicity 
and opinion continue much loner I c·nnot see how y one connected with th 
bank, or Tr oevcr dealt ui th the b· nk ·rill st nd • ver f ir ch· nee before 
tle uv'r:.1 e jury in (;Jevel nd . 

There r enough truly public enemies in Cleveland , :.nd in 11 the 
citi s thro hout then t·on, to be ·tt c ed th·t l c 1 ot sec then cessit 
fo th pul 1 t • tt· ek ing entlemen wl10 Here be iev d in by , en like J . P . 

o g~n , Ni >l t l orro 1 nd r'r· k ... rentiss , an m n.r , ,1· ny o he friends of 
nine • hos ,judr; 1cnt • s to men is , l t .ink, better th n yours o .. 1 ine and , hose 
jul,~r.~nt • s to business ·ff·tlrs is fr s erio to either ou"3 of mi e . 

lease do not f el it is n~cess ry to ns1er this letter tt • 1 . 
I h· ve no do 1 t th t ,1ou l ve h• d m·:!.ny letters . lease lmo r , ho,rnv r , th· t 
wh t I so.y is s· le vith d pest sincerit and rithout r· ncor . hose of us rho 

re ,y ten pe ment' nd by p· r nt 1 g id· nee so con. ti tut d ·is to f el .1.hai; ' 
frienc :ls .... . 1ys entitled to n o t o 1 is 'ri end s o wh· t n . ·, just 
h ve to s e· o ,.t i m t • g . 

Co )Y to 
ees • s . . . 
an &'1rerin6 n • nd 
r . -1. t ur lou s e 

'inc erely you s , 

1 ---,- r 

~ l~ 
• 

l 
- / -I 

l__..,~ , 



ERNEST P. LENIHAN 

1900 UNION TRUST BU I LD I N G 
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(COPY) 

Rabti A. H. Silver 
c/o East 105th Street Temple 
Ansel Road & East 105th St. 
Cleveland, Ohio 

Dear Rabbi Silver: 

November 14, 1933. 

I can not 1•efrain from expressing ray a precia-
tion of your admirable address of Sund~ morning. It mu.st be 
gratifying to yau. to know the general commendation with which 
it was received. Your review of the ba.nld.nr, situation was a 
statement of racts given forcefull.7 a.nd eloquently and I hope 
it JDS¥ induce sane 01 our other leaders to fo low your gu.id­
ance in c:.I1 ei 'ort to prevent a recurrence of the debacle we 
have witnessed. Also I b~lieve that those iinancial bandits 
who considsred the depositors• and stockholders • funds o.s a 
private hoard oi gold for the p~rsonal and almos t exclusive 
use and benefit of themselves and their associr.tes, should 
be properly punished ior the misery and .hardships they have 
inflicted upon hundred.a of t~ou.sa.nd.s o:t' our good citizens 
a.s ell e.s a , holesome deterrent to othe Aa,s o their stripe. 

As you are >robably awa. e, el orts are now 
beine ma.de by certain • nt6 ~sts to hush up arJ.d co.adone their 
actions on, in 1!l.Y opinion, the faloe a.s 1rumpt.ton that further 
publicity will be harmi'ul rather than bC:neficial to the in­
terests of Clevaand. Probably t e tru.tll is rather that the7 
desire to conceal si tWltions m1ch l1D.ve not yet b en disclosed. 

V rJ truly yours, 

E P T. •, 'TTJrt. l , 
• • . .... .ui.i. 

EPL.C 





CABLE ADDRESS " LINCOY" CLEVEL.AND 
CODE A .B . C . 5:':' EDITION 

Rabbi Abba Hillel Silver, 
The Temple, 
Cleveland, Ohio 

Dear llr. Silver:-

Tlhe Undner ~ 
____ o-r- //· . ((Y _/ -- ~ / 

c CL/-rdh1t7)l(Y Pr// u J¼ocP ~aJ~~/ 

Euc~~d Sque,e ~tfd Awma et M 

rr-'¼,/r~n-r( 

November 16, 1953 

! am afraid I disturbed at least one of your re­
gulations last Sundey. 

On account of the inclement weather, I did not 
arrive from the countr,y at the Temple until 11:101 and found the doors 
closed. As l had come twenty miles to hear you talk, I so urgentll' 
pleaded my case with two of the staff of the Temple that they finally 
led me to the galle17 where I heard almost all of your excellent 
presentation. 

I thought your lecture distinctive for its 
clear, concise statement of facts, for its picture of the occurrences 
related. 

It was also, so far as I know, the first pre­
sentation of the subject, where people were called by their names, 
and not hidden behind euphEmlisms. It seemed to me a fine example 
of moral courage, all too rare in these pussyfooting da;ys. 

May I s,q that the one SUigestion that has oc­
curred to me, has been that we, your auditors, have not been free 
from guilt 1n worshipping the Golden Calf, and have a responsibility 
in legislation and in individual action, if we wish to prevent such 
occurrences in the future. 

With genuine Ngard, I am 

Sincerely yours, ~ .Ji 
0,,, ~ a ,t_,, ,.-,1 

P.S. I am enclosing JIGT subscription of $100 to the Anti-Nazi cause, and 
am enclosing the first quarter]Jr check for $25.00. 
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Lion Knitting Mills Company 

Sweaters and Fancy Knit Goods 
CLEVELAND, OHIO 

November 18, 1933 

Rabbi Abba H. Silver. 
Tempie. Ansel Rd. Corner E. 105th St., 
Cleveland, Ohio. 

Oear Rabbi: -

I want to tell you how much I enJoyed reading your 
sermon of last Sunday. 

Ir that sermon had beenaelivered five or six years 
ago it undoubtecD.y would have done much to relieve 
the misery of thousands of families and would have 
been of great service to the citizens o! Cleveland. 

Very truly yours, 

L. H. Ensten LHE:HB 
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PAINTS., VARNISHES ENAMELS .. LACQUERS 

TH E A RC 0 COMPANY 
7301 BESSEMER AVENUE 

CLEVE L fl ND. 0. 
November 20, 1933 

Babbi A.H. Silver 
The Temple 
Cleveland, Ohio 

Dear Rabbis 

I regret to say that on account of the Conm\.Ulity Fund 
meetings this week I will not be able to attend the luncheon tendered 
for Dr. Johnson on the 22nd. 

I attended aervioei a week ago last Sunday and know that 
you will be interested in having my reaction to the subject of your lecture 
on the catastrophe that has befallen Cleveland as a consequence of the 
banking failures and the Van Sweringen developments. The lecture was not 
a revelation by any means as the subject has been very well aired 1n our 
daily papers. While you made a reservation with reference to some of 
Cleveland's banker•• admitting that they wre not all subject to severe 
criticism. I think you should have made a similar statement with regard to 
the activities of the Van Sweringena. In justice to them, it certainly 
can be said that some of their developments, particularly the Union Term­
inal and the beautiful residential district established in the East end, 
are a credit to the community. Besides a great deal of employment was 
afforded to many people who would otherwise have been out of work. My-
own opinion ia that their developments have been much more desirable than 
those being cont•plated by the present Administration. 

No reference was made to the racketeering, considerable ot 
which la due to some of our own people, and the ra.iding of our County Treas­
ury, both of which contribute to the financial blight of our city. I 
honestly belieTe that much more good could be accomplished by the inaugura­
tion of a movement to expose the graft and corruption and the reckless 
expenditure of public tunda. and I think this is the proper time to initiate 
it because people haTe finally come to realize that it 1• not only the tax­
payers but the general public as well who are paying the piper. The banking 
debacle ia water over the dam. 

I know, dear Rabbi, that you will take this letter in the a 
of con1t~uctiTe critioiam in whioh it waa written. Wit~ kindest r ar • 

SDW.T 
Foctories,-CLEVELAND • LOS ANGELES • TORONTO 

Branches in All Principal Cities 
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