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,. 

Q 

A- 

Q --wh.at- is. -~o:ur• •home; -addze as I sir? 
.· "f ,._ ' •_' ;: ,.' · ,-- 1 ..,;- ; ';_'_'. i ~i f . 

. A My home addxesa is Great Bay'nrive, · G.reenJ.and, New 

Q 

Q 

Q 

Dire'ct Examination by Mr.· Collins 

~ill yo~ s:ate. yoµr f?-11 name, please? 

My name, ii cL: Stahley.Gowan: 

Hampshire. 

By ~horn.are you employed? 

A It covers the whole state of New Hampshire. 
. . 

o' Where are the home offices of tfe Home Gas Company?. 

A __ The home office is in Gre;;i.t Barrington, Massac_husett_s · 

Q What offices do. you have or places of business do you 

have in the State .of. New Hampshire?· 

we have five plants plus a satellite plant,· one iri A 

Q 

A 

Q 

I am employed by the. Home Gas Corpora_tion. 

. J;n, what capacity are you employed by· the. Home. Gas 

corporation?. 

-District Manager of New :Hampshire. 

What does that district cover? 

Po:ttsmou th, one in Epping , one .Ln Nashua, one in . 
Goffstown and one. in Tilton,, and a sat;elHt~ plant in 

Meredith. 

All in the State of New Hampshire? 

All in the Sts1_te of New Hampshire. 

bo you have any other particular office among those? 
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· A In Goffstown is mostly a headquarters. although I 

operate out of my home_mostly. 

Cl 

· Gas C9Jl)pany is>e.ngag~d?, .- 
•. '· • ,.. .. , .. · : .1 ~· . __ ,' 1 1,,-~;· 

A 'we• are ·wholesall'l.rs of 1>ropane bottled gas. we, 

i. ", 

Cl 

A 

Cl 

A 

Cl 

A 

Cl 

Cl 

A 

Q 

Would you tel,l the court in what business the Home 
. ' ' 

.,thr,ough. di,~trib,u~orfl ,.,supply consumers throughout the: 
. ti .:.~ .·- - :'. .,: _.• ... -..»-: :- : .... · .. 

ai:ea. .,.·,'>• 

-:HQW mai?,y'~u!i~l;'s'do you have in .the State of New 
H' 0 , ... , ', 0 ''t ,< •, 

l;Iampshire for y9_ur product, if.you know? 

we 1.1, I don't know because we are whc;,lesa le:rs ;; 

D.istributors, we have about 2.5, I wo_uld say. 

customers, I don't know. Several thousand • 

.The Home Gas company distributes it to retailers? 

To retailers. 

Who 'in turn distribute it to the ultimate cons_umer? 

-Consumer_. 

So - that ultimate consumers consist· of- both hom_e 

owaeza 'and indust:r;y. or is it mostly one or. the -other 

sc , It is both. · 

Which of your plants are situated on the-',Liricoln 

·branch, so-ca.lled, of the Boston & Maine R;:tilrc::,ad? 

Tilton wo_uld be the one affected. 

An¢! did' you say that you had a satellite plant in 

Meredith? 

Yes. 
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Q What do you mean by s.ateUite plant'? 

Q 
/ 

A' 

A £;Jatellite plant is a plant where we ,have adclitional 

storage .. but we do not .have it manned by employt;leS. 

It is just additional sto:i:age to make it easier :for· 

distributors in the are1;1. 

Jfow doe s the ;;ias arrive }1t t;he, Me:i;edith satellite, 
~ - . ' ~-' 
s o-:ca,11p.? , ·' .. --., ,c ,. ,., ,t{~,>•· ,. .. ' : J. i 'C' 

'vti t:ake it' ov~f: by·•trtinJp"i:,rt t:i;ucik t:roni o~r ,'l'iiton · 

,. · ,Plant,,-.. . i 
t·'--~ ,.:.,,_ .... ~,··:,· i~J..~ ~- 

Q '.How does it'get fo'T'i!1ton? 

A .. , R~(l , 13 & )1: ;:· S . 
Q 

A 

where does it come from? 

Many places. We would have -~- we have no wa.y of 

t.elling. we have several supplie~s and these 

: suppliers ax:-e on yearly contracts, they can send gas 

· to .us from many plants that they in turn have, so we 

don It even know ~urs-el-efes where the g.as. is coming 

Q 

A 

frpm. 

I can' $ive you this much information on tha 
We have moat of it,. c;;oming from _,.;_ some of it,-- 

Selkirk, New. York, Philadelphia., Newark, .Ho1rtf0rd 

Mills,· I gueEJs in N'ew York,.· too. 
·How much o:f it comes .from Selkirk, or can you tell? 

I can't tell because it will.vary fr-om month. to 

month. 
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Q How many carlQads a year do you receive .in Tilton, 

which would cover both Tilton and your Meredith 

satellite plant? 

our last fiscal year, which ended last April, there 

was 65 cars that·went into Tilton. 

- This year,_ with· another _ month and a half 

to go, it looks like about: a 10 percent growth, so _ 

we figure about 72 cars this .year, but that of course 

.,the year is not over. 

·'Q ',,How d'o;,s•"that ~ompar~ -!-:;.; how did your last c;;O_niplete 
' \ ' 

Q. 

.A 

Q 

A 

fiscal year compare to the year prior to tha-t;? 

·,Ttre~ are pi'et.ty stagnant, 10 percent growth, and ther 

hli\:s been for the last five years. 

• Do you anticipate . a further growth in your business 
at Tilton and Meredith? 

- Yelil, I do. 

Do you have that number of cars .translated into 

·dollars? Do you know how much you have piid to the . . . . 

Boston' & Maine'. Railro~d in your ll:I.St :flscs'.i' y~ai-?. 
. ' ' 
. . 

That, too , is a hard question to answer·. when we 

buy this gas, we buy· 1t freight prepaid'. we are 

. billed back on that. · 

It costs us somewhere between $900 and 

$1,100 for each_ car _ that We get. How much --- 

depending upon where it comes· from, and it would be 
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Q 

,A 

Q 

A 

Q 

A 

almost impossible for us to bre1;tk down the figures 
are 

on how much/l3 & M and how much are other rails 

charges. Some of it even comes from Canada .• 

. Do you know how much you have paid in freigh;t bills 

during the fiscal year·? 

I don't have th·osi, fi9urel!I with me-. 

Have yeu had 1;1 ·per ca~ average'; 

$900 to $1,100. 

Tell nil! which other of your pla.-its .in .New 

Ha!IIPshire are situated on Boston & Main.e Railroad 

· •sidings; 

,All of them except the s:atellite plant. 

f would liR.e, to add we 

;.;_ -/' .· 

our first pl1:1nt 

I 'thiJik was built about 17 years ago and we have 

l~~ed- fol land on i'ailroad sidings and paid premiums 

£0:r; it to have the rail sidin9s. · 
. . ' ~ • • • ' . f r_· . . . 

Q why would you- do' that? , ' 

A Well,. becaus.e. of the savi#gi;i in o.ur operati,o:rh : • 

A ball park f,i.gure is a:bout $40,00Q 'it. woul 

cost us ildditional anriuallt if thiEt Tilto:r( plant haa 

Q 

. . . . ·. 
to be handled by tran11po:,::t_ truck. 

That is your Tilton pl.ant c!!lone, tog.ether with the 

Meredith satellite? 

A 

.Q 

Yes. 

Would you explain how you arrived at that fi~ure of 



• 2 

3 

4 

• 

6 

7 

8 

9 

10 

11. 

12 

13 

14 

15 

16 

• 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4-7 

A 

$40,000, that approximation? 

Yes. Firstly, we would have to .find someplace to 

unload these cars. 

Q 

Again, we have this plant in Gof:fs~own, 

and that would be ona spur line, too. 

I_ think perhaps our thinki!l9 would be that 

. we would move. additional ~torage and perhaps five or 

six or more.30,000 gallon storage tanks into our - 
. . 

Portsmouth pl~nt •. · From there we would have it• 

trucked with our trµcks to these various plants. 

Now, a transport truck would take somewhere 

a.round 800 to 8,400 gallons, the ones we had would. 

. So we are talking about four transport loads for one 

rail ca,r, which is about 30 gallons, one rail car. 

Your figures ;:rre about one dollar a mile 
,i . ,· j '. >· .... , -~ ,-1 . 

' 'to~ 'opera,te .,.th~~e transj>Qrts. 

From Tilton to Portsmouth, it woµld be 
-. _.;: .,.\ ·• ;. t .• ' 

'· ·· .. -.•• ,, • ' l ·. ·, . . 
·.alfou.t b~ _inil,ejs; · r,fo ..;e would 'have twice that·,; or 

.. ~-. . , .. :' I'" ,_:•.•<I. . I. 

$.136 and. a,Httle better than 300 :trips that we would 
• . -·. ·.1 '' . . ..• ·• ·. '' . ' . . 

have to.make ~n ihe basis of what we figure we are 
going to hav~ tank car~- in there for, and. the figures 

are up very close to $40, ooo •. 

That.is how we arrive at that. 

Do you know'what your gross reveflues derived from 

the business you do out of Tilton and Meredith amount 
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A 

Q 

A 

Q 

A 

to in the course of a fiscal year? 

I didn't bring those figures with me. 

Do you have ari approximation? 

The best figure I can give you would •be we run 

better than · -t-.:. with the two plants --- better than · 

. a million gaI;lons, so -::-.;.- does that give. you what yo~ 

want? 

Not until you convert it into dollars,· 

I would say that our average price might be in the 

neighborhood of 36 cir 37 cents per gallon, a.nd it wou d 

·$70,000 gross business. Is that the figure? I don't 

know. 

0 one million gallons at 26 cents a gallon? 

A. Yes. 260,000. 

Q 

-A· 

Q 

,t 

.~ . 
·. 'Profit is; ~·lven .that g;i/oss . . ... . . .,, . ..,, r·."f / ,•· 
'f9ca_,i~~.// ,) 1;_0• /'~, 

A 

A 

Q 

.It would be roughly your gross at that location? 

Are you in a position to state what your.margin of 

I wouldn't have · those figures.' 

., tpa Boston.~ Maine. Railroa:d? -,·.+·· .· 
All of them; I guess. 

Portsmouth is 

attributaple to that 

Portsmouth is a very short way off the main line tha 
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goes up into Maine. However, I understand in talking 

to people in the area that that little· short ):>ranch 
, . 

is very busy. They do a great deal of business there 

Therefore they feel that that li.ne will be kept,. 

along with the inain line. 

. our Gqftstown·-.plant is on a s.pur that goes 

from the M.l!lnch.es ter yards iP,to Goffs·t~.n and. it e.nds 

. our. Nashua pl'ant ·. is on . a: line that goes 

from Ayer:, Massachusetts ~to Hollis. Actually. 

that is where the pbnt is, Hollis. Depo.t they call - 

. it, so that is on a branch line. 

Epping is scheduled for a petition, the_. · 

next one in line • • 

Q • What :branch is that on Epping,?_· 

A Ep!.'ing, we call it the Newfields bz-anch , I believe:, , 

_lt gqes from Manchest~1:• across to Fremont and ~oward, 

Newmarket, 
. ' ' 

-Uave yoi,l made aI>,y effort t;o determille what it would 
·cost y~urcompany~~u~lly tp:cbnvert totally to 

. /. . ' .... ' J 
. , _--.• motor ,c~-;1r,r,iet ~:l;'.ansf<>

0
r:t'7tion? 

.. . . , _, ., •• l · :· · _ l ·:·- _ - ._l · ·t 
·• A well/ yeEt •. rwe .are ;thin'king of this all the time. 

Q 

The c~cist is _fantastic because, first of all 

we would :6e''·ta~ed;w,itb.,,-,the problem of buying a fleet 
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Q 

A 

Q 

A 

Q 

A 

Q 

A 

secondly, we are going to have to have a 

field of tanks somewhere. Where this is going to be, 

we ·don't know yet. Again we are thinking of · 

Portsmouth because that seems to be the nearest to· 

· a main line that would perhaps stay in operation. 

When you say fantastic, do you have any idea what 

that means in .dollars.? 

Well, you t~ke the Tilt.on plant times five, we are 

getting somewhere in the area, It would cost --- 

l would say maybe a more realistic fi!Jure would be 

times four, because if we could keep that Por.tsmouth 

plant and use that as our base for trucking, it 

would eliminate the additional cost there, but I 

would say that somewheres around $160,000 wouldn't 

· be t.oo far out of line. That is an estimate; 

.Do you have anything to do with the pricing of your 

product? •. 

To our dist:t'.ibutors·? 

Yes.· 

· oh, yes. 

would you·anticipateyou would increase the price of 

your product to your distributors in the event that · 

you had to incur additiof\al transportation, ,, 

·substantial ~dd±tionai). transportation costs? . ~ _,, . . ' - -' .. ~. . 
. . . • .j" - ' 

Well.: :i. would s'ay th.;_t wciuld be the inevitable result 
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Q 

, we. would. ti.a~·1:o· increase the cost to our 

distributors and they in turn to the consumers. I 

couldn't see any other way out. 

_Do you have any knowledge as to what the profit or 

loss to your corporation was during the past fiscal 
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year? 

A I don't have tjiose figures with me. 

0 . . Po you have any knowiedge as to whether there was a 

profit or a lo1:1s? 

A 

A 

Q 

·It was a profit.but I don't know what it was. 

.Thank you. 

. . 

MR •. COLLINS: I have no further questions. 

cross Examination by Mr. Weinberg 

__ Mr. Mc Gowan, I am the attozney for. the Boston & 

Maine Corporation. Do I take it from ,the last few 

questiqns directed to you by Mr. Coll_ins that, the 

ultimate effect on. your corp~ration in having: to go 
. - . 

to a combinat_ion: of truck arid rail•. transpor.tation · to 

Tilton would not endanger your competitive position? 

Endanger our. competitive position? I would have to 

_ say I don't think it would because other suppliers 

of propane would have the same problems that we would 

have • 
a 

And do I take it that there is/terminal anq storage 
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Q 

A 

Q 

' '1 •• 

faciiity with the same amount of employees as at 

. '<I'il ton: 'loc;e\.tepi at< Goffstown? 

The same sc~°rage facilities and --- but --- the sa111e 

ntinlber_of e~pl:~yee~ in the plant, although we do -- 
we shuffle around a bit and sometimes we have crews 

working out of Tilton who ~et tanks for· us and remove 
storage· tanks,, so there mi,ght be. one truck 

far as the plant operation is.concerned, the storag~ 

is the same and the employees would be the same.· 

And blanchestl;!r. is much closer to the Concord to. 

Tilton branch than Portsmouth, isn't it? 

True.· 

as 

My only reason for saying that we are 

leaning toward Ports111outh is because it is near the 

main line', · You see, the main line going up into . 

· Rigby, or whatever that yard is up there. lt goes 

fairly· close. 

Our Goffstown plant is just out of the 

Town of. Goffstown. We wou:ld .haul out Of Gof.fstown 

for as long as we c:ould,. naturally. 

However, when it came time to put a few 

more 30,000 gallon tanks in, we want to have some 

assurance that that branch is going to stay in 

operation for some time. 

You never heard any plan on the part of the Boston 6- 
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Maine to abandon service to Goffstown, have you? 

A No, I haven't,, except fot this. I was worried about 

,th1il up,tntil ,:;e~t~~~ay:,~d I went to B &_ M yesterday 
. . . ' 
and got a map of their lines. I know there is a 

1 • ;'.::,~i,°!J(algO~o.'l,,~n,,:~~t ;rs· UP for petition, too, and I 
~)'" • I ·~ ,. ,•• .... _ ·'' , ... :- M ,, •• 

thought that that was the one but I was wrong~ :It 
. . . ~ 
I, l 
; ,. ; 

. ~-· . ·' 

~ . . . 
O So at this stage there is- no rea'1iori for you riot to 

duplicate the facilities riow at Tilton - to the locatio 

• at Goffstown? 

A Right, except for one o'ther thing. we have land 

where our plant is in Portsmouth wlierEi we could 

put many large storage tanks which we do not have at 

·our Goffstown plant, 

Q could you acquire such land? 

A It is owned by the State; most o-f it would be 

available. It may be. 
Q That would. reduce cons_iderably the e~timate o_f your 

_ additional .truc_King costs you p;rojected in answer to 
_ questions by Mr. Collins? 

A Yes, by about $7,000 o:t $8, 000 a year, I would say. 

o That is rough figures; you are not relying upon any 

studies? 

A No. 

Q You are picking those figures at random, more or 
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A 

· Q 

A 

less? 

jes. Right. 
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. I 
Q; _.,What l).appens .at these fa~'il.ities is that' the 

., , .· · \ .,., · .- · ·, l r· · . 
whole$~leJ:~JCOin~)to y.01.i'in an enclose,d facility; p~ll 

up the.ir ti:.-uck to the yarious pumps and so forth 
"', . • ~- 3 :'i~ .... 

],el:iaing ouif: :Qf 9l«Lt:~~s? · 

Q 

A 

Q 

Now, as ~ar a:s the retail customers, you don't have 

any connection with them whatsoever, do you? 

Very rar.e. 

. .. a,.;, . 

A_nd take their requirements away? 

Right. 

So that it wouldn't make any difference to them, 

would it, asi,de from price at the pumping ou,tlet, 

where they receive the liquefied petroleum gas? 

Where they re.ceived it? 

Q 

.,., oh·, yes· inde~cr, because l\'e wo1,ild set ,UP. a .. · 
• ' •. ~- • 1. • . • • • • • : : I, ,• . . . •. " . - . . . . : : _. ' ' 

distril:iutor rand th_eix: tr~ckerl:l sup~ort; them·,·. tpo;, 

so that is why 'lole have all these J?l~nts, • J:f it 

'didn '_t make any difference, you c.ould do it with one 

plant, but y;,u have· to have them with:(1;1 ·a reasonable 
. . . 

radius for these people to truck· into their areas. 
. . . 
It would be important for dis.tributors out 

. . 
of Tilton, for example, for us to have a plant at 
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Q 

A 

Tilton. Is that what you mean? 

You could maintain a satellite there, couldn't you? 

No, sir, you can't, because satellite plants are only 

for additional storage. 

Bear this in mind, that we have.these 

H' t ,_- i,-- ' ···~ ' ·: 1 .,;-,' ")" ·, 
- ~ -1.t'e.ady fo_,r., the, n'ix;t person who cQllles in., so that you 

·1. ' \' • ' ' 

·can't operate your plant in any othe·r way. You have 
. -: /'•i. 

,Q 

Q 

A 

Q 

plants and we 'l:>Ottle gas. The1:1e distributors bring 

in these roo pound c~lin,de.rs and we in 'tl.lrn give tb~m 

or they bringf in a lot ~t empty cylinders, and_ :we , 

,.;_;~ \:hJ~'" fill~~:: c{1ihc{ef~. 
! . . ~ 

we then pay to stencil and refil_l these 

- these facilities' all the time. 

}::an't these containers of the distributor be equally 

loaded from a satellite plant as from a main' plant? 

No~ 

It is purely for storage, a sa_te_llite plan~? 

·yes. No"; purely for storage;_ but_ they are used only,_ 
. . . -. 

for what we oaH bulk :distributors, people who 
- ' . . . . 

supply COilSumers With,1'Ulk trucks, in other words, 

tank trucks., and these satellite plants, they pUmp~ _ 

and that is actually al;l lt is. - 

So they could be served from -a satellite? · 

But not the cylinders. They could load trucks but 

you can't load cylinders. 



• 2 

3 

4 

5 

• 

• 

6 

7 

8 

9 , 

10 

11 

12 

13 

14 

15 

16 

,17 

18 

19 

20 

21 

22 

23 

24 

25 

4-16 

o It will meet part of the·requirements of the people 

on the distripution chain lower than your operation, 

they could satisfy their requirements out of the 

satellite place or station? 

A only the bulk distributors. • Most of ou.i;- distributors 

distribute cylinders. 

l"or instance, out of the Tilton plaht we 

have 3 bulk distributors and all the rest ~re ~ylinde 

distributors. 

It would be impossible to close that plant, 

Did you tell -us what the· i:lverage cost to you of a 
: :-0 ( 

'delivered car of lique:fi~d petroleum gas is? 

0 

A. 

•I.didn't.· I said the average freight cost. I wouldn t 
, ; j 
MOW what, tqe. iiyerage cost is. 

So that .th.~ p:r;ipe to the distributor from you va:i;-ies1 
. . . , I\ . 

does it not, with the point of origin from 

you recei,ve the. liquefied gas? 

.No, not necessarily. 

wh_ich 

We have contracts with ,;>u,r distributors and 

they pay so much money. 

There.may be price increases from time to 
, , 

time but it isn't an increase o;i:- decrease in e_very 

car or so many cars. 

We would have, for instance --- ~ had a 

· raise in price last October in our cylinder .gas, a.nd 
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Q 

A 

Q 

A 

Q 

A 

the one before that was two years ago . 

How often do you look for sources of supply and for 

what period? 

Every year. 

Annually you go out in the marJc~t and find out; where 

you can purchase liquefied gaEJ and at what price? 

Yes, we are working on next year'.s ~upply right now. 
So from year to year that price varies, does it? 

Definitely. Even after you make contracts,.it varies 

It has- this year. 

Q .·. Depending on the price paid by J?arties at these 

-different locations in New York .state and 

Pennsylvania that you talked about as your sources of 

or.igin of this Cornrt)odity, the transportation costs 
. ,. 

A,, ... Yes. 
-,,'-''t: J ,-· •• 

.. Q · And that f~_,figur~d- into the price at which it is 

A 

Q 

A.· · Yes,it is,. 

Q So th~t price varies biised on the transportation cost 

also? 

Definitely.·· 

And does that yearly pri~e also vary on the labor 

rates that are applicable --- strike that. Does 

that price also vary as offered to you by these 
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A 

Q 

suppliers in accordance with their applicable wage 

rates ·at the time? 

It could. 

And all ~ther overhead that they·experi!:!noe from 

year to year? 

It could, if. I understap.d. your,Jquestion correctly. 
. . . . ' . 

Are you ask:lng me if we contract, for ·example, for a 

million gallons of propane, are you asking if this 

!)rice c04ld change during. the year, labor prices? 

Q · .. ~hange from year .to year? 

A. . ()h, yes.· Yes. 

Q Cc41 you tell us what the cost per car of propane gas 

'containing --- 30,000 gallons, is that what you said? 

·Yes. 

Q --:-- containing 3 O, 000 · gallons is to you under· the 

last contract? 

' f·· · .· ·Ho •. · Ji ~oq• ti have those/~gures. 
-· / r~ ·' -{, _: / .-· l · ·· < ;.. / 7 

Do you'hlive' anappr6~imation of what it is? 

· ~hili! Y,e&,r I wou¾.d ;_ pr,£er not. to because we have had 
• ,.. :· ,, -:· 1, ¾ ,_ ' 

some ve;y ra'cd.cal changes in pl;ioe. this year. 

i }/hat, are #h~-. extre~es of the price _at which you are 
purchasing from your suppliers a tank of 30,000 

gallons of liquefied petroleum gas? 

You mean the top and the bottom? 

Q 

.A.· 

Q 

A 

Q The range of prices, yes. 
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Again I wouldn't be the one tQ enswer that. I don't 

buy the product. 

You are telling us what the 'transportation costs are. 

Yes. 

You must know aLao what the t'otal cost is, don't you?' 

it is included in the price. 

Well, I don.\ t have those f.ig ures with me. 

Cari you give us some idea of it? 

1 would say that --- the best idea I ·can give you is 

that · the ~ellevue posted price right now is. 5 3/4 cent 

•per ga,llon.. That 'plus any freight or any transpor~ati n 

charges across the country would be what it_ would 

CO!;lt us • 

a _gallon. 

My gu,ess would be somewheres around lo cents 

a 
s.o the. average .cost to ·you of ;tank car load of · 

liquefied pet;roleum gas is something like $30Q, 000? 

Oh, no. · $3.Q,O,OOO? 
. . 

30,, 000? Wh_1,1t ,is that? 

.i'T,eri ce~tQ - ,f~liol,j ~olilc{a:re $3, 000 plus y.O\lX' freight, 
,t' i{',,,, { 

wouldn't it? 

1 $3, eoo •ptus th~ Jr~ig!}l::, ,which you say ranges 
\·. . ;i ~ j ' 

I s~y total' cost probably would be around 10 cents, 

·a•o'$3,000 w~ld be the cost, of.which 9 to 1100 
would be freight charges, transportation charges. 

I 
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Q So you are saying one-third of the cost to you of a 

tank car of liquefied gas .La due to the freight 

charges? 

. A 

Q 

o: 

I would say approximately· . 

Md those f:ieight charges vary, did you say., betwE!en 

soo to 1,100 per ca.r because of the different pointi:i 
. . . 

c;if origin ·froin which you· receive it? 

9 to n. 
9. ,to 11?. 

•A. 

Q A.tt.d all these other things whieh you told us about., 

.n\ilnely the pric.e quoted by the aupp l.Le r to you based 

on wages, overhead, transportation and basic·co~t of 

•Oil varies the price just the same as any .change in 

the transpo:rtation costs would vary the price, wouldn t · 

it? 

:A · :it'; would, vary, · yes. 

Q Ail of which you ·can paas on to; your distributors?· 

A . we·ll: that i don" t know. : There are t.imes when you 

can and times· ~hen you carino t, 
Q 

A 

Then you a.r;El saying :--- .· 

117e were unabl!lf to bst year,. fo:r a wh_ile. 
;' 

1m~t jdu··ar~Os,,;y:Lnf":i:~ #;hat no .cOJllpetitor wou.ld be in 

any better competitive position if t:P,ey, too, were 

}orded j:o u5e .t'tucks. in some part of their haul, 
~. 

0

) ,.,; I 
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A That is true because they would have the same 

problems as we. 

Q can you give us an approximate cost of trucking 

this one tank car of 30,000 gallons of liquefied· 

petroleum gas from Go;Efstown to your distributors? 

strike that •. To the present storage facilities which 

you have at T.{lton. 

A · Well, you would have say --- . I feel the same· way as. 

I did from Portsmouth. 

The only difference would be in•the mileage 

and the mileage from our Goffstown, plant would be 

Q 

A 

about 41 about 82 miles round trip, and there 

would be $82 times about 306 cars . 

That would be about $25,000 out of our 

Q 

Goffstown plant, if my figure is correc_t. 

on 1Ah.at basis do you use a dollar a mile? 

7'hose are fi.glll:'eS you come up w~th with the ·cost of 

. running tran~ports, and 'those are pretty close. 

Do you consider it a~i\ir equivale~t wher~ the 
. . . . . '• 

ordinary i,ui:iiness · u~es something like 12 cents a 
tnile in establishing the fair cost· to them of_ 

automobile ·use.? 

t,.. oh, yes, because you have a different thinking 

entirely. First of all., propane carriers, that is . a 
_1iquid under pressure ano that means you have pretty 

. \,' 
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Q 

A 

Q 

Just the cost to purchase it ie .high • 
. - .- •.•• ' ~ .! .. 

,. \. 
I ~m sa'y'.i.ng .:Ls that the i.nitial investment is 

$30,000-:-Qdd. 

You1, lipeMing is fantastic. 

Are there contract .carrierEJ tn?,t haul tafik cars .of 

liquef:ied pe,trole.um gas.? . 

Yes. 

Have yc:>U eve;i:, sought'. :er.om any 6ontract carrier the 

price of hauling per mile? 

':(ei'f, we have. 

J-ihat price have they quoted you? 

'l'hose figures I can't give you, . either. I· don ' t have 

tho1;1e with mre,. but ~. have contacted them. 

That is why -~ bought one transport of our 
own.for-this area because we could.do it cheaper by 

havi1:1g:'our own.· 
''.. . 

Q What price dicl, t:hey quote .you,· sir? 

A .I don' t kp,~. 

Q Sotnethi;ng less than one doli~!a mile,· w~~n•t it? 

A · They go by the. price per gallon, so. I don't knc;,w,. 

. It depends on. where they start from. 

. MR. •. WE:INBERG1 I. have no further questions. 



• 2 

3 

4 

5 

• 

L 

6 

7 

8 

9 

-10 

11 

12 

l3 

14 

15 

16 

17. 

18 

19 

20 

21 

:22 

23 

24 

25 

4-23 

Cross Examinati'on by Mr, KillkeUey 

.,Q 
' ·. 

Mr·;·. : ?Gowan, what are representative consumers of 

your product in the New Hampshire area? 
·,;··..., l-.. •. -;·,.,, '. ·, •, '·;_ ·: ••_ } ji:·- 

A ~ HomO:-. ownex:s ,, :r;estauri1rits, hotels, motels~ . 

Q 

A 

Q 

This is u.til~~y gi~J 
\ ~ 

A 

Q 

A 

It. i~ gas· that is used 1:he ~ame as u~ility .gas. 

And .your .plant in'l'ilton_is south of Mered:l.th; is tha 

correct? 

A . Yes, {t is • 

Q_ -~nd the Tilton plant is on the main line of 1:he 

· concord to Lincoln? · 

-Yes, 

:i:t isn't on the _ line cha t goes over to Franklin, 
,; : · ... · 
· that _bxanch line? 

No, it is on .th1a main line. 

MR. KILLKELLEY: Thank you. 

MR. WEINBERG: -~O qU.es tions • 

MR. COLLINS: Mr. "Whitney, please. 
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ROBERT J. WHITNEY I Sworn 

Direct Examination by Mr. Collins 

Q Will you please state your name? 

A '1 Rebert. ,..T,., Wh,itp.ey, . ~-. 
. . ,. . ' . ., ' . •. . 

Q Where do 1~0~ li~~? :1· 

,' ,.;." ,, j 

A - ,. · :J?'erki1's Street;' Mil tim, New Hampshire • -~ . '. r ....,_ :- .~:_ . 1·~-: 

o· B'j whom' ar~. 'y6u'empl\:Jied? 

A . ·J,lerriniack -Fabriers'. tffxchange, Inc. 
• . • I ; •• • • , f' ' ' . • 

.0 Where is the principal place· of business of Merrimack 

-Farmers Exchange, Inc~? 

.·.A 

Q 

A 

Q 

A 

Q 

.A 

Q 

A 

,bur main office is at 18-22 Low Avenue, concord, 

New Hampshire. 

Is.that your office? 

This is my office. 

·And what µ your title with j::.hat company? 

,General Manager. 
. . 

What are the c;Iuties of general manager? 

This is a 1~ t:tle hard to def.i~e. It is total 

supervision of the entire company,· all four divisions.• 

·Tell me what the company does •. 
. . 

our principal business started in 1920, 52 years ago~ 

Basically 80 · percent of our business deals 

with agricultural supplies to the farmers in the. 

state of New Hampshire • About 50 percent of our 

· total business is direct mixing of livestock, poultry 
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and. dairy feed for these. people. 

Other supplies would be fertilizer, farm 

seeds, power equipment and things of this type. 
Q You receive those products in New HcUnpshire and then 

distribute them to va:rious points in New Hampshire 

to be purchased by farmers; is :that· correct? 
' ,. ... _ . r 

A .... / \l'he p;i:-oducts w9-i,.ph WI'; M~' t manufacture are b~ought ..'J . _ .... '.: ;. ).·· ·. . .-· - L·~· 

' 

1

in-~osi1:1/ by rail 
1

from other suppliers. 

Q 

'A 

A 

Q 

I ·' 

'.Pi' iur 

. .· The farm feeds, which is about 50. percent 
- ... ~ . -~ r' ~. 

bus'i~ess: ~e bring in as raw ingredients, 

_p;rincipally ht i;ai>l, and then mdx those into ~alanced 

·rations_ for the livei.tock and the pou Lt.xy , 

Those· things that come in to be redistributed;. where 

90 they come into in the State of New Hampshire? 
' . . . . 

,All of our feed supplies come into our central mil_l 

at Bow, New Hampshire, three miles· _south of ,_olU' 

office; ·.1\'.J.l· the other mater.ials; the basic part· o,f 
. . 

them.cprne into our central warehouse at Bow, New 

Hampshire . by truck and rail. and at~ broken UP int~ . 
. . . ' . ' . 

smaller units for dlstrThutio11 tQ 01,JX :n stores 
throughout the State. 

~o your principal plant is in Bow; is that cor:r;,ect? 

That's correct. 

ls that locate!i on a line of the Boston & Maine • 

Railroad? 

I 

I 
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A Yes, it is • 

Q · What line is ,that located on? 

A xt is the main line· through the central part of the 

state. l don't kn.ow the identification of it·. 

'l'hat line frcrn Manchester to Jl1aehua, New Hampshire to 

Concord? 

A That's right. 

,How many dis~ribution pc,ints do you say you had withi 

A 

,Q ; ··:;Whli,;e' are 'they'l9Cated, if you can tell ,us? 
• . ·j 'f \ 

_A 

0 

A 

Q 

A 

0 

A 

; t ,, ,'•' • ··','·, ·'. . -- 
;, :the ~t~ of New f1ampsl,U.re? 

Tw8'1ty-one. 

Do you want me to read the entire list? 
Yee, ·x think so, in the state of New Hampshire. 

·AU of our operations are in the State of Hew 

Hampshire. 

We have one at Manchester, Woodflville,.· 

R9cheater, Laconia, Pittsfield, Nashua, Epping, 

Henniker, Bradford, Goffstown, De:i:ry, Milford; 

Claremont,· i<eene, Plymouth, Franklin, ossipeEI, Epsoill, 

Exeter, Bow and Lancaster~ 

·How 1118ny of them are not loc:ated on railroad sidings 

or near railroad sidings? 

Five. 

-which i!lre they?· 

Manchester· is not. 'l'hat is by our choice. 
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Q 

Henniker and :Sradf.ord are on the old 

Concord-Claremont line that has been abandoned •. 

Epsom and Pittsfield- are on the old 

S11ncook valley, which is abandoned. 

And the resl ate on exieiting·lines or branches.of 

the Boston,& Maine? 

A 

Q 

That's correcrt;. 

Which ones if any are on 'the Lincoln. branch, so- 

A 

Q 

called? 

we have three·in Franklin, Laconia and Plymouth. 

.A 

ci 

A 

Q 

'And do you trans;port co~odities from your 

plant in Bow •to those tl}ree points on the Lincoln 

_.biangh? · 

-~y rail; 

Bi raiI. : \ 
••{ l 

Yes •. : 
. ':, ·)~· ...... ;. "{"'' 

c-arf yoti fte.U .me 'in the course of a year how maJ1y 

cars ~re shipped from Bow to each .of those three 

points? 

A 

Q 

A 

Yes; r can. 

If you would, identify the yea.is which you take. 

It was surveyed for. the calendar year 1972, January 

through December~ 

At our Franklin store, during that period 

we put in a total of 24 cars. totaling 654 tons. 
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Q 

A 

Q 

A 

Q 

A 

This is not a fair figure in that the railroad was 

c Loaed between December .and April. 

The railroad was what? 

closed. Due to ice on the rail, · tr:acks. 

You mean if it were. not fQr that E!mba,rgo, you would 

have sh;l.pped more by rail? 

Yes , we would. have •. 

Do you know ho,,, much more? 
Ahcil.lt a third more than this. 

In our normal course of business in 

· liv.estock feeds the business picks up more in the 

winter morrths , we supply many of the small towns in 

that area with road salt, calcium chloride and so on, 

which.they are not in a position to buy a carload 
I , .• 

A 

Q 

A 

,themSl!l\!eS •. 

f .,. ' · f··· ~ :·•; wt bring- theJe' cars up, break it up and 
' / ! 

transport it by trucks to the small towns. 
. ;-···.' '( i ., •. · ' 
cT11at; wa~ li'ran:)1:1::in:i il:S' that correct? 
·:, ; ·,a, \..,~ 

Yes. 
L\~:-·~~p. r-- .. ~-:~' 

Continue, plel!lse: . 
' . . . 

At Laconia during the same period we .. pµt in 44 

carloads to ta.Ung l, 497. 5 tons. 

_ At Plymouth we shipped 19 cars, -the 

equivalentof 567 tons, 
' . 

The three combined represent 87 ears, total 
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Q 

A 

tonnage of .2,718.S • 

Do. you know how that compares to the year prior? 

There is a slight increase. It is minimal, again, 

because the Franklin line was ciosed dOWll. 

The last f-igures we ran on this particular 

Q- 

A • · , Yes , we have. 

I would like to give you, if permissible, 

· just an overall picture of our total operation. 

.-Tela. us about your. total operation • 

A This is ·just in car shipments now. over the past 

year·we moved 1,760 cars over the B & M totaling 

71,29'6 .S· to,ns • 

Q 

.,•. 

. ' 

branch were when the hearing caine up in May of 1970, 

We haven It done it again until t;his year. 

Have you experienced growth in the receiving end of 

redistrµ>ut:j.ng at those tlu;ee points? 

.l\t testimony be:fo:t:e a fl!dera:i examiner 

.:
11ast year, -t;fie 1971 sea/dn, we had· a total .of 1,808 

,..J>-•-~· _,; .• y ~ .-~ /'"" ,-, ·'-< .. ·: .ef/. . , ·~, 

, c§rf!-:~e~re.,s~d1;in9 i6~, ~6·q_,, tons, so that this year, 
while there are less cars, due to the size of the 

.. , .. \ . " ~. '· . ·'\_ ·, .;:.•.· !: ~-, . 

'·' ca;s .f:liat'· ar• requir'id to take the lower freight rate . . . . ~ . . ~- . ~,- . 

our . total :i;_~il ~h~pment was _· increased by abou,t · l, 500 

tons i~·round figures. 

o:c what commodities are these cOJl\prised for the most 

pa:i:t? 
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A PrincipaHy livestock feed. :i:nbound at our Bow 

mill is all livestock feed. We had 794 cars during 

Q 

the l.972 year representing 41, 045. 5. tons • 

That is inbound to Bow? 

Q 

That is inbound to :sow o'!er the B & M~ 

we shipped out by rail 793 cars 
rew:esentinc;i 22 ;_458 tons , · - - 

That is to all-~~ 

That is to al_l points that had -:r~il se:i;vice, and 

- . all: on the_ B. &- M. 

we.do _have_a·supply of shipments of.certain 

types of feeds direct to the stores' bypassing the 
-',iJ:d.11, and directly to some of these stores, which 

'~ould be beet: pulp, citrus pulp and alfalfa, material 

•that didni t have to be -processea. That was 15 

carloads· repre_senting 335 tons. 

· In our _Bow warehousei! we broke tlieni_ up 
into ~mall sh,!-pm~mts iin\i we had - 8.6_ ¢arload1s1 

repre$enting 4,no·ton$_. 
- . -. . 

Miscellaneous gooas, such as - road salt,. 
'./· . .. r .. 

( . -·; c?lci)1111 C.,f-1:r~d~_, ;eJ.11e~-t ,and w(!od shavings, ~t 
k- . ~-. . ,, .,_ ~ -·.' _: . 
'dire6d.y f-rom' the ma'hufa'.~turer, bypassing our 

, wa:i;ehQJ.l,Se ,,,, 74 _ ,g_a,;lo~il;! representing 3,088 tons • 
i •. . -~· \ ' . ·t,.-, . 

' 'i-&is i~ ht>w- we arrived at our figure of 
71,296,5.ton&'0totaJ. tonnage over the B &_M • . .' ,- -~ . . ·, ·' . : 
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.Q · .. ·Ori~inal.ly,, . we:i;e; all, of your distribution points 
~ ~ . - .. ', ; ..... • . ' : : ',_. 

Situ~teci 6n "tines· of' tne railroad? 

Q Was there a reason for_ locating· on railroad lines? 

A Ye_s, very de,finitely. 

Q would you e,q>lairi :to us what that reason ·was? 
. . 

A Mainly because of the ~µlk shipmen~s, the type of . 

_o 

A 

Q 

A 

Q 

A 

. . . . 

goods we· carry are extremely bulky/ We found that 

-over the yea.rs, very necessarily, m'aking bulky, 

shipments, it is far less costly at. these points by 

rail than by truck. 

A11c;i since lines have been abandoned, · leaving fi'lre of 

your distribution points. off _of rail service, have you• 

. had expez Lence with increased costs as a result of 

9hanging· to motor carrier? 

very definitely. 

· can yciu substantiate yo,ur experience .. ·along those 

.lines? . ·. · :_ · _· •·._. : · · ··. _. · 

Perhaps i can give ~ou.figures here on 01,1r latest 

information received f~om .our feed manager as to what 

this means, if you want _to relate i:t directly to thi$ 
particular case, the 'exact; tonnage._ 

Give us·specific_examples; 

For example, you a,:e· ta;Lking about Franklin, Plymouth 

and Laconia, if you .don't uee the rail service,. we wil 



• 
l_ 

2· 

3 

4 

5 . 

6 

7 

9 

10 

• 

• 

' . ,, . 

12 

13 

14 

15 

- 16 · 

- f7 

18 

19 

20 

_ 21 

22 

23 

24 

25 

4-32 

have to buy; and I put thf! figures a little bit on the 
.,,· 1 ' ' 

low s:Lde1 'a ;:t;;cactor, ·11'1d ,4,Q-foot trailer • 
' ' ( ./ ' .. . 

Assuming a f6ur-year- life ~f this, we will 

·ha'\/e an·,or~~i1;1a3: fnv-:."!tment 0£: $20,.000. :, .·. ·· ... ·, ' . . .' . ' .... 

we have broken dawn fixed costs under this 
- ' . ' . . . . . '· 

-~,... .. . ' ,. •. ) ••"t:.: , ,. -.,:... ; . ' . '· '. . ' ' . 

i"billil~\\ ~,ii .fb'Q:);',-.yFar Ufe, depreciation, registration, 

town taxes' inf.!ul:'ance,. ),iabili ty' . collision, higbway _· 

use tax and the driver. 

our fixed cost would: be $15,975.76 at this 

point. - This j,s an annual fi:l!:ed cost, 

Q 

A 

1.ssuming again that we use a brand new 

v"hiqle to have the lowest maintenance cost possible, 

our operating cost per inile would be 23 ,24 c_ents, 

l{QW do you arrive at that 23,24 cents? 

This is assuming the· average cost of good quality - 

-tires and. oil and filters and lubrication, gasoline, 
. . 

general maintenance, - which is lul:>ricatiori., - this_ type 
. . . 

0£ thillg, ahd minor tuneup~ a.nd niaj,or _maintenance 

ba,Sed on ~own, costs of· the' exact sc1me type of 
vehicle we are r~nning ~ight now g1,v~s us a total_ 

variable cost pe;r mile of 23.24 cerits" whichb ve,;y 

Q - From that have you been able to co_nclude what you 

would expect your incr.eas.ed cos.ts would be if the 
Lincoln branch is abandoned? 
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A we have these determined within possibly a cent or 

two.per ton. 

0 Can you tell us that? 

A. yes. Baaed o_? the 2 , 718 ,-tona shipment to those 

' thi'~e ;:p·~±l)tE(, offt; ctJs-,t j!'.igh t now, and we have to ·~~' ..... · . ,/ / _/ i J.' -. ✓• ;- • ,,.. ;·, .. ·~ (_ ' ' • ' • 

average it because we buy our ingredients and ship. 

· :~'-them at' th~e dif•fereft'i:: ;rates, .which is a £lat rate, 
1., .,.,_~- .:., - ~----~ /-,~·;;, __ ._ •. ·~-·.: ·;. ,-.·-~ '-. 

a mileage rate and mlb. in transit. 

21 

22. · 

23 

24 

25 

0 

A 

J ••• • - f .·' .,.. . . ;, . . . ·, • 
, .,, :' . : :C:t, d-epends on how. the railroad decides to 

· ship materials to us, whether we can use the mill in 

tr.ansit rate or we have to use the mileage rat:e ot 

the .flat rate. 

The carloads that we ship representing 

this tonnage, we•pay the .railroads $5,976.60 for 

. ·l!hipments · to those branches. 

_If we ship by truck,. based on the costs I 

just _gave you, this will cost us $15, 764.40~. 
. . 

That means an increase of approximately 
. ' 

$3,50 pe~ toi:i of feed to every single fa~er in that 

area, ·1f you want. to bring this a little further, ·,. · 

an average customer buys about ten tons a week,;· which 

means an additional $3.Sa week times 52 weeks a year. 

when you speak of a. customer, you itre talking about 

individual farmers? 

Yes. While.we are basically manufacturers, our whole 
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Q, 

A 

Q 

.A 

Q_ ,' .,l's what you ¥e telling )iS with respect' to projected ' .. - ., ....... . -·. ,: _' . ~ ' >: . . 
,increlisk"in ;cos ts as· 1a result of abandonment of these 
,·· . . \- ' ,- . - . 

c· 
,....,., 

lines consistent with \othat your experience has been . 

_witq l'filSpe,'dt, to· other,.points upon which you have 
e,1CPerienced an abandonment? With respect to Lincoln, 

A 

operatim is retail, direct to farmere • 

Do they, the farmers, also c0111prise your stockholders 

Yes, many.of them.do, 

So that one way or another any increase in costs are 

going to be passed on to the individual farmers? 

· Yes. 

Q 

. . ' . 

'Plymouth, are· your projections consistent with what 

you have experienced 

This would vary some but I would say in the general 

area, yes , they are C OnB is tent. 

we did have to do this · type of thing a year. 
- .. . 

or so ago on an abandonment of another line which is 

further north and t.o _the east of us, and the increase 

·. ·cos ts in that . area wcruld. be in excess of · $ 5 a ton 

rather than $3 ,50, We do have a mileage factor in 

here, 

Do you have any other plants that are on li~es which 

are proposed for abandonment by the trustee of the 

Boston & Maine Railroad? 

Yes. 
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Q Which ones? 

A 

Q, 

The most recent ones, the current one is the notice 

received on the Portsmouth line known as the 

Newfields line, and we have a store in Epping on 
that. 

Is that · the only one you kn9w of that is proposed for 

abandonment?, , 

A 

Q 

A 

Q 

A 

Q 

,f 

.n is the only one .that .l know o:I; that .I ac.tually 

received :the official documentation .on , 

MR. COLLINS·:· I have no further questions. 

f·,, ,,, MR. KJ:LLKE~Y:· I have no quesHonl'!. · 
\:~ \, :· 

Cross Exaroination by Mr. Weinberg 

Mr. Whitney, Bow is very essential, is it,not, 'in 

tne rail operatic~ at Bow, to the well-being of the 
Mer:dmack Farmers Exchange Cooperative? 

Absolutely,: 

And at Bow you :received and forwarded l'!anething iike 
. . 

over. 2;soo cars in the year ~972? 

No. 1,760, 

what about forwarded? 

This is total. 

And at the same time the only riil service to these 

· localities affected by the propc,sed abandoD111ent 

totaled 87 cars; is that so? 
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A That's correct • 

So that -.,.- 

A That represents three--- again only rail shipments,. 

this represents 3.813 percent of our total business~ 

. That figure would have been higher at the Franklin 

branch (Inaud;l.ble~) 

Q · By another eigpt carloa~a? 

A. Yea~ 

· Q So that there is no col!lpadson, :is there; between 

:the continua:t;ion of B Sc M rail service generally· in 

:interstate transportation and the continuance of the 

local rail service to the points on the Concord to 

:tincoln line proposed for abandonment?· l,. : 

A · ,:.: d~n•:t•'und~rstartd youl\' 9uestion. 
·,. .• . - i. 

o ... There is no comparison in importance to the Merrimack 

,Farmel±s ,between the k~ntinuation of ra'il service 1, ~ 

'A. 

Q 

A 

Q 

generally by theBoston & Maine Corporation, including 
(\· ·'"\' ··, . ;····_: ;,.,i '}' /'' _·, ::'_.,;·· 
:!ts setvice to ttie BoW facility, than the service to 

be terminated if the ab~do~.nt is· authorued? 

:t think there would :be.definitely a comparison. I. 

tried to express itin a percentage to you. 

Three percent? 

No. 3 .e. If we had the o:ther eight. cars, it would· 

be over 4 percent of ou.r total business by rail • 

That's a lot. 

Those 87 cars going to these local points depended, 
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A 

Q 

A 

Q 

A 

Q 

A 

0 

did it not, on the existence Of your facility at Bow? 

Absolutely, 

They stoJ>ped at Bow before they went up there? 

Absolutely. 

So that the most important thing to the Mei;rimaak 

Farme_rs Cooperative iii! the continuance of rail 

.service to Bow., isn't ,•it? 

It is the most important, but not entirely. 

Of these 87 oars that were shipped to these points 

in Frallklin,· Laconia and Plymouth, did that 

represent the total amount of products tha.t were 

shipped from. Bow to these facilities? 

Bo • 

You shipped by truck, too, did you not? 

A Yes. 

Q How many trucks did.you ship to Franklin, say? 

l\. r·~il1 giveiyc,h -~ ininimtim fi~ure to each store. It. - ' .~ t ' -,-. 

will be on the low side of 52 •. 
-t.:- 

0 · ~-0:1110re' t~akioa:dJ tlian carloads 
'!·,.· • _; • •.. . . ,,. . ... "i•.· ,_ 

Q we serv_iced .each s_t;ore ·at. least once a week by truck 

on 'the '~isc~llane~~s goods, but we bring in oar loads 

to· aow· and break them· up. because-· we don't need a 

a1:1rload of lawn mowers, say, at Franklin, so we bring 

them up at one point and distribute them by truck 

to the other locations. 
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Q so they are serviced daily? 

A 

Q 

onae a week from Bow by truck·. 

And the truckloads exceed the rail car.loads that you 

move up from Bow to these facilities? 

A Yes. 

Q Couldn It you take the same equipment that presentiy ' 

uses your built, comri\odities and bring·them up to these 

tacilities•in the event that abandonment were 

authorized? 

A · Ho, absolutely not. 

Q' Why couldn't you?. 

A: :t'have 65 trucks in my fleet right now servicing 

these stores in addition to the railroad. we are 

right up to capacity and I have already testified 
need. 

that ·if we ·.1ose this rail service, we would/at least 

-one tractor and trailer and driver plu~ the cost of 

the vehicle~ 

Q The price. you ,quote to the farmers of the fini$he.d 
·" . r . i 
/ feed product' that they JASe depends on many factors, 
.. "'doesl•°l).'t.? ''.~· .• / ~ /L 

A 

A 

Q 

. It does. 
. . _,_ ··• ;f'•,_ :~ ,.. .. r. 1. f .... -, 

.re dep'etld~'firs't ;.c,n jour costs from your supplier? 

yea, "•·. ,- ¼-'•· ·1,, . ~ ·• 1,· 

·As far as the basic cc:inunodities that .go into the 

· feed, ll!ld that varies h·ow often? 



• 

• 

I• 

4-39 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

- 14 

-15 

16 

17 

18 

19 

20 

21 

22 

23 
.) 

24 

25 

A We price once a week. We test. market daily· to set 

our p,:ices once a week on Thursday morning for the 

following week. 
. . ' . 

Q A_nd the basic ingredients that.go into your feed are 

what? AgricultUl'al pl'oducts such as wheat and corn 

and so fqrth? 

J\ it. takes s4' different ingredients_·: to· make up our 

•different formulas• Some - are based on corn, soybean; 

wheat middlings, hominy, alfalfa, potato meal. That 

give$ you cl- ·rough description. 

. Q : .so that all of · these prO\iUcts ~f the earth, more or ~. 
_ ·1ese, coming to Bow vary almost weekly? 

A ··They do vary weekly. 

Q And do they also vary on account, of labor costs that 

'go into the processing .of these products? 

11,_ That would b~ on the __ ;.. in, relation to us, _ the 

manufactii;d.ng; .it would ·b.e pretty much on .an annuai' 

basis 1: and '®r. type o:li min is one; of the more 

modern in the east,. which ~;,_s built with ;fixed costs 

in.mil)d. 

Fuel and power _would be v!lriabiEi, depend·ing 

on demand. 

Q And it q.ependJ. on th_e fluctuations in overhead to the 
~ 

' processors of these· pr&iucts of the ~p:oUnd, tc')o, 

doesn't it? ; • \o 
-~·· 
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A Not in the sense of overhead, Our basic cost for 

_ operation of that· mill --- it is the cost. of 

ingre<Uents, the .biggest area, J:;,y far. 

Q 

A 

Q 

A _· .They are ·not averaged out. Every one -is handled 

. specifically down to four decimal places. 

Q 

. A 

Q 

A 

The net price a,lso depend.s, does i.t not, on the 

process and overhead costs from time to time .:._..,. 

Yes, and shipmertts. to R~sia, and the ~aiiroad 

service. What.' s correct. 

So that the actual cost to the farmers at the retail 

e$tabiishments at; Franklin and 'Laconia and. Plymouth 

can•f be determined except by a cost averaged out 

fbr all the· i'1gredients that come in on a'. tank car 

· that make up the!r feed? 

: '.· . 
:But you quote to the farmer the. cost for the feed 

. product, do -you _not? 

. For cne week . 

An<l, that weekly cost· t,o ,the farmer is J:;,ased on your 

costs for all .of these_ goQds basically coming in to 

you to make up the feed? 

They are based on our · ""~- wh_at we know as our. 
. . 

. . 

operating cost plus ingredients plus whatev~r margin 

we feel we operate under._ We are operating right now 
on 1.04 percent net margin. It doesn't .leave _much 

room for guesswork •. 
/ 

' / 



• 2 

3 

4 

5 

• 

• 

6 

.7 

8 

9 

10;. 

11 

12 

13 

14 

15 

16 

.17 

18 

19 

20 

21 

22 

23 

24 

25 

4-41 

'Q· _And yo~_-yo;a Wt now .. of_;'tjle fluctuation of the. coat 
; --•, 

of ingredients.' Your costs also fluctuate weekly? 

~ A Yes, bµt very. li;ttle.," only to the point of fuel and 
' '. . ; 1 .. _ • 

-4/ • >. :_, .\ • ~•-r \ ~ 7.\ 

· electricity,·, •.·· '-• ·· -~· .• 

Yearly. once a: yeaX', 

Q And can you. _te~l us what the average cost peX'· carlpad 

. of· ingredients is to you, including transpoX'tation 

·costs,· if there is such an average?· 

Q 

Q 

l: will have to . take a specific ingredient •. 

. ,It would be 18 pius ) ;600 divided 'by 

I will 

· take two, if you. would like something :representative. 

A car of soybean meal would X'un about 

$f;3,000. That is an BO-ton car. 

If you would like to take corn, those come 

in 3-car minitrains. These cost us, based on our 

present market today, $1,94-3/8 a bushel; $18,000 

with.$3,600 freight on- them, 

What does, it cds.t per car-?· 

a little over 
$7,000, $7,200 a Gar. 

can you tell us how many farmers on the average can 
be accommodated £-rem let's say $23·, 000 worth of one .. 
car 0£ soybeans? · 

That depends on the .formula. We've got 36 formulas 

Some of them call for as low as ten pounds to a ton 
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Q 

and some as high as 700 pounds to a _ton. This is 

a book in itself. 

_.But you will,,admit with.me, won't you, .Mr. Whitney, 

that,Y'tl-1'can•,f·~ejt'.I.Dy ~S't::ribe an,y increase 
· ...... ~:, -~- _· .. · \-' t : ., , .... / :: ·. '· / ~ -·~:1_ . . . . 

to any farmer as .a result of any change in 

in cost 

the line 

i · · , - : of- p:ir6be~;!.n•f ~• ~aterials coming to 1'i!11 in the 
• I ·; ' \. l•.:- ,'; ·, . -~ . . 

·- ·:,.._ - ~ 1 • ;. -1-r, ••• 

finished product of feed? 

A · : Ndt in: thet SiiJ'.~-f proce~sirtg, 

A 

0 

rou are engaged,_ would it? 

· A . We pass thoae on or we make it ---'- we all have to do 
_this on the margin. 

0 

A. 

0 

no. our· margiiuf haven t 

changed in three years, 

•~nd there are many variables that go into fixing any 

pa:i;ticular .cost to any particula;r farmers? 

Yes, The two big variables I just mentioned. 
. ' 
. , 

·-,And any increase in transportation costs wouldn't 

tender you non-competitive in the business in which 

And what 
-· . . '• . . ... '. 

think on the average the transporta_Uon costs bear_ to 

. all. other . cos ts in the price of . the materials · g-oing 

you can give us a percent,ge that you 

into feed? 

our annual statement in the fiscal year showed the 

transporta:tion cost by rail of 7.4 percent of our 

total co11t of operation .• 

So that the total transportation costs of all the 
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.A 

Q 

A 

B & M services to the farmer in getting his 

requirements for :feed represented by transportation 

costs ilil appro,d.tn<1,tely 7.4 pe:i':cent: is that so? 

No. That is not what I,said, 

You are saying your total transporta ti,on costs are 

_approiitimately 7.4 percel)t? ,.- . l. 
Yi!'!!, !1\lhper:"ertt fon rAil sh~pments only, buc we do 

. ~~ip. ~~~~/ th{n~s· by r:i1· that cion't go to farms. 
· .I am talld'1g_ about just feed. 

;. '. , ~-- ·' . _, 

I couf.dn It b~eak 'that. Out, not· at the moment, 

. Q · _·-:':1.l'o that 'at iny ;rate the price that he pays for feed 

'is going to be markedly lower in proportion to his 

total price than 7 .4 p·ercent Of transportation costs' 

.for the shorter haul frotn Bow to his --- where he 

picks it up? 

A. ·1 ·can't answer .that. 

o l:f the total_ transportation cost passed on to the 

. fatiner, becaus.e. of your E!X!)erience in handling the . 

feed, is 7.4 percetit, :i,ri a.U r~il tr'.3-nspOrtatiori fro111; 

all poin~s in the cohntry e,nd · to ail poin~ ¼at yo~ 

ship it to is 7 .4 percent, then we can conclude, can• t _·. 

we, that the add,itional.-"".- strike additional --- 

t:hen we can conclude, can't we, that the transportatio 

cost that is paf!sed on tcLthe farmers repret1erited by 

the cost of tra.nsp~rting it from aowto · these points 
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A 

at Franklin, Laconia.and.Plymouth; is much less than 

7.4 percent of the cost to him? 

It would be highe.r. You have to take these items , 

selectively. Every single one of them has a 

different freight rate and it may pass·. over ten 

railroads; and it may come from Merrimack,· 16 miles 

from Bow; and .. that '\-.01,ll~ -:t.ie one rate. 

It woul~ probably be on a selected basis, 

,._and this is the way we_ have to do it because our 
. y l 

coJ!IPa'ny is,'broken:up in<four divi$ions. 

it would be higher. 

Probably. 

: :tf _I :t~ok1it out strictly as feed items 

'to the farmer, most of these come from the midwest, 

· - ithe far wes.t and Canada, on the feed i terns alone 

·that we have to bring in to process • 

Fuel-comes from fairly local points such 

as )-1:er;imack, New Hampshire, and Rhode Island and 

l!lew -,ersey, but.i:f I t.ook just the feed •alone and put 

the. total transportation cos.ton it, it would.be lllUch 

higher: 

we average about $12 a ton to the B & M 

alone for incoming freight. If we add the $2 .20 

.which I testified to sh,ip it out, you get $14,20; 

which is far higher on an average $100 per ton that 

it costs for the feed. 
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Q Let's go back to feed., then, alone which you.say 

represents 50 percent of you;r business. 

A 

Q 

A 

Q 

A 

Q 

·o 

A 

Yes, abo~t that. 

Will you tell us what the t:ranspor~tion costs to you 

·· on feed were for the Las t; yea,r? 

In dollarfl"? . 

What percentag~ of the total cost _of the· ingrediel'.lts 

of feed? 

I don•~ know at this point without my operating 

Statement.• 

So the best you can give ua •is the totai cost Of 

ii:ansportaticin.for all products is·7.4 percent? 
- . -, . 

~hat 'i.{ qori:-ect,' 
·'.,jo,,_.• 

,l\nd ybu, are trying to say to 1,lS, are you, that averag 
4. 

~into .that.'1~d pez'icertt is· the feed transportation cost, 

which is _hi5J,hE:r? 
. . . ... • ;~ : . ·• • : ,.. . . ~ ', : 'I l ,;i 

:wou_ld '.be,. yes, vf!;ry definitely, 
. . 

Q. . aow much h±gher? · 
. . h . 

I>,· lt is a ql'lal,i.fiec'i guess., · 

Q one percentage point-.;,;- 

A Almost double. 

Q You are saying feed averages - 14 percent for the total 

haul throughoU:t your handling of the products made · 

from it? 

A I will say that as a oLoae app1:oximat_iol'.I, 
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Isn't it s0111ething that we can infer, that the total 
cost percentage-wise of the product finally 

delivered to the farmer in any of these locations- is 

going to be less than 15 percent because you only 

have the haul from Bow _to his loca;Lity rather than 

ingredients frcm all over thai; came into your 

facility at Bow? 

·Most of these points, yes, 

It is going to be substantially lCMer? 

r have a],ready given you the figure. 
MR. WEINBERG: That's all the questions I· 

have. 

'witness, Mr. Norl!land, president of --- 

THE COJRT, You say you have a witness? 

· f1R. SCHE~R: ( Yes, sir. 

THE COURT: Go ahead • 

_,. .(' . ...t 
·, i 

·-~ . 

. (. ···.,-··-- 

· MR. SCHERER: Your Honor, we have one final·· 

• ~ .. : t' t·' ~,-· :.: ... ~ ; :) ' 
• r-._.;, 

.. ,,.,._ -~ 

,,,,. 
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Q 

"A 

A 

,Q 

Q 

. ,:,. ... , 

MTHOR·NoRMAND; Sworn 

Direct Examination by Mr. Scherer 

Will you please identify yourself by name and your 

ad~ress? 

Arthur Nor111and, · 63 Beethove.h Avenue.,. Wahan, 

~a.ssachuset~~ · 

Q .. Will you pleas~ state what You:r offici!!l capacity is 
,· .•, 

· relative to. these proceedings, your employment .at the 
. - •, 

present time? 

I am president -Of Profile Paper Corporation. 

What is the .. interest of Profile Paper corporation in 

tespect to the abandonment proceedings that are 

pending before this honorable Court? 

· A . ,We · depend on · the railroad to a very large , degree for 
·. :keeping the• mill :'there-~ 

Q · . What .is #ie ac:tiyit;y of: t;he profile Paper <;:orp'oration 
. . . . . 

· in respect to freight 'activities in the state of 

,. ,,· ·'New Hampshire? . 
.. /1····.,.•!,·1 ( ~··1, :t'~~:~,,"f-, 

A . :;~J;iL Y.Pu. ;;{pelt r~t<l 

' .{ .. 
/, 
uf'· t·"·, . 

could you identif~ th.i nat~e of th~ business. of 
t ·:,:PJotilJ!.' B~~erl. }otp,i~tion in the state of New. · 

A 

Hampshire?:~,,, •. :, . 
·' ··-··. '.,·,. ;_ .. !: ~ :. >. } ~- .. 

. we manufacture paper for the pr in ting trades and 

· ther.efore we have to h1port products in order _to d_o 

this. 
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Q Ia Profile Paper Corporation currently 

manufacturing paper? 

A 

Q 

• / 
. ,•· ·t 

(· 

No. 

Could you state for Judge Ford what the status of the 

situation is at the present time in respect to_ 

acquisition of the pulp and paper manufacturing 
. ' . . 

plant by Profil~ Paper, Corporation and this relat♦s, 
, . . ' your Honor,, to _earlier ·a,iscussi<ins that we have had 

in which I described the nature of our activities. 
: . . , ', 

A_ > ·I have formally entered into a purchase and sale 

agreement of $75,.000 cash non-refundable deposit, .. 

and the closing date within 30 days. 

Could you explain to the Court the extent of your 

personal expenditures 

'mE COURT: I am reading from this motion 

for .continuance. Closing will take_ place before 

March 1st, 197,3?. 

. t 

' ' 

THE.WITNE~S: Yes, sir. 

THE coURll': Didn1t it•ta1tepl~ce? 

THE WITNESS:· No, I got an extension. ,_; . 

; T~ __ OOQRT1·"· l:,1did not? 
•I ,( _•\ '., .,·- . l ~_., ; • 

' . THE WITNESS: No, sir. 

THE eoURT: • .. •Why didn't. you tell me that? 

vo·u .omitted that ... 

:·': 'l'jm -W:tffl'SS I Sorry, sir, 
' . ~- 
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THE COURT: Go ·ahead . 

MR. SCHERER: Your Honor, I explained at 

the time of .the earlier hearing --- 

THE COURT: You say you had a bindin51 

agreement and you left this closing .date and said 

nothing about an extension to me originally., 

Probably if I hadn ' t asked those que_stions, it would 

never have been exposed. 

the --- 

THE COURT: You did tell me be:flre? 

MR. SCHERB: I did, your Honor.· I mentione 

' 'we -had an or e L agreement to extend for an ao.ditional 

30 days. 

date now? 

MR-. SCHERER: Your Honor, I did<state at 

'l,'HE COURT: What is the extension? What 

THE. WITNESS: April 30th.:, 

THE COURT:·· What was the ::e:Xtension procured· 

for? · Lack 'of. money? 

THE WITNESS : To 

permanent financing. 

in order to get. our 

THE COURT: That is what I say. Mo,:iey. 

. MR .• , s_cHERER: Your Honor, it was necessary 

fOr us t:o'sp:J:aqe ca.Jilh4.i1fp: a non-refundable deposit 

in the· amount of $75,000 to continue our legal 



• 2 

• 

3 

4 

5 

6 

7. 

8. 

9. 

10: 

11 

ti 

13 . 

'14 

15 

T6 

17 

• 

19 

20. 

21. 

'22 

23 

24 

25 

4-50 

Q 

A 

rallroad f~om operation by Profile . .Paper Corporation 

of the .pape r mill ;jt Lincoln? 

Yef!. · In ou:i:- preeent flilne I h~ve _;....; we hope _to. 

Ship and re6~fi,e . I.50, ooo tons per ye<l-r. 

.A 

:Would itbe pose.ible .for you, Mr. Noi'.mand, to break 

that amount down to· the various categoriee to make •. 

it. perhaps a little clearer? 
We have to import. 50,060 tone of pulp ·.in· order· to 

. _Q 

A 

Q. 

A' 

.,,, 
positioni 

··· :''. ; !~:-~~T: Go ahead • 

Mr. Normand, have you projected the. anticipated level. 

of freight that would result in revenue to the 
' ' 

. . . . . 
. export 50,000 tons of paper and in that 50,000 tone 

,of paper I the breakdown (Inaudible.) 

Perhaps you can 13tate that again • 
. . . . 

In orde·r to have 50, ooq tons of .paper the 1:a·iiroad 

(ina.uciible) --- 
. . 

You wiil have to speak \1,P. · 'l,')ley ~e unable to hear 

you ; 

Members- of the; ra_ilioad have Slt0'.4ed evidence that. if. 

we did. continue with coal, then they would he more : 
, . ' . . ... · .. '_-•. 

in a position to keep the line OP,E)n ~caµse it mea~ 

more tonnage, ao I \tent to the airpolltitionboard 

and r got permission to_ open Up thf.! present use of 

coal.' 
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: ' 
a Therefore you have made •arrangements -- 

'A,~· C l: have· ,:esep,eA my nesearch on the use of oil on the. 
' ·, . -. • .., .• I. .. ··.•. ·, f 

I ' • '! 

basis of opening up with coaL 
• ; t \ _· • / \ t· ' - • '. ' ,_ 'j ... ·- 

Q ·Th'erefore ydu h~ve made arrangements with the state 

A 

Q 

Q 

Q 

A 

Q 

_ to permit you to operat~ with coal, _which wo_uld mean - 

coal wguld-1:le shipped by the railroad? 

That makes J.50, 000 tons. of coal and paper and suppli s. 

What is your understanding of tp.e number of·tons ·- 

on the_ avetage that were shipped per·, carload by the 

railroad in the past to the paper industry? 

About 80,000 pounds per carload. -- 

or roughly 40 to_ns? 

Right. Between 70 and 80. 35 to 40. 

no you have an awareness based· upon evidence that 

was introduced earlier in these proceedings conqerni 

-the estimated amount of revenue that the railroad 

' · bas received. per carload? 

· I can't swear ·to that. I have no de-finite answer._ 

Just hearsay.;. 

In any event,· there would be- isc.ooo tons of -freight 
.. · ' 

you anticipate, based Upon c)i;rent projections; - ~l:'. · 

year to go, over the rail at such tiirte as the p_larit 

is opened? 

Right. 

Mr. Normand, could you explain for the benefit of th s 
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honorable Court a little bit about the result that 

opening the plant will have in the overall employment 
• ..!,· ·.··., --: . j, . ~ .•·. 

JJi_tuation1 in ti}_le ·region and explain the impact th.at 

<f'"•"·· 

' 
a1:>andcmment of the railroad line would have upon your 

. ~bi1:1J;'.tc;'•,o~~-th~ :;iant and em:E)loy individuals in 
. • .... ~· -~ !.f 

A 

0 

the town? ~ ', ," . _ .. _, -r I 

we' intend to employ 125 people to operate·the paper 
lniH and another 25 people in the finishing room, 

or a total of 150 people would be employed in the 

:p13-per mill i~elf. 

THE COURT: ·. :t want to ask a question.• Have· 

.YO~ brought with you the purchase and sale· 

· agreement which you talked about? 

.MR. SCHERER: :t could have it for you here, 

your Honor, within ten to fifteen minutes. 

I don't have it with. me. 

THE COURT; ·.easn't he go.t it with him? 

Next quest~on, 11lease, 

what is the ~tatus of the employment situation in 

the reg ion --- 

THE COURT: Produce it, Mr. Counsel, ~ 

file it. 

MR. SCHERER: Yes, your Honor, I will, 

what is the situation with respect to employment· 

within the region in the Town of iincoln p.0d what 
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li• 

A 

' .· .:~- 

' 

. Q. 

A 

impact will . the opening .of the mill have on the 

overall.employment picture in the Town of Lincoln? 

When the mill closed, they had a paper .and a pulp 

mill. When the mill closed, about 450 people went 

,out 
. ·.:·. . ' ,· ·. - :·_ 

of work. J That was l,ast year.. , 
. ,. '; / . ' : i ~ ':. '!- ·r"" ·~ ;. .. . 

· ~!nc~ J.then1 · ~e of· these 
,.. - , .. - . ·., 

peOple have found 

Q 

A 

Q 

other. jobs but there.'s quite a few still on 
-~•-•,;.. /'-, ....... --.,. / ~-- .-i~- -· i ',,'f~ i. 

~- (Uqemp1:o~n\·; ·-_:t wo~~ say roughly 200 people are on 

unemployment right now. 
··, : ~ I~ ·' -._ .·, .. ' ·-\ f ', ,; ... 

Theialp~ct t;hat the mill .would have would 

be to re-establish the balanced economy for.the 

Town of Lincoln, which is the main and only major 

industry', · 

The paper and pulp mill earlier was-the principal. 

industry in; the town?· 

-Yes •. 

Therefote since this shutdown, 'all ·the people have 

had to f'ind w9rk else~hE!re ol:' have had to leav'e the · 

region, is that; correct? 

Yes. 

Are you aware, Mr·. Normand, 9£ the concern by the 

state·of New Hampshire over.the unemployment Situatio 

in tl,at region and_ the public interest in that region 

and, if so, what knowledge do you have of activities 

that the state is involved in? 
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A I have had several meetings wi. th the top officials 

of the State of New Hampshire and they have informed 

me thaj:. they would liki!, to see the industry, whether 

it is me or somebody els_e·, come back and re-establish 

itself for the good of the economy because there are 

quite a· few hundreds of _thousands of money that goes 

:"':) . 
out each year in the form of unemployment benefits. 

o· -•": -'.ay thU! you mean the .~overnor Is Office? 

Yes. 

p., . , ~o 'rhat. extent,.. ~ave you made plans with the 
Governor's .Office and'·with economic development 

.. officials Ln the state of New Hampshire for the 

development of secondary industry, once the paper 

mill is operational? 

A In buying the paper mill, we also buy 200 acres of 

. land with the paper mill, and this is an, industrial 

site,· and ..re have already explained to the Court, 
. . ' ~ 

I think it was the last .t dme , that we ·wete inducing . 

· new companies t6 come into this .azea to bring in 
' . . . 

new business to balance the:economy. 

we have been concentrating. mos.tly on 

getting the paper mill in operation, but we do have 

people· intereste.d in coming in to build other 

associated businesses in the wood products line. 

Q Mr. Normand, shifting the focus a little bit, at the 
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ti.me i.hat we were last hete in the court, could you 

explain precisely the nature of the obligations that 

ProfilecPaper corpor!ltion then· faced in terllUl Of a 
. ' . . . 

. . 

closing d_ate and explain what arrangement.a· had been 

made, ih addi tioh · to · thE! documents for an extension· · 
. . 

in time for closing ~Ii. the ~vent it should become 

nE!cessaryto,have more time tc;, _raise:tµe· necessary 

financing~ and cou.Ld j_roµ explain ..,-- , 
. . 

THE COURT: , Any further ques't.ic,ns on that? 

What was the original date that first appeared on the 
··purcha_se and sale agreeni.ent? 

· THE WITNESS: · March Ls t , 

... , ;•. r ·:. 

'l'ias there in fact an agreement; tc;, extenli itiat time 

should it become neces$ary? 

'!'JIB COURT: I_t was_ on the ori~in,~i agreemen 

thl:tt was entered. iitto,, that it 'was to be completed 

before Marqh .lst, That is the_ original date. I:!; I, 

had the origi_nal agreement X would be in the d.lear 

here. 

THE COURT: March 30th of this year? 

,:THE : wJ:Ttrast, March ls t • 

.'l'HE COUR'.I;',:. 1973? 

. THE WITNESS: Right,. 

MR. SCHERER; I will bring '.the agreements 

to you., sir •. · 
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THE COURT: I know you will, _but you haven• 

got them here yet. They .are very important at the 

moment. Why didn't you bring them in? Didn'.t you 

think they were important in the light .of the 

testimony of this witness? 

'MR. SCHERER: I. should .have: brought them, 

your Honor. 

Q 

THE COURT:' Go ahead. 

Do you have an agreell\ep.t 

THE COURT: . The witness says he entered 
' . ' 

. into an agreement _ _:_, · 

MR. SCHE~R~. we can produce 

THE COURT: The next logical question is • 

~here is ~e agreement? Ypu should produce it; right? 

Q 

... Mlt. SCHERER': I' will produce it;. your 

Honor, and I will prodi;ice al.so verifiqatiop. pf the r·-~= r ;:' ; .· ~ ', .. ~: )~:-·.v~~- c: -~< _ 1 ; -~ . · · - 
. : .. funds that have ,jieen •paid.: 

• -,Mr, -Normand; ~~ould •you ·e!Kplain the nature. of. the 
~·\: f :- . ' .. 1' 'l• i .· : .. _,• . - 1 . . •.. ,, • • 

relationship t4at exists between the_ ·seller' and the 

Profile Paper co:rporation in respect to . :i 

THE COURT: Let me see H I can'get some 
evidence here. What was the original date tha_t you 

entered into _this so-_called agreement, either oral 

or written? 

THE WITNESS: The options?. Originally 
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November 28th I signed an option, and December 15, 19 2 

Q 

,..,.,_ 

Q 

I entered into a~-- 

THE COURT: Is that March? 

THE WITNESS : Yes • 

' THE COURT. ~ am supposed i;o try the case 
and I want the factii!, 

· MR. SCHERER:. I· understand, you1; Honer .• 

Following your acceptance of the option to.purqhaee 

that was offered to you by the seller, were there a 

.. number of agreements that were entered into pursuant 
' ' ' 

.to letters which, in the opinion of your counse I, and 

counsel for the seller, had the force and effect of• a 

purchase and sale agreement iairly soon after the 

(Mr. Weinberg rises.) 

TEE COURT: I will have none of that., 

:unless all, the other agreements are in court. 

, .,MIL SOBERER,: '!,.will: b,ring them, your Honor ... ~ ,: . ' . . 

/ i' THE . COORT-1" of' course. he i1e1 going to i;Jay 

.yes. ;Thos~ are. leaC,,,i,i;ig questions. I learned tha-t,: in 
·., /. ·. ,,,~ .·. I .. ·,;l ;·· -c, ··:. ~~, ·- . .· mt 40. years of ·experience on this bench. 

Mr. Normand, will you explain what the status of the 

activities of Profile Paper Corporation are .now in 

respect to permanent financing and how soon you 

anticipate you will be able to present to the court 
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A 

Q 

A 

Q 

Q 

Mr. ~ormand, · have you had discussions with the Boston 

-~ Maine Railroad other than things that might have 

-~curred _here .in this Cb1¥°t? 
,· _, . 

J •• ,/ 

,,. Yf!lfi i j. )- 
,_,,, •• ,.. t . • / l 

Q Could yo\i exp La.i.n :;. __ ;,.,ha't were the natures of the 

Q 

a complete s;tatement concerning precisely what the 

nature of the financing arrangements are;> 

I plan· to be in a bank next Wednesday •. 

In other words , . yo1:1 are ::--- 

The accountants are finishing up the.updated costs, 

Why was it necessary to.updatr yout project:Lons and 

figures in your ;rc:i f~rma and so forth? 

There llas been a radical change in the cost of.pulp 

and aom"e supplies and the price of pap.er has 9.one · 

_up, 

In other words, we could have a final version of the 

pro forma giving this Court everything that' .it 'would 

need within a week or so? 

Yes. My timing was off.on my proforma based on all 

the things I had to accompkLsh to get thil, far, we . 

had-a series of important problems to resolve. 

i ' ; • di~cus_tfioru,l, tha't fOU(hhd? 

A I 'was talking' to the· chief executive _officer in. 
' .. ·-. 

· .re"iation tQ: piµ-61-1-asing · the B & M Railroad line from 

Lincoln to Concord through others, not myself. 
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Q Did you also discuss possible. guarantees to be 

provided to the railro_ad by Profile Paper Corporation 

so that the. railroad could be ·sure they would have 

adequate freight to permit them to operate the , 

0 

A 

0 

A 

Q 

railroad profitably? 
... ,- 

There was only a d Lacuae Lon, No firm agreements 

were made c. 

Would you be willing. to. enter into• binding agreements 

with the_ railroad obligating yow; corporation to eith r 

insure enough freight or offer some other type of • 

revenue to the railroad to insure that they would ,be 

able to operate profitably? 

·within the proper safeguards of my projection, yes. 

So' that you could guarantee a certain amount of 

freight? 

No- two ways about it. ,The only reason I wanted to 

talk about it was to keep the railroad in the north 

country, not only ir we did it but any other 
industry that ·-is there to buy that_ railroad. 

• ·. • I, . ' 

Mr. Normand, you mentioned earlier- 'some plans for 
_ secondary industry .. in the area, that you _have been 

-~ :i,nvolved in seine of them,,. concerning the Governor's ' ~ . . 

extent do the plan;:i for the secondary industr,i.es 
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A 

Q 

A 

Q 

A 

Q 

A 

Railroad being continued from Concord to Lincoln? 

There again at the present time it is speculation. 

we are negotiating. we have adjoining line interests 

and they would be using more tonnage thari I would. 

It is a company that would import _tropical hardwoods 

and finish them in this area. 

Without·g_etting _into the.specifics of the· industry 

involved, is it clear, based t!PDii your discussion!:I 

with .economi,c development offic.ials in· the Governor's 

Office, that the abandonment of the railroad line 

would make it more difficult to put secondary 

industry into the region? 

we would lose tha~ business completely • 

What would be the effect on the economy of the region 

should the plans for a secondary industry be 

·rendered unattainable? 

The area of the north country north of Concord would 

have to rely on 1highways for trucking. 

.in other words·; manytypes of business simply 

c~uldn 't be put in on that basis?· 

:t migh,t add in all furness I could send paper out 

by truck, but it would be very hard to import pulp 

by truck-from Canada and other places, and I would 

rather .pi:iy the. ~xtra cos't. to have a railroad there 
' ; ...... · j'' ', , 

an'cl send. it out by rail.· I went to great lengths 
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Q 

· to find c&ipaniet that w~ld buy and be served by 

rail on the railroad sidings.· (Inaudible,.) 

In other words, you do have all of your .marketing 

problems handled, and you do· have the pl.ant sold out 

at the present ti~e? 

A I have customers --- I have the plant sold out 

several times over to different types of people who 

want ·to buy. 

MR. SCHERER: Th,ank ·you. I have no further 

questions. 

Tim CbURT: Any .questions? 

MR. COLLINS: I have one or two, your 

Hpnor. i 

THE COURT: Is this mill which you had an 

option, you s ay, to purchase, this paper mill, so 

called, is .that. the old Franconia --- 

THE WITNESS : Yes, sir. ' 

'l'BE COURT: That i!> the one that went into 
·- .· 

bankruptcy? 

THE WITNE!SS : ')(es , sir. 

THE COURT:, All righ~. 'l(oU didn't say 

anything about it being Franconia and counsel. did in 

his motion for continuance. You just stuck in the 

paper mill. It is the Franconia Paper Mill • 

MR. SCHERER.: Yes, your Honor .• 
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THE' COURT: Why not the full story? 

MR.· SCHERER:'· I didn't intenc;I or didn't r -.~ 

;'tHE.cotm.T~ I just don't c1pprove of it. 

MR. SCHERERi. I didn't mean to do anything· 

other than to present the wli.9le. story, your !lonor. · 

THE COURT: · You fi1.ed a peti, tion for an 

~r,i;angement and then wi thcirew- that and filed a petiti n 

for. straight bankruptcy, and it wa.S: found bankrupt, 

wai. it? Do , you )mow?. 

THE WITNESS: Yes, sir. 

THE COURT: · And it had be.en bankrupt for 

$ome time? 

THE WITNESS: Since last April .. 

THE COURT: . Last April, 1972. 

When did you first_ start your negotiatiox:is 

.£or .this lnill? Whd were yell before that? What 

position d.i.d you hold pe~o:re :that_, before .yeu 

started your negotfat;ions f6r the purchase.of the 
' ' ' 

paper mill? 
' ' 

Ta:E WITNESS: I was vice preaide11t Of 

another· paper· miiL 

THE COURT: 'Where is that? 

THE WITNESSi Pleasant Valley Paper Mills 

in Lawrence, ~ass. 
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THE COURT: Bow long had you· been there? 

' THE-WITNESS: About a year with the, 
·y 

' .'_. : .. · t,. . ' .,.--·v.,. . 
fleasantyai1ey !;'aper Mqls. I helped to put that 

' .', • J ~ 

package together, too-, s Lz., 

: · .. _ ' .. :··:. ,.~~ i~P!~ i r:_~hat 's - enou.gh. Do you have any 

questions? 
~ ~:. ~·'.,-:_~i-- ... -~.:-~·· . ' 
G'O · foA:fard • · · 

Cross Examination by Mr. Collins 

·I believe that you testified .that you expected to 

ship into the plant at Lincoln 50,000 tons of pulp 

.;Ln a year; is_ that correct? 

Yes, sir, 

That will come from where? 

1\bout 30 percent would come from the south and_aJ:>out 

70 percent fr0111Canada: 

THE COURT: What was the purchase price of 

· this paper. inill, so.:.caUed, that. you were to put 

in? was it your company that wa_a going to put · in the 

money, from Lawrence,· or_ you? Who were the.parties 

to this agreement _I have been trying_ to loo]< into?· 

'l'HE WITNESS: The Profile_ Paper? Me. 

THE COURT: Just you individually? . 

THE WITNESS: Yea • 

. THE COURT,. Not the corporation for which 
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you .worked?. Yes or no • 

THE WITNESS: Well, i am putting the money 

in for the corporatio.n, yes. 

T.HE COURT: · How . m~ch · 111oney? . 

THE.• WITNESS: · $0 far :C. have put: .in 
• ) I~ 

$7St,o661'" I·wHl}ha~'J /11:'otal o:E$200,000~' 
• ,·.- ... ~ " !" ~,--.:I"'"" . ~-- (' 

' ~ ~ < . • _'._,-:. 1_ 

.• ,c0,1!1:pany4 

THE COURT: You. ·are' pµtting it 'in for your · 
•,' ' -~ .. -~ i ~...,,..._ \, ~s\ tha!!:: ,whi'!ct you .say? · 

,f -~ . •-.-.'~·"I 

.THE W:TNESS: Profile Paper Ciorpo:tad:on. 
_;·-_,, •. -1 - i 

'Tha:t. is "my' company. 
/l'HE COURT: ff ave you talked with' them ' 

·• about; this arrangement be.forehand? 

THE WITNESS: Talked with whom, .sir? 

THE COURT: If you were putting it in, 

for the Lawrence--,~ 

THE WITNESS: La'\\r;ende is· anc:h:her 

corporation al.together. , It is not connected 

whatsoever. 

T.HE COURT: .For \_'i'hat company were , you_ 

putting th;i.s money 'i~? 

'fHE WITNESS : Thi,s money I am pu tt;irtg ill 

this 35, ooo · I have already p~t in., is- for Profile 

Paper Corpor1:1tion. 

THE COURT:· That is another · corpo_ration? 

.· THE WI'l'NESS: Yes• 
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; '", 

Q 

Q 

'l;'HE COUR'l'1 · ~re i• that? 

· THE wrI'NESS: That · 11;! a Delaware 

corporation. 

'l'HE cpUR'l's Where ·111 Delaware? 

'l'Hl!l W:ITI_qESS I I don' t know. lt ia a 
Delaware c~po:ration* 

THE' ,coua'i': w~~t part o:ii Delaware?··. ~ou 
J • , • .:1 ~ .. \·,, • s' 

rclon'' t! kn~?: .; 
- ). 

. '-.:,._--· 

'' :i 
' ,\~i tQ$SS • 

' ' 

'-MR.' S"CHERER~ 
. ' ',·· - . .. . I': :v, .. 

;J.t i• a cotporation _formtid 

THE q)URT1 . No,, no. I run talking , to the 

THE WITNESS: It is a corporation. tlu1t my 

· lawyers had formed for me in Delaware, air,' and we 

A· 

·.are presently operating at --- 

THE COURT,: Mr. Collimi ; do you want to 

ask any questions? . · · . · . ··•. . , • . · ·• · • 

MR. COLL1,NS1· Ye•·, I bay,Hi few queationa. 

THE COURT: .Go a~ead, please. 

Where are the principal office■ of PJ:Ofj.le Paper 

.corpor~tion?_· 

100 Charles Riv.er Plaza in Boston. 
' ' 

'l'HE coUR'l'i .allve they offices in Delaware? 

THE WITHESS1 "No • 

They are incorporated under the laws of Delaware? 
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A yes.· 

Q 

A 

Their ·only_ office is in Charles River, or ill there 

an office in Lincoln, New Hampshire? 

We have a Post Office Box number in Lincoln, New - 

Hampshi,re, and we are using the office there n01o1 as 

our auxiliary office at the· plant._- 

Q _ You _are presid,ent of that corporation? 

A Yes, sir.- 

Q Arid you are··:aware of a].l of its negotiations? 

A·,· Yes, sir. 

Q >And you hav_e t,r9jec-ted what buad.neaa you will ii~. at 
:,:, . 

tth~ · forme?t° 
1
frani::ontl.a i?iip~r Mil.l if you purchase ~t; 

is that correct? 

_· ·&-e$, sir./; 

Q And you have projected 
• ,.-~; ,.. "·. • : "1 t. ' ~-~-- ·.,. 

, "'iBE COURT: l'hes_e are ·all leading - 

Q 

A 

Q 

A 

questi<>ni;. 

MR. COLLINS s All right; l will stop 

leading , . your Uonor. 

. THE COURT: I wish you would. 

How many tons Of -pulp will you have sh.i,pped into 

- Lincoln, New Hampshire? 

It will run in the vicinity of 50,000 tons. 

How many carloads would you estimate that will be? 

I haven't broken_that down to carloads, sir. 
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Q Do you have an idea as to how many tons a car will 

hold? 

a 

A 

Q 

Q 

TaE COURT r Never mind ideas. Facts. · 

Do y;, u know how ·many 

THE COURT,· . Ideas are a guess. 

We have 30,000 "--- 

THE COURT: 'Go ahea,t. ,Not ideas. 

How.many? 

We have a 30,000 ton carload and a 40, ooo ton 

· carload on those tracks • We CBJl '. t '.bring i_n 

ioo,ooo tons. 

Row many tons of coal, if any; do you intend to 

· !:lhip._ into Lincoln? 
( 

A fUH_YE!,ar's su,pply,_ ~.p_cording to the last five 
1; . ' ' ' : ' ,- . 
1.years' ·rec~rds., and.thtlse are not my .projections, 

about 50,000 tons a_year. 
l, :; 4 ""'; .... ' . ~~- .~ ·, • " -: 

~ • · ' i . ·_. ~, - ..) _: ~ . 7--' '. 

i,Q. , ,wnere ,do ,you '.expeest .that will 'COl\le from.? 

A , pexms;ylvan~ •. ·., ,, ,.,..,: 
~- ); .. - -., ~.- :!< •t ,; f;· ... )>(J 

Q Will 1:hat come by rail· all the way? 

A 

Q 

A 

Q 

Yes •. 

And over what lines o.f the B~ston & Maine Ra.il.rQad 

will that --- first the pulp ..,._~ come? 

:r don" t really know what lines they will use. I know 

they, had to go through Concord up to LincolJi. C 

Some of it----, 
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A Some will come all the way through the line £ran the . 

south but the others will come in from the west 

Q 

A Finished paper. 

Q · To what points ·and places to 'yol,l intend to ship 

finished paper?. 

'+'HE COURT: You mean you individually? 

MR. COLLINS: No, Profile Paper Corporation 

THE COURT: That's better. 

'JI.. 

Q 

A 

Q 

16 

17 i;. ; 

18 

19 

20 

21 

22 

• 24 

25 

coast, probably, through Concord. 

What do you.intend to ship .c,ut of the plant in 

Lincoln,· New Hampshire? 

New York and Springfield. 

.Springfield, Massachusetts? 

. Yes. 

·And what means of trarsportation did you intend to ' ' ' 

. _,use tc, ship out; the finished product? 
- ! 

-' w~- ali~!)a~ipg,_;_o~ ,u,si
1
~_:rail because we are ti:ying · 

' t'o k~e'p 'th:~ r.rU therJ. - ... -we could use truck. •We 
. . .. 

, -· coulc:H1ave used fruck.13. _ 
~ ---~. ·_, l .~~ '.1 •• ·•. } 1- ·. , 

'"Q ..fuat 'is four present "intention? 

A , tiail.- •:::- 

Q 

•_,r- :~ ..... ~. -~~ 
· . ., . J ' •• ,; . ~ 

And that will be loaded into rail cars in Lincoln, 

. New Hampshire? 

A 

Q 

Yes. 

And shipped by rail all the way 
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A --- to New York and to Springfie'.!-4, 

Q Will you uae the same ·Size· cars· ;to_ ship the pulp --- 

strike pulp --~ the finished product'( 

.A • Yes, 

/ 

you. 

· THE comi'l': Who -first interested. you ·in .. · 

the FranconiaMi~l? ~ame and _address?_ 

THE -WITNESS:. The· .Franconia Mill? 

. THE co~T: · Yes. The one you were to 

purchase, 

THE WITNESS:. When I was at Pleasant 
, · 
,:Vall.ey Pape·r Mills. 

THE COURT: Who? 

THE WITNESS: I was with a man named 

:Joe Ardine. 

THE COURT: What about him? 

Tm:. :WITNE~S: lie. was the· pre$iden·t .of 

1Pleasant Vdtey P~per Mi,ll,S. , I 
Tik -·c6URT:'• l!~•'was tlje firs·t· one who 

.• : r . . . _f.; 
•• , : / 1t • · ·~ .• • • · 
talked about that matter?.· 

/ THl!l ."WITNESS:: Yes. 
,.;;._,. J, +' ,:;r .. 
i . l 

THE COURTt'what is .his address? . . 

·.: T~ WIT)lESS:. Zl C.irial Street, Lawrenc::e, 

· Massachusietts, 
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0 

A 

0 

A 

·o 

A 

.o 

0 

THE COURT: That's all I wanted to know 

for. the record. Go forward. 

time, your ~onor. 

Cross Examination by l-tr. Weinberg 

· Mr. Normand, do you know a Mr. Marcalus? ·. 

Yes,· sir •. 

.What is his •full. name? 

.. Robert Marcalus • 

·Do you know whether.he was the .owner of.the Franconia 

Paper C.orporation --- whether he was the principal 

officer of the Franconia Paper Corporation prior to 

1970? 

Yes,_ through another corporat;on. 

:Corporati9n; yes. He' was· the principal. · 

He was the principal offic;:er,;cµld do yopknow whether 

.. that :--..i whether ~r not that cQrporat_ion filed .,a 

petition -Ln bankruptcy in 1970?. 

A· Yes, sir.· 

MR. COLLINS; I am all through, your Honor, 

MR.· KILLI<ELLJEY: I have no questions at thi 

Franconia Paper 

THE COURT: We/have been. all over that. 

,; " )•'.i ")THE -WI:;t'NES9: (¥es, sir. 
~ ... '.,.. ·} ' / .l_, 

Anq with whom are you dealing in the present -- 

'THE(CO~T•~ I am at a loss, ;i: haven't got 
, -1 • ' . --~. f ~' - 
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these so.-called agreements. With whom did ye12,·:~ 

into these agreements to buy the paper mill? With 

whom'? 

THE WlTNESS : . Through Black Acre 

Woodlands Corporation, owned principally by 

· ·Robe~t, Marcalus. , · Black'· Acre Realty Corporation, a 

New Hampshire ccirporation, 

THE COURT: It. is named as a ·party ·to 
. ' . . ' . 

these ~greementS; is that right? 
. ' 

THE .WITNESS : Yes, $ ir. · 

Q 

A 

Q 

A 

Q 

·Who ia the principal stockholder of Black Acre Realty 

· Corporation? 

Robert Mar.calus. 

Jiow did :slack Acre Realty Corporation acquire that 

llr~perty; do you know? 

At a bankruptcy prC>ceeding. 

At the bankruptcy proceeding of Franconia 

Manufacturing Ci:':i;:poration? 

A yes, sir •. 

Q · Which .Ls the second Cor};:!ora:tion to ope:ra.te this mill? 

A . Yes, sir. 

. THE. COURT: Is that all? 

MR. WEINBERG: · I wotJ.ld like to file at this 

time, your Honor, the application for leave---· 

,-certified c~pies of thetapplication for · leave to 
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foreclose the mortgage brought by Green Acre 

Woodlands, Inc., which is named in the application 

as formerly named Franconia Paper Corporation; 

Proceedings 72-167 in the _bankruptcy of Franconia 

Manufacturing Corporation. For idehtification. 

(Application·for leave to 
foreclose mortgage marked 
Petitioner's Exhibit · 
No. 22 for Identification.) 

MR. WEINBERG:. I would also like· to · 

introduce the order of' the bankruptcy· court in that 

proceeding granting leave to foreclose ·mortgages 

to the Green Acre Woodland.s, Inc. 

(order granting leave to 
foreclose mortgages marked 
Petitioner's Exhibit 
No. 23 for Identification.) 

Q 

A 

A 

Q 

A 

. Do you .know how Black Acre Realty Corporatiol). 

acquired thei ti t_le in Green Acre Woodlands, Inc,? 

They bid in at forecl9su:re. 

And Mr. Marcalus was equally the principal of th,it in 

.ihterest, in the :aiaekAcre Realty, Corporation, as 

he was in Green Acre Woodlands, wasn't he? 

Yes, sir .. 

Did you know Mr. Marc:ialus back in 1970? 

No, sir. 

_,· 
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A No, sir. 

Q 
•· . . . :· . -r'. · . 
When was th~ •firs't time you met Mr. Marcalus? 

A The first I met ,1r. Marcalue was November 15. 
Q 1972? 

A . Yes. 

Q · How much money have you · paid to Mr; Marcalus in 

consideration ,oi anything connected with your 

negotiations with him? . 

A $75,000 •. 

Q Is that .in cash? 

A· Yes,· sir~ 

THE COURT: cash? 

THE WITNESS: Yee, sir • 

THE COURT: Where did you get it? 

THE WITNESS: .I sold my property, I took a 

mortgage on my property~·', I have property, on the 

South Shore- that I have sold '"'.-- 

THE COURT:_ .Assuming you have, where did 

you get 'the cash? 

THE WITNESS: ,I borrowed $100,000. 

THE COURT: ' Where? 

THE. WITNESS' - Capitol Finance. ' 

'THE COURT, .·where? 

THE WITNESS: Capitol Finance • 

THE COURT: ~'here is that? 
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THE COURT: Boston, Mass.? 
·" '··· I' . • 

!i'HE 'wf'l'NES$: Yes, sir. 

Q 

A 

Q 

THE COURT: And you delivered that money 
, ·, · T ' ;-. ~-._ 1,··.r'"' 
\ ... : . ".'.~ ·\ "" ,. : ~ , :· (.. 

to somebody? 

THE WITNESS: ToMai:cal~s. 

THE COURT: All rig~t. 

Do you have any bonk account? 

At the c,i.ty Bank and Trust··• 

can yi;>u tell us w!:'lat the balance in that bank account· 

•· is at the present time? 

T:EIE COURT: Did you deliver it in cash to 

'.~aroalus, not a check? 

TBE WITNESS: The lawyers gave it to 

Mr. Marcalus. 

Tm: COURT: Did you deliver it to the 

· lawyers- _in cash? 

THE WITNESS:, · It was a check. 

THE COURT: Paya'.ble to whom? 

THE WITNESS:· Payable t() Bla:cl( Acre Realty~ 

THE COURT: ·Get it in the :record~ l have a 

purpose in getting this in the record. 

THE WITNESS: Mr., Barron, representing the - · 

Capitol Finance. Company, and he took charge Of the 

escrow agreements to give the cash to Black Acre 
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0 

' ' _; 
.-• ~ 

!"' 

Realty • 

Do you have the canceled checks? 

'rHE." COURT: 7~ /ooo __ .., 
;R~~\ ~• 

l4.y, lawyer, has cop1

ie's of,.the canceled checklJ. 

THE CCXJRT: You delivered the $75,000 in 
\,,.._, 

lawyer? 

' : ~~ ,WI,T~SS I No' ' sir. It was a check. ' 

THE COURT: To this inan named he:i;-e; this 

THE WI'l'NESS I To Mr. Barron, who is the . 

escrow lawyer for Capitol Finance and for 

·~rthur Normand, made O\lt a $75,000 cashier's check 

and mailed it last Friday to Mr. Marcalus for Black 

Acre Realty for a $75,'000 

THE COURTt Last ,J?riday? 

THE WITNESS: Yes, sir. 

THE COURTt Not at the time of the original 

agreement? ·. 

,TBE WllNESS: .se , i!ir,' 
IJ ' ' 

TSE COURT: Why wasn 1t it paid. then? 

THE WITNESS t . Because I h.ad originally had 

a $50,000 security deposit and~-- at March 1st. 

In or.der to get an extension, which I was supposed to 
have verbally but it didn't materialize, he wanted 

another $25,000 and they wanted it in .a cash deposit 
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instead of a security deposit, a security deposit 

meaning a mortgage of my property. 

I changed the mortgage position on my 

property by capital financing and gave Mr. Marca~.us 

the $75,0001 $50,000 to cove~ the $50,000 security 

/deposit and i2~~00 ,{of ~e additional money •. 
~.. ... ·; ·.· . , -_( l :· . ·. .·._ ·: . . . . 
, -ntE GOlJRT~- Any. further que_stions? 

MR. WEINBERG: Yes, sir.: , -_-_ :-~- :· ~ ·•-'' 

. ~ . 

,-noontime.,. :,.'his.is ,the' last witness, gentlemen, do 
-·;'"· .' . (:: ·~ ' . ·. '.•_. ; _i:, ; ' ' . . ·' 

I understand? We will. finish, rather than taking 

.. a recess. and coming back. Finish now, if you can 

. ·conveniently, of course . 

Q .·you are saying that the escrow lawyer --- wha,t is his 

1:ull name? 

t,.· · Will you ask my attorney? Stanley Barron; 

· Q Stanley Ba:tron, Y?U delivered. the check to 

Stanley Barron? 
. . . 

A No, sir. Staraley· Barron :represented Capitol Finance, 

who gave me a mortgage. of $100,000, of which $75,ooo, 

a check was made out by Stanley Barrop, certi'fied 

cashier's check was made out by Stanley Barron, who., 

at the time that. the reqording ;was ·made in· Plymouth,. 

mailed, according to the mortgage recorded in 

Plymouth, Massachusetts .of my property'. mailed a 
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check to Mr. Marcalµs 
0

in New Jersey, to New Jersey, 

and he had received this check. I:called him at his 

·home to make sure he got it. 

. THE COURT: one question. i:- still have to 

preface i_t by .saying I am at a loss without these 

agreements in my possess.ion. You _paid· this 75, · or 

.··these sumfi now, so we. won ' t · go into too many 

;etails, las_t
1 
Frio.ay_, . :r-ou. said.? · 

"-'" ..... 
k•~•~ f ~ 
---~-✓- 

0, THE WI:I.'NESS.: 

.• THE COURT·: 

yes, sir. 

Di?i you know these hearings 
,' ' 

-~"1\'le:rebeing,cop.ducteq.,here in this Court on that date? 
• ' :. ' ' 1 ' 

· THE WITbl"ESS: Yes, sir. 

TH;E COURT: .Did you or didn't you? 

THE WITNESS: Yes, 'sir. 

TllE COURT: . You. paid nothing .on the. day 

,that you executed this so-cailed option to pur chaee , 
. ' .. ' no money at all? • 

THE w{TNESS:' I agreed bo pay ~50,0bO; 

THE CotlRT;, You paid' no cash? 

THE WITNESS:,. · No, but I gaye a security 

deposit. 

THE COURT: You paid nothing? 

THE ·WITNESS : · I paid · a security. deposit, 

$50,000. He could foreclose my property if I didn't 

pay. 
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THE cotntTa .That is the question I asked. 
~ 

I 

0 

THE COURT: Do rou understand me? 

.. MR. WE~NBERGi Yes; your Honor'., 

Q ·.· Can you ~cquire .:frbm Mr. Barton the canceled $75,000 

· · check to w~icb · you ref!;l.r? 

.I .em sure that my• lawyer can do this. He has 

· photostatic copies of th~se checks. 

MR. WJ;;INBERG: can you provide that for the 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

THE WITNESS: Yes, .dr • 

THE COURT: I want this matter thoroughly 

· investigated. 

can you 

MR. SCHERER: 
.'' 

-;~rid .th·at ~heck ~as made out to !Hack ii.ere Realty? 

Yes. 

'IA .i,~ rnr ·understa_nding, yes, sir .•. 
. •. ' 

what other _assets·do you have at the present time? 

I pl~dged ~:u my assets,· s.ir •. 
You have ~q other assets .at, the;. presen.t time? ,, 

I pledged a it:otai of $465, 000 wo;:th of p~x:chilsE! . and 
. . . 

sales agrel!!me1nts of land that :t owned on. the s6uth 

Shore. 

Do you have. an· appraisa·:). of that land? 

No, sir •. 

Why do you know it is worth $400, 000? · 
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A .Because the people have bought it and it has gravel 

and it has water and it is very valuable land. 

Q Has anybody offered you any money for it? 

A Yes, they offered it and I accepted it. 

Q Who offered you money for your land? 

A Consolidated Trust. 

Q ·Who is Consolidated 'l'rust? 

'A It is a development corporation in· Boston. 

0 When was it .formed?· 

A . '_About a year ·ago-.' 

Q _In October of 1972, wasn't it? 

A I• really ·don• t know, sir. 

Q 

'' ,\ 

Cl 

Q 

A 

Q 

A 

Cl 

. Do you know the three principals of Consolidated 

_.Trust? 

:'le~. siir; 
;' . / 
'what. are their. names? 

:A \ ' Marvin HarE>ld'and Simeon Niles, 
~ -~ · .. · ·., :J \ ;'" •. " l.. · .. ~: 

Mr. Murphy, I'm not sure of his 
• • • ~. > •• • ;,, : -- • ~' ~ ,- •• ,, / --~ .t' .• , •, ·.•. . . . 

'Aiid tl)at:~ae a '.d~<::laration of trust filed _in the 

Suffolk Registry of Deeds? 

I imagine .so, s'ir. 
.- : 

. And did they, as such .trustees, offer you $400,000 

for this. land? 

yes, sir. 

Is that offer in writing? 

and I think a 
. ' ' 

first name. 
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A Yes, sir. 

Q 

A 

,.-.•·-. 

Do you have a copy of 'the offer? 

Not with me butl can preeent it to you, 

MR. WEI~BERG: . can that be presented in 

. the record also? . 

MR. sc~RER: You will ilave copies Qf. al:l · 

· the documents ,· We gave them to you --,-_ 

'l'HE COOR'l': If :you want it, ~ou wiil see it 
. MR •. WEINBERG1 I have no copy of any offer 

of Consoiioated Realty, 

-MR~ SClmRER: You have offers of purchase 

al)a· sale agreements, though. 

TaE COURT: If there is one in existence 

·and in the possession of counsel, counsel will 

·produce i.t. 

- MR. WEINBERG: Will counsel produce an offe 

;,made ,by Cpnsotdated. 'l'rust to purchase from • 
Bi:, Nb~~<V ·~Clt'' $4.b~:· oo6i the 
" .. '!-rt / ; · { ••. · • • .· • _ ' . 

owns in xassachusetts?, 

... _, ._ 
real estate wh4'ch he 

~ .. l -~.~-. 
'.' . ' . . ~ ... SCHERgR'~ we don't qave an Of fer•, We .. 

.. ~ ,'•·· '•'\ ··, •• ,. \' ~,r,-- ... ;_:. •', ·:._ ·.:>·..; . . 
entered_ into negotiations resulting in an eJfecution 
6f' bindin;, ~~;;c~aie and Sale ag~eements which you now 

bold •.. 

THE COURT: If it is within your power to 

produce this document, do it •. 



• 2 

.3 

4 

5 

• 

• 

6. 

7 

' 8 

9 

10 

11 

12 

13 

·14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25. 

4-81 

Q 

A 

Q 

A 

MR.. SCHERER: I produced --- I. might add 

that we have --- 

THE COURT1 No further colloquy. 

MR. WEINBE::(tG: Has this been executed, 

··this 'whi.ch I ho.ld in .my':hand? I don't see any 

execution. 

· MR.. ,SCHERER: This is a xerox~4 copy of 

the exec;uted original, sir. 

shows the principals of Consolidated Trust and 

.Mr •. Normand. That one seems to be missing; an 

execution page. 

There are two purchase and sale agreements. 

.You also have been g,iven copi.es of the purchase and 

. sale agreements on the New Hampsh.ire property, 

although I believe we took a copy back with us. 

Is this the agreement that you sa.y you have entered 

· into ---· this· is a copy of the. agreement you say. you 

entered into .for the. ,fiale of lands in Massachusetts 
to the conso1idated 'fi'ust? 

This is one portion of.it •. It is in two portions. 

Jl.t the time 
.. ,, t 

J', . o~ tOi ·graVe·a. '-, ,· 
. , ,- • . • I 

Page 3 shows signatures 

- . . . 
there was. ty'o portions, 

/ ,.;.'• 
l-·'! ;· . ' 

one for land· and 

Thia is the mineral rights; is that right? 

This land is adjoining 

the town gravel bank of Middleboro, 
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Q This is for $2 00, 000? · 

A Yes, sir. 

Q 

A 

Q 

A 

.,,. . 

:0 

A 

Q 

A 

Andthis unexecuted9o_py of an agreement, you say-, 

for, the punchae e o.f. the land, you say that was 

executed? 

Yes, sir~ 

And that was fox- $~451000? 

Supposed tq have .been $265,Q0O,. ;:ie _have a new,· 

updated ~g;eement, which is $2•65. 

Q 

_A 

r' ., 

. So this doesn't represent thE;l more 'complete· stage 

of you-r neg,otiations and obligation_s with the 

Consoiidated ·Trust? 

I think the 240 was minus the deposits that they put 

._dawn. 

'Aside from that, do you have any ,_other assets.? 

"Not that is not; pledged. 
. . 

D~ you have. any other _assets? 
<Other than what? . other :t;han that,. I do; sir •. I have.-. 

other asaeta . other than that~ 

what. aze thos!;! ·'assets? 
. . . ' 

1 have a building and land at the corner of JJl'.ast 

Grove and _Wareham stree·t_s, Middleboro,. Ma_ss_., and I 

have land iif' south Middl'.eboro .. , Mass., about two 
~-- ~.,.. ✓

;_ Mre,.s ,;' ".'Pd/I ,have ia lcrt{; in carver, Mass. , on the 

waterfront. 
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,· 
Q That is the tota·Lamount o.f your assets other than 

this land in Middleboro? 

A 

Q 

Q 

.; A 

Q 

Q 

A 

-Q 

Q 

A 

Q 

Yes, sir, I can get a financial statement at any 

time you request. 

Do you have any bank deposits at t:he presenttime? 

I think the deposits are kind of low. right now. 
. . 

I am waiting for._more funds to come in. 

So that unless the bank or the cap~tql Loan company 

wa11. willing to offer you additional loa.n g'rants on 

··the.basis of what they thought was the pi:ojected 

:profits to be .made from .the Franconia mill, you 

.wouldn't get any financing? 

. I stand .a chance to lose my 7 5, 000, sir . 

·And you also stand a chance of not getting the 

financing to make the balance of the purchase price? 

.Yes; air. 

_ What is that purohaae pri.ce?· 

$1 million •. · 

$1 million? 

Yes, sir, 

so far all you have put into.it is $75,00o.?· 

So far I put in $75,000, p],us three months' work, 

sir. 

If you walked away from this deal now, the most that 

you would lose is the $75,000? 
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A If you are looking at it from the angle you are 
·, r 

<saying: - ,fafi! <h I 'talked away from it now, I could 

_, ;.ose a yery, g_ood _l;):usiriess _that brings in about 
.~•· ' 

Q 

A 

$2 million a year. 

What business_ is that? 

The paper company, the paper business. 

Narrcw that ,d_O\ffl. What business particularly are · 

_you referring to, your projected operation of .the 

A 

Q 

A 

mill? 

Yes, sir. 

-·You .can't operate the mill unless you have the 

·capital to buy _ the mill. 

That's right, sir, but based on the sales that I have 

promised to me and based on my projections and what 

·the mill really did, what it is thought it could be, 

_I can get the financing• · That is what I am placing- 

Q 

A 

·my con£ide_nce in. 

on what assurance do you,s~y y~u can get-tile_ financin? 

I am basing it 6n the .fact that the market :fa, good 

for pape:i; and that I do have a commitment to. sell 

. the paper and the _ supplies a:i:-e available and the help. 

is already _lined up. to go· and make_ the paper and we 

are only going to operate the paper, not the pulp 

mill. The pulp mill was the whole culprit of this 

whole operation. 
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Q It is true; isn't it, that any loan company such as 

"th~ Capitol Loan Co~pany, beyond .the $400,000 that 

:Ostens,ib_ly,you ~y9el{nthe sale of the properties. 

which you own in Middleboro, .has to look completely· 
., .•• _'.t·:.~.,:~_i•.,.. .. 
\for th~ ~arqin,gs ;P.f .this mil1 which you project to 

: operate, i~~iP.c.o:,.O.'< for the sa.tisfactiic;n of any loans 
; •. ~ ' I ~. • •. , :\ _i .... \,: ' I•' : '; :- \ . ' 

.Q 

. A 

A 

that it might make? 

I have a purchai;;e and sale! agreement fc>r $465', 000 on 

my proper!Y in Middleboro •. 

What about the $600,000, you have to get that fran 

banks or lending institutions;. Lan.' t t'\lat so?· 

. Yes, but I .have been this way bef~re. . 1· helped to 

put the Pleasant valley Paper Mill into business. 

Q, ·~or.that $600,000 a bank or lending institution is 

•going to lave to look completely.,· is it not; to the 

prospects of earnings of your operations of the mill 

at Lincoln? 

'The bank sets their standards as to wha.t. they want 

to lend money on. 

:sut you. can't offer any security other than the 

. prospects ~f the earnings of· that mill at Lincoln? · 

I offer the security of the mill property and also 

my own personal investments and the operation that is 

· going to be projected and the new situation in the 

paper ~arket today in comparison with what it was two 

.·l . 
) 
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years ago • 

Q Can you answer my question? In addition to the 

$445,000 that ostensibly you will be able to sell 

your property in Middleb9ro for, you don't offer any 
> ,~ - '\ 

· ban,k ~J;\lend~9'"'f1~-i.\tU~fon any security for the 
·· -•- - _, ,i , .. , ;; l'i 
retu'rn-' o1: any monie1{ roa'.ned to you other than the 

,·~, f ,prO!'pea~s .lilf _ear~in~s~ from your operation of the .mill 

·at Lineioln? - •"•·...: 

A 

0 

Tl\a't., b;ised~·on tjle mill's records, of the paper mill 
.,/- ·- .. 

and not the pulp mill. The last five years showed 

50,000 tcins a year. and 50,000 _tons a year is a very· 

good small.business for the paper industry. 

'l'he paper mill did not cause the problems 

in ·Franconia •. · 

The paper mill, over the last·five years, 

by th_e records --- and for once I have a record --- · 

no, I just brought the records I thought you would 

I have -recordf! available that show .50, 000 

tons plus of paper ·every year, and.the same ·average 

was going on -at thE: time· of the last foreclosure on 

the paper mill, but the operation of· the pulp ,mill 

i.s just too costly. 

Mr. Marcalus was versed,,was he not, in the 

manufacture of paper and the ·costs? 
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A Yes, sir, he is a very experienced man, 

Q 

A 

Q 

A 

And he .lost money in the operation of the mill.1 

'didn.'t he? 

Not the mill, sir. 

But he lost money ;in· tq.e p_aper ope.ration, didn't be? 

In the pulp operation~ 

:fhe fact is i;ie went bank_fupt, di.dn' t he? 

A .Hl!I p~li<l ope -'hund,red• cents on the dollar. 
. ,: ',. . ' ·. . . ,· . ' ~- ,- .. ~ ' 

Q .But he closed the business dM? 

VA'·,.· .Yes, ~ir. ~ .. 
_, '• ·, _.-- 

' Q ' "se he was losing moriej during the last few years of 

Q 

A 

Q 

A 

Q 

Q 

···•his operation, wasn't he? 

He invested too much money in the pulp operation so 

· he r·,m out of liquid cash and he closed down his 

·operation the day before a strike, .and it just so 

· happened the people got their unemployment • 

Did you know.John Potter, the man who ran the 
' ' 

,·Franconia .Paper Corpo:i;,at.ic:m?•' 

No, sir.· 

Is the paper making. --- 
. . . . . 

I take that back. I' met him once •. 

He has a lot of experience, has' he. not, in the· 

manufacture of paper? 

He has had some experience • 

And he worked for some large outfit in Glens Falls, 
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New York before he took over this shot, didn't he? 

A 

Q 

A 

Q 

A 

Yes, sir. 

And his shot failed,· too, didn't it? 

Do you know why? 

He went·bankrupt, didn't he? 

Yes, si.l;'. He sold ten-cent paper _:and he made ,a11 · 

kinds Of crazy. bolor.s, real deep colors, .and he. hit 

a market_that was depressed and he.made drop shipments 
all over the country rather than to go with c:me 

. '. r- -i'Q. 

. A 

'6 · :··so in other words the paper making process is subject 
f 

A 

0 

A 

0. 

. . .c(ompany • 

lP : other words, ' p~pe r ~~king 
•.· .- .- .• ,· ,\' . 

._And he tried to operate the pulp mill . 

to many -frailtie_s, and misjudgments in operations 

·can cause serious losses; isn't that so? 

Ye1;1, _sir. 

So that ·if you, too, are n_ot immune fr.an making 

errors· of judgment which· cou.ld i::aus~ a-loss 'in the 

operation; which·· you project ~-'- . . 
. ·--· .. 

You're right, sir, rcould, ~nd J: cart make a lot of 

profit, too. 

so that a bank loaning you $60Q, ooo witliou.t security,. 
based wholly on the prospects o;f earnings from the 

mill, could also stand to risk its. loan completely, 

couldri 't it? 
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A Fr.om the bank's standpoint, the security of that 

mill I think.'will be in an enviable position for 

Q 

A 

A 

most anybody. 

The mill was built in 1900. to 1910. Is that worth 

The times have changed.. Not only the market has 
'. : 

increased fcirthe paper :industry, but also the real 

estate has increased. 

Q , What could a bank or lending institution levy on that 

mill to <3et back· the $ 600, 000 for, __ ;. 

Two and · a half mile.s of frontage. on the 

xancamaqus Highway, and- water and sewera·ge alr'eady iri 

and adjacent to a ski area. 
The land alone has increased its value • 

/1~' o~e~ words,: disC::'ou~ting what you could get for 

the paper mciking facility? 

· - A ,' Yils, '•lr. · ·. iif-1 was a paper maker by trade all my 

_i 

Q 

Q 

A 

Q 

A 

life, 1·would never see the true value· of this mill~· 
·""-' .• . ~ :·.: 'i .:-..-- .. ,_ ;·:\.,, 
I" would be' ripping paper up and looking ~t the paper. 

'.' 

I wouldn't be looking a:t th£! assets • 

What· land are yo\l going ·to get? 

200 acres of land that goes with the mill~ . 

. Not timber land? · 

No, sir, this is developed land. The town hall~ the 

fire department, the police department and the post 

office is on this property. The bank would look at 
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Q 

.A 

.Q 

A 

Q 

f / This is factpr ing. 
;-· ''i hµsirtess) / ,· ·1 

1 " ;~ [ .;) ~~-•::-'• 

0 
•· ·,"I 

the real estate value as well as the paper mill 

value, and as a pulp mill, they will discount 

temporarily, unless somebody came down the road with 

their own money •. 

So that the bank would have t6 go into the real 

estate business in _order to safeguard its $600,.000 

inves.tment(. 

No, sir. They can call 1ieveral of ll\Y accounts and I 

will guarantee in a telephone ciail to get a 

purchaser. to cer·tify the _total tonnage. 

· I'm asking you about a· bank, I 'm · not asking . you . about - 

: if you went broke --- 

_ The accounts receivable is $15 million a year, to a 

bank. This is what they are inter_ested in • 

. so that they would have to go into· a collection 
· ; business to get the money back?. 

They like that. 

. . . . 

.~.• ·:1 s ~ciur-1t;y 1tJia ·Cyoi1 d~fer? 
•. .' ,' ' ·i ); ' • ~ ~ ... : 

A- 

That is their . 

. How would a bank get its security; realize its 

The bank would look at the real estate, number one; 
"'· . -·. ~ .. , . :::-. .·,/' -: .... ·, ·':, ,: -;-· .. 

number two,. the ·mill; number three, the accounts that 

are goi?l<J to }:)uy its paper, and the performance, bow 

the mill is going to be operated, the people that are 

going to be working there, and the proj.ection of _the 
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Q 

A 

Q· 

A 

Q 

A 

'A 

O· 

A 

cOl'lt of materials against earned profits • 

They couldn't look to you personally? 

Not to me personally, no. 

Yet, in talking to Professor Cher;ington, you are 

talking about acquiring the railroad line itself? 

Yes, sir. 

· What do you intend t:o :Oliy that with? 

I don't want to see the .. railroad torn out of there. 

What do.:you intend to put up for that· purchase? 

I, . personally, nothing.. I ~ould look to others: 

So you were just talking? 

No, sir; :r was sincerely interest1:1d. 

You .made no offer of how much you would pay for 

the acquisition of the rail-line? 

A· we talked of the amount of $1 mil.lion. 

Q What were you going tci put up as a guarantee for the 

continuation of operation of this line when you 

I told him I didn't personally.have these ftmds; 

.>t~;tt ,'a· d~~it-1w~ult come forward if we were going 

to get involved, and I told him the state should have· 
, ' . ~,: t• ···. 

to come fil:st, ·a'hd he already said he had a lett_er 

to send to the state. The st.ate has the first. rights 

to buy the railroad •. 
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I only mentioned the fact that I didn't 

want to see this line torn out ~f there and that I 

would endeavor to find people who did have the proper 

Q 

funds to do this. 

But you c;iouldn't;. out of your own personal asset$,· 

. A· 

A 

Q 

•' 

put up anything to,guarantee the railroad>in 

con.tinuiri.g opFrat_ion -~~ this line; ~ould y~u? 

N.ot today but --- not following through the 

negotiat:ions. It w1:1s my intent to get an option on 

·the line. ·5 

You had more th~n you could handle in buying' the mil'i, 

'didn't you? 

I explained this would be through others. A very 

· :feasible approach, sir. 

MR. WEINBERG: I have no further questions. 

Redirect Examination by Mr. Scherer 

J'ust to touch on, a very few points raise.d by counsel 

for the-Boston.& Ma;lle.RaU,road, there is a lot of 

testimony on cxoaa examiriation :relating to your 

personal assets, and perhaps for the berefl.t of the 

, 'court :.~e :. can 9,+Y~ ~ .c,le:'i~er picture concern,illg 
• --·.•· .• .'. ' . •• :- _! 

·precJ.sely what your .as,ee.ts amount to and how much you 

are going to b~ B,Utt~~g into the acquisitions.and 
•. ·- ' /'\ 
operationiofi the paper mill up in Lincoln, New 
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Hampshire • 

You testified ei:l-rlier that your assets at 

. the present time are all tied up in .real estate that 

own; is· that correct? 

Yes. 

·. Q 

.A 

·;.' 
·_a portion· of the proceeds of which were used to 

supply'some cash ·to Black.Acre Realty corporation 

· through its principal Mr. Marca_lus. It raises the 

_.guest.ion of your earlier plans. for interim 

A 

Q 

Is it therefore true that you at the present time 

don't have liquid assets .in the sense of caah or 

stocks and so forth that you-can draw upon? 

·Just a limited amount. 

There was testimony earlier concerning a loan·that 

·was recently made .by -c~pitol F_inance corporation, 

financing. What had· you anticipated ·earlier would, 

be the way in which you would.be able to raise 

whatever-cash you would need for-,interim purposei;i, 

.. including the making of cash depos+ts for. purchase 

of the.mill inLincoln? 

I had other partn~rs that were supposed to come into· 
. . ' 

this deal .and they dropped off'. 

Did you also anticipate that there would be a closing 

op the ---in.respect to your property in 
r 
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be ·governed b:{·.the pu.;-chii$8 and sale agreements that 

Mr. Weinherg,-sh~ad to the court a few moments 
:_.. '. ·. '' :-_;•: 

ago? Had you anticipated that there_ would be a 

clo$ing of that sale which would yield substantial 

cash for you for your purposes in New Hampshire? 

A 

Q 

· Yes. 

Could you s'tai;e for purposes. of clarification why 

it wa.s that there were two purchase and sale 

. agreements? 

A · one was for the real estate and. improvements, and 

a two-story house, and the other was for gravel 

,which is going to be used to be sold off on an 

·. Q 

A 

Q 

.A 

Q 

A 

Q 

A 

on::-Project operation . 

was it at the request of the buyer that there be 

two.purchase and sale agreements, one for mineral 

rights and one for the land? 
'Ires. 

would th.at relate.to· his- own personal needs?i ·· 

To his needs , . not. mine • · ·. 
:i:n effect you had_ one agreement to seil the land with 

the gravel between yourself and Consolidated Trust; 

is that correct? 

Yes. 

W'ha.t is the total purchase price? 

$465,000. 
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Q 

A 

Q· 

A 

.Q 

A 

Q 

At the tiij\e /4t 'l\bich .you_ ,entered ihto those agreement 
.L,· . . •. ~ ." ~. . 

what was· the total 'of moi:'tgages, liens and 

.-.encumbrances runn;inq,·against the property?.• 
',. :, ." . f,. 

·~65, ooo, 

Yes, sir • 

. Did the.buyer,,p~suantto those purchase and sa1,e· 

agreements., close that p~rchase and sale in time ··:. · 

for you to raise your caahz 

No. I was put in a very embarrassing position. 

When you were, therefore, caugl:lt short on your cash 

· needs to fulfill your obligation to Mr •. ~arcalus; 

.did you then attempt to arrange a borrowing based on 

the value of the Middleboro real estate? 

·Yes,· 

·TBE COURT:· . Of course he is going to say 
. . 

yes to all these leading questions. 

MR. SCHERER: Y<:iui' Horior, Mr. Weinberg, 

in his questionihg, kplied that the borrowing, the 
. . 

reason it took place was _based upon projected profits 

of New.Hampshire. 

THE. COURT I Alf I was _ talking about was 

leading questions. 

MR~ SCHERER: I understand, your Honor • 

What was the security given to Capitol Finance for 
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.A 

their loan? 

The land that is out for sale to Consolidated 

Trust plus other assets that I own. 

I,~~ 

,r .,w··- ~.,: 

,. 
Were those ass.eta reiil. estate? 

Q 

A 

Q 

A 

Q 

.A 

Q 

A 

Q 

i ,; ~. WElN$R~: .' What was the· last.? 
""' J_ '. • ;.··· 

. ) -~ 

·. \-~·r·· ~\. .... , 
could you s_tate what real. estate? 

T~e real estate at the East Grove and Wareham streets 

_building and· land and two acres. of. land in South 

Middleboro. 

For the security for that borrowing, was the 

property subject to the purchase and sale agreement, 

·plus ·two other lots? 

yes. 

price? 

Yes, 

p ius. other assets that he. 

What would· you estimate wou.ld be the ,i;air market 

value of those other two lots? 

About $30,000. · 

Therefore the security was $30,000 _or property plus 

the Middleboro property that bas the $465,000 purcbas 

In the event you do not go forward on the New 

Hampshire property, would this affect capitol Finance 
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in terms of the securtty arrangemexits that have been 

A- 

Q 

A 

'Q 

A 

·_f,, 

Q 

made? 

~o. , 

.Therefore it .wa:. a st.raight real estate l.oa.n? 

Yes, based on mypersonal,real e1a1tat~. 
• • 1 • • • 

Was it ,.. __ .did the lende:Ji: appraise the. real estate 
- ' ~ ' . . ' 

4-n· -',tidd;l;e~o;o pri.or· tb Ji\;1king the loan? 
,, ... "· .,.. . ! . ' ,, 

Yes, the lendi:!r took people down in caistruction 8,Ild 
· ): had ,peop!~ ,eet h~ down thete to show him around 

' ' the land. _ 

-•· There was ·s-ome ··confusion resulting fr.om questioning 

relative to the way in which the payment w~ made, 

At the time that the loan was consummaced ," what 

· arrangement was made for sending the $75,000 to 

Mr. Marcalus that he required? 

·Of the $'.l_;00,000 that I borrowed on the land, I ask!lld 

_Mr. Stanley Barrc:>n .if he wo-q1d se~ a check 

_directl:y to Black l<cre Realty ~d/or . Mr• Ma:tc:alus, 

which., as an esci;cw lawyer h~ndling the traruiaction, · 

he did. 

were there any other funds resulting from that },can 

on your Middleboro property which you anticipate 

will be used for inter~ financing purpos~s £or lfew 
Hampshire? 

Yes. 
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Q Could you e;xplain a little bit? 

A 

Q How much money did you receive from the loan? 

A $100,000. -- 

Q How much mone~ di('l·you send·to Mr~ Marcalus? 

A $75,000 • 

Q . . ~f the remaining $25,000,., how much is belng used 

_/,,.;.,,-for pl.µ'p($es,' -o.th'er. than'~ew Hampshire? . 
. . I,,.,_ . / .. . ' '. 

A 

Q 

A 

A 

0 

we have costs that go along not only in buying the 

mill, ,to have costs in hiring attorneys and 

accountants and .. other costs. 

About $10,000. - 

. ''l'h~p,ef6re tl:le. balanc~· is. being used as_ additional 
\, ~ 

.- . e;xpenditures. by ye>u in respect to New Hampshire? 
Rigl;1-~•• _ --· 

·,If New Ha~pshire - does not go forward, what will be 

you:r: personal financial loss therefor?. 

·---~ would say about, inc~sh, about $75·---$90,000, · 

not ·counting .what I spent, about· $100,000 in cash, 

plus loss o,f tlnte anci loss of position becaW1e I 

resignedfrom·the other company. 

o · was Profile Paper Corporation in existl;lncie prior 

to _the time that you began negotiations.on the 

New Hampshire property? 

I'm sorry, I didn't get that .• 

Has this been a going corporation s= some period of 
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time? 

A Profile Paper is a new corporation. 

Q For what purpoee was it formed? 

A · ':t'o accept .the purchase of .the Franconia Paper Mill 

into a new.corporation. 

Q Are you th.e principal stoclqlolder in Profile Paper · 

Corporation? , . 

A. . Yes, but .I have stool<;, available in case l have to, 

bring other.people in for extra financing by other 

'banks. 

Q Do yo~ anticipate you personally will make an 

investment in the corpox-ation for the New Hampshire. 

•. property beyohd the $75,000 that you have already 

made? 

A Yes. 

A 

,;. <t.,, ~,t .. ~ 

8 , :aow ~uch ni~re:_do you; €hink you will be putting in 
as a part of the total financing package? 

: •. _.:. -~, .·. __ '=·.· ·;i ,.,. :j• ~ -r-C·r· ~" ·::, _: _·_ _ .. . 
Totally I thin"k. I will be 'putting in about $225,000. 

Q 

A 

Q 

Mr. No:cinand, b~sed up~n apprai~a.J.s that have been 
. . . 

done and that are currently under way, what do you 

think the.fair 111arket value of the 200.acres of 

real estate, standing alone, ·would be. at the present 

time?· 

About $1 million • 

How much of that, or how would that be used? Bow do 
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you justify that money? 

A 

Q 

A 

A 

J 

A 

Because I have checked the surrounding area. Bouse 

lots are going $15,000 to $20,000. 

Bow much could be used for hous'I! lots as opposed to 

indust:dal? 

Bouse lots in the general are~ are around $5-. or 

$6,000. 

From the standpoint of discussions you, - are now having'. .. 

with banks, would it be a fair statement·, based upon 

what Mr. Weinberg said earlier that much of the 

security fol:' the bank would be. the real estate itself 

Yes. 

Q 'Do you happen to know, at the time that the bankruptc 

proceedings went through earlier, fran Mr. Potter 

what was the appraisals at th.at point in time for 

_.th~ $.al.vage 'value of th~ machinery and equipment? 
. I ..i .: . ~ . I ) .. \ 

I don't have anything 'in writing. 

Q \~. Dc(you ha;'~;. ,n::( fdefwhat that would be? 
.. ;,,,,,-• ' ., ... ~• . , . ~- - ·· .... 
A . Judging from appraisals I ,J;lad in other mil.ls, . I . 

• •. l ~,, .... , . ,., -i 
· .. wtlluld say ,,about; .a; million and a half° dollars-. 

Q.. In any. event, there would·'.be residual value i~ the . - . . 

A 

real .estate and machinery and equipment on a· salva~e 

basis to support a loan?. 

Absolutely.- The insurance --- if I may add,,"in orde 

to get this plant properly insurer.i•at replacement 
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Q 

A: Marcalus. 

Q 

A· Absolutely none .• 

Q Were your origin~!. negot:iaticms · concerning purchase 

.,fa>£ ~e plant ;in New Hampi4hire with 'Mr. Maroalus?. 
I ,-• * •· '\ t .J-

0
.,. • / . , • 

A .;:~ ... ····~ /. ; .i _,.. ',._,.,.;. 

Q 

Q 

value, my insurance policy would be $17,500,000 • 

As a down mill, it is only worth about $3 million, 

but as a going mill. the replaeement value is about 

$17,500,000. 

To sell the mill after it is <;1oin9, .it 

~ould have been.about $25 million. 

At the time you entered into the original opUon 

agreement with Mr. --- l'et me ask another question. 

Did you have negotiations conce~ning --- just tell 

. me, who iii it you had those negotiations with in 

respect to the pl.ant.in New Hampshire? 

Mr. Ardine was mentioned earlier. Have you had any 

negotiations with him or does he have any role at all 

.in .respect to New Hampshire? 

Had he.J:ieeti.th"'..previ()us owner prior to Mr.·Potter? 
r..-·~;t ,-' ~. :f l f i.:_ 

:: ·ie:f~ \ · .. : r~~~1 1 
• / :...,. • .,. .._, : • 

A 

Q 

.• Have. you had.1neg.o,:.tations with anyone -other than 
. ' I '. C .• ' 

Mr. Marcali.ts and his lawyer? 

No. 

At the time that yoµ entered into the option agreement 
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could you explain a little more fully precisely what 

the nature of that security deposit was? 

THE COURT: What was what?. 

MR. SCHERER: What the nature· of the 

security deposit was. 

THE COURT:· Didn't that all appear in this 

agreement? " 

MR~ SCHERER-: Yes,· your Honor .• , 

THE COURT: Had these agreements been 

produced- today, it wouldn't have necessitated so 

many questio~s. 

MR •. SCHERER: I l.Ulderstand, your Honor. 

THE COURT: I have ordered you to bring 

in that agreement, That's that. I think i:t may. 

clear up a. lot of these questions .• ·. It may not. 

MR~ SCHERER: If you would like -- 

THE COURT:· The. Court was in the dark fr0111 

.the start and· J: c,ouldn' t get a foothold. 
'-, .• ' 

.MR. SCBll:RER,: I will introduce them, youi: 

Honor, copies Of the.tiriginal option agreement 
.! 

. THE° COURT;. By' the way; one further _ ... > I ~,~', ,.' •,. ~~-~•_{ 

document~-- yi'hen,to{i_paj_d'this $75,000 last Friday, 

did you sign any fur.ther documents? 

I signed the documents on the 

first of .Ma,i::9h, ,sJ~. 
' ' ,! • ·- .' : 
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THE CO'URTa I am talking abClllt when you 

deposited the 75. 

THE WITNESS : No other documents. It 

wasn't required, 

required? 

THECOURT1 There were no furtheJ:.' documents 

THE _WITNESS : · ·No, sir. 

MR. SCHERER: Mr. Normand is not an 

attorney, your Honor.·· 

THE COURT1 That would be in this missing 

,agreement; right? 

MR. SCHERER: we · have . about 2 5 documents, 

your Honor. 

THE COURT: He said there was no necessity 

of any further.documents, so ,all.I say, the 

provisions with respect to it are all in the original 

option agreement. . That is what he says•· . 

·TBE.WJZ'l'NESS; Yes. 

THE COURT t · ·Don' t you say anythiq"g. · 
. . 

differently because he says .that.·. Right? 

THE WITNESS: Yes, ·a1r. 

THE COURT: Are you in a quandary a till? 

MR. SCHERER: No, your Honor' I !1111 not. 

we will submit, your Honor, copies of the 

ori9inal option,, the pranissory note and the mortgage ,,- -- .. ' 
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Q 

A 

and al.l the• docum!3'1ts, and I will separate them into 

two portions in respect to MiddlebQro.. we have· 

purchase and sale, agreements plus a closing packet· 

of doc\lments used for the purposes of the loan 

. last week. 

· I will. also ·submit the documents ~elating t 

New Hampsh,ire and, copies of the checks , : 

THE COURT: The documents he says he 

entered into .with respect to the purchase of this 

mill, that's all. Any sane man would want those. 

Mr. Normand, has the seller of the property indicated 

that he is going to cooperate with you in arranging 

the financing and that the current dates that exist 

are flexible dates and can be modified if it becomes 

necessary to insure that the plant does ·open? 

Yes •. There was a question of credibility and I had 

the security :piled up and :t went past my deadline --- 

. THE; :COURT: Don't argue it. I wi 11 . draw 

. all the conclusions if· I 'can get these documents. 

.MR. SCHERER: Fine •. I will supply them. 

:I have no further questions. 
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{ ... 

' R~crotis Examination by Mr. Collins . 

~- ... f!lr. Weinberg -,.-, •· ; 
~ ., ',,; ~ '. . ,_, ... .: ~ .- .. _,_ "'}, t . ~ ,{ . 

·· THE cbUR'l': ''"I was pretty severe with 

~ f9'fllsel.'t;t>opt :}1ot. producing tl}at bec:<1use I sensed 

~ran the beginning it .would have shortened these 
. inquiries, if I had the documen ts from the beg inning • 

C 

I didn't have ,them. 

Go ahead now, Mr~ Collins, if you have 

something. 

Q 

A 

Q 

' . : : . . 

When Mr. Weinberg pointed out to you the l?1Ck of .. 

success.of the last operator of th~ plant, was that 

.news to you? 

so , 

What makes you think you can do better? 

very simply, I did·a lot of checking in thatplant 
. . 

and 1-. find. that the record shows that there is SO, 000 
. . . 

tons of paper each year the last five years, 50, ooo- . 

plus, including the same amount; mopthly, ,Clll the 1.-st · 

company that went barik:i:-up~; tllat · tpis p~per mill • 
. . 

did manufa:~ture · good paper and had no problems\ as fc1r · 
as the paper making was concerned with the labor. or 

.the mill or the equipment, 

The problems were in -the pulp operation~ 

They put $.3 million into a system. to get rid of the 

liquors, of cooking the pulp. 
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Q Getting rid of what? 

A , The liquors. 1:t is the ~esidue from· the pulp 

ope.t1at;ioni; arid,'ffiey put!$3' million into a new 

'·"' · Tp.e,y, ha:ve a'i\ 0~4. 1ob~olete wood room. They don't 
: ....... .: . . - : ~·-. '\ . ; . · . ..,,. : . 

Q 

A' 

Q 

'• 
bleach plant, and they didn't put in a new wood.room. 

.' '· .-! 

have any drying and packaging facilities or they 
:'-1' .t··~ .. 

• aon••.t have gdod boilers. 

These lacks that you point OU·t all relate to. the 

pulp making business? 

A ·· Yes. 

_ Q. And you don't intend to operate pulp making? 

No. When they make the pulp, they couldn't get 

enough pulp, the paper machines have to stop • 

Q • Where are you going to get your pulp? 

A Purchase pulp. from Canada. 

THE COURT: They are not going :to make any 

pulp? 

THE WITNESS: No•. 

THE. COURT: · So 1;hat the pulp aispect of this 

purchase · is, . in your mind, au t? 

THE WITJ)JESS: Yes. ·sir. .Absolutely. 

The pulp operation as· it is presently run· is no good. 

You need another $3 million to make that pulp mill 

work right • 

You are going to bring in pulp by rail? 

• I 

I 
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A Yes, sir • 

Q 

A 

And your predecessor did not? 

sc, They brought a portion in by rail. 

Q When you say that you had $75 ,.000. of your personal 

.• iponey at risk, Mr. weinb~g pointed out' to you that 
. : - 

1 thete .was a ,poes).bilhy, .i;rl the paper industry of 
..• ',, . '! i . : _. , 

losing 'tha:t'.°, and you made a reference to changes in 

r- {'> _ _the ,Pager flidw:i~ry dui{ing the past two years~ Will 
• ,. -- .· l ~, ·'<lo '•, , 

you ex~J.ain wh~t 6ha~g-es you a:e talking about? 

A · ~he. cy~_le., 'of t:hE/ paper industry was· at a low whe,n 

the last operation was there. Ten cents a pound 

·paper, 

·upgrade, and the projections are that ·the next two 

'. pr three years·.will be very good for ·the paper 

,industry. 

The cycle has reversed itself into a sharp 

Now ·the paper is at 14 cents. 

The price of pulp .and supplies .di'dn't grow 

as high as the' price. of paper has . grown. so that . the 
. . 

profit marg_ill in the paper industrY, today is y,ery .. 

. good, very healthy. 

Let me explai,n one tl,1.ing about this 

company that lost money. In losing money, it shows 

on the records a break.even or loss .of $60,000, but in 

that projection there was a $750,000 sales budget 

and there is a $5,000 budget· that went to the h0111e 
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office, so there's over one million some odd dollars 

right there that were actually not losses. They were 

money put in other directions for other reasons. 
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We don It have a sales department. 

Q How do you plan to accomplish E;tales? 

A We have no out of town. companies to send money to. 

Q · ·How do you pl~n to accomplish aa Lea without a sales 

·t' _,department? ·/ . 
. f . ,. 

The'. P,fes~nt/market; .;,;;';i have entered into, we have 

Q 

A 

. . . 

preliminary agreements with several large companies 

1.. •'.:i'V wh~~~ ei~her, ope :will take our entire output. 
Wf;lre those written agreements? 

::t 'have copies, of· 'the types of orders that we have 

here. 

Q ·'What companies are you talking about, or is that 

· 'privileged? · 

A 

Q. 

Well, at this.point I would rather not have anything- - 

Here is one irom Beekmaxi that witl give the 

purchase orde_r and the t.otal ton.nac;1e. 

(Bdef rec_ess.) 

Mr. Normand,. do you have sufficient_ orders in 

writing to convince you that you can sell all the 

finished product that you can make? 

A Yes. 
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Q Is that why you are willing to risk $75,000 of your 

own money on this option? 
A 

Q 

A 

Q 

A 

Q 

A 

Q 

Yes. 
. . 

And you were aware of the risk·s beforeyou did that? 

Yes. 

Would you like to compare t:l'lat investment to ~75,000 

worth of. railroad bonds? . 

i would just as ~oon take my own chances-- ... 

MR. COLLINE: I have no further questions. 

Recross Examination by·Mr. Weinberg 

M..r:. Marcalus is a good bu.sinessman, in your 
4 / 

j1.1dg1nent? 

~/ Yes,. sir. 

Q He knows value as well as you do? 

1'. 'tro, sir; not'in relation to this mill. 
.Q Be has been ·in business for h'imself ~- .. 

A He. might have: his ~Ii reasons for wanting to sell 
at the•price he did,· but I know the value of thi~· 

mill and this property I believe better than 

Mr. Marcalus. 

He has owned real es.tate .In New Hampshire longer. than 

you have, hasn •. t he? 

Yes, sir. 

And he has owned more paper making facilities in New 
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Hampshire than you have? 

A 

Q 

. ·-A 

Q 

A 

Q 

. A 

Q 

'A 

/0 

·-.., .. ,· .. \ 

A 

Q 

A 

Yes, sir. 

And he presently, through Black Acre Realty, owns thi 

200 acres of real estate that. you are talking about? 

Yes, sir. 

And you say this is worth a million doilars? 

Yes, sir; 

Real estate alone, , and yet he is 13elling you th~ 

whol«:: kit and caboodle for a million dollars, the 

. mill, too? 

Yes, sir • 

You haven't -got an appraisal at the. present ·time of 

this .land? 

No. rt will be ready in about a week. 

)i am a qualified individilal, as far as rea;L estate. 
' ' 

"~h~ ~ui;.'1idef ~bu,·a~· 1 ;x.eal estate apprais-er? 
. . . ··~' .,.· 

I aJ11 a. fotu:th generation builder. I have .beea in 
:,--:·.,. 

<r~~i ?s1:,ate~ ~ '~.ive !a real estate liqehse an<i I .have 
- -,• ~ • ' -·. ' .... ..... . t ... ' . 

been in finance; 
~-• ',,._- r ! ·. •i:·,i,:'· -.., "'•. ~-r 

Q How· many appraisals of :i:eal estate liave you. 111ade for 

others? 

I have run multiple tract areas. 

How many.real estate appraisals have you made for 

others? 

r·am not a qualified appraiser, licensed, no, sir. 
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- ' 

-0 In looking for this $100,000 loan, did you go to 

a regular lending institution, a savings bank or 

A 

Q 

cooperative bank or other institution? 

No, sil:', _I .didn't think I had to. 

Well, capitol Finance Corporation charge,s rates_ of 
- - 

·interest on its l9ans high~r tll,an the ordinary loans 

.from a ~egtjlar lending institution, doean It it? 
From expeX'ience from sellj_ng real estate for others, 

I rea).;ize tllat banks don't give lo~ns on real es.tate - 

.. .A 

l.and read:lly. There is so much _land around, .for ~ent 

to do it_. They have other diversified interests; 

What rate ofi interest are you paying to capitol 

:Finanoe Corporatic:>n? 

,'J;'hat is 'personal. The documents will show. that. to 

the jp.dge. · 

- _ Q · Did you. attempt to get a --- you have come -he:i:.e :in 

/Court a~d yo!i· ~an answer !)OW, Did yoq attempt to 
jY' - ' _·, i,..- -_ .. - , - ; _ , ·•:•. ' ,, 

9ei s 1~1,irate; df ~~te~-~s t - from -a 1!3nding " 
_ institution? . 

r·· I "· 
·A' \ .• N;,·_-9-. - . - , - : . 
Q 

A 

t ., ·~. 
> ,/ 

' tlfii.1 L.,, 
' . •.,· . 

sou_ ~~t dgjlt;.: 'tq .C:apitol Finance Corporation? 
• f ( ,'; • ' • j . . • 

i was working . th,; loan through 'others and I did go 
through capitol Financing.~ capitol Finance was. 

recommended to.me. I was,caught in a·very short 

period of time to get the )llOney. _ I was asked to 
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Q 

A 

change_a security deposit on March 1 to a cash 

position, and no bank can do this for me in that 

short~ period of time. The _banks told me they 

couldn't do this~ 

Q 

. . 
' .... 

· As a good businessman,_ WOl,lld you $ay You are 

I was lucky 

Please wait fo;r my question. As a g;ood businessman, 

which you say you think are, you would, in - the normal 

course' of.trying to get a loan, expect_that_ a bank 

_would ~ive you a lower rate of interest on a loan 

than a f;inance c~pariy, wouldn't you? 

A . During the time 

Will. you answer the question? 

A I 'know the banks would give less money. After I got 

.'the loan, the bank told me I would get less money, 

after I got it, not before I got ,it. 

Q But you never asked the_ bank £or this loan? 

A_ - .Not Ln th.it short period of time; I only had .:a few 

days , l.!-nd it lai\de<:i on a weeken~, _besides • • 19 
,• 

20 i 
Q 

i 4 r 

21 
, 

.. .,.i 

22 A 

23 ,q, 

• 24 A 

25 

.... . ·/, ; ". . _,-' . 
'Yet you are sure that tije value of yoµr "Middlebor-o 

- t~~nd/i;,;:~i, 0.00!? / .,. j.( - 
- Yes, _sir. 

• • ·,t' t \..: , ::~""'"' . 
. . , .. . '. ·-,. ~ '. ' ~ .. 

· 'Arid ' yet that was :p lci~ed wholly · to secure ..:- .. 
_ I didn~ ;t hav~ .ap.y. appraisal. A bank requires an 

appraisal. I did not have an appraisal for that, 



• 2 

3 

4 

5 

• 

6 

7 

8 . 

. 9 

10 

ll 

12 

13 

• 

15 

16 

· 17. 

18_ 

19 

20 

21 

22 

23 

24 

25 

4-113 

Q What I am saying is you had to pledge your entire 

interest in that property, which you say has a 

purchase price of $445,000, for a $100,000 loan; is 

·. that right? .· 

A For_a fast loan, yes.- 

A 

Q. 

I will show you again t,he o~ly s-ig~d copy of an 

instrtiment which 'pu1;portE1 t.o be an agreement to. buy. 

your Middlel>oro property, and·:i: as~ you whether or 

not the date set for passing of papers was 

· .J.anuary 22nd,: 1972 on ·that, instrument. 

Originally it was. 

.Yet the trust that was buying it from you wasn. • t 

,forme<l,· was it, until October 11th, 1972, on the face 

of the declaration of trust and the agreement for 

· -purchase, 

Q 

AA. SCHERER: There is a typographical 

err~r which f ;pointed out, ei:lrlier • ... ' ' ' 

.. THE CQ~T: A.newer th.e questio,n. 

My lawyer jµst ·informed me there .is a ~istake .in the 

document. 

It shows Consolidated Trust was created by and under 

ari_ indenture of trus_t duly recorded October 11th of 

1972? 

.t 
· You' ax;e ·;!;>.Y(ingi;-ig··,that,,. td .my attention, sir • i ., ,J ·:-· .· .. - :-' : ..-1· i . -> ,_,,, 

Jfad the date fo'i! pas•s'ing of papers· to this trust, 
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'A 

Q 

which was created in October of 1972, was set for 

January 22nd; 1972, was it not? 

January 22nd is right. 

MR. WEINBERG: I W01,lld like to J.ntroduce 

this. I think other copies were provided by- counaeL, 

·MR.SCHERER: I expla-~ed to counsel that 

there was a.·: typographioalerror. · 

THE COURT; If you want to ask any question 

ask it, piease. • Hewe you any objection to .the 

admissibility Of that document? 

MR~ SCHERER: No, I don't, your Honor. 

I object to the procedure counsel just conducted. 

was the same thing true of the agreement for purchase 

of. the.mineral rights? 

A ··;I.imagine so, sir. The same set of documents, 

Q ·I ·show you the mineral rights agreement and the same 

discre~ancy ts true, too, that the Consolidated 

Trust "1as there established as. having been recorded 

'in the Suffolk Registry 0£ October: l+th.1 · 1?72, · and 

the date set for passing of papers to the purchaser 

was January 22nd, 1972. 

Thank you for bringing that to our attention. 

However, the new documents, I hope, are in order.· 

THE COURT:. Nothing el~';!? 

MR. WEINBERG: I will move for the 
) 
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introduction of these . 

.,, 

Q 

THE 'COURT: Are you th;rough, Mr. Collins? 

MR. COLLINS: I have' no objection. 

MR, SCHERER: ~o objection. 

THE ~OORT: Mark them aa ·exhibits .• 
.,:·.:._._ ..... t ::"'· .l,,-) 
Th~y\have uo dl:ij~cti$:rt, 

; ~ ': .. :) '· ... ' J~~-·- ·, .... 1\ 

their a.dinissl,bility . 
. ·-.· f: '.' 

They have nc objection to 

. (Purchase <1greement and 
·mineral rights agreement 
marked Petitioner's Exhibit 

. Nos. 24 and 25 . )· 

'l'her.e is. no question, is the,re 

A 

Q 

'.l'HE COURT:· wait a minute. 

(B:i:ief pause.) 

The- :pulp th.it you. intend ,to purchase will he a cost. 
~ . . 

additional to that experienced by _either Mr. Ma~calus 
-·. ._· .. -.·· .· . .· . 

. ' or Mr. Potter t -Ls ~at rig}:lt? They didn It purchase 

pulp; they manu£~ctilri'e¢i it? 

Right •. 

And if a person owns woodlots and manufactures his. 

own pulp, if he manufactures. it efficiently, )1e 

doe sn it have the margin of profit that you would 

expect the manufacturer of puJ,p·to ask you to pay 

for the same pr.oduc.t; isn't that ao'? 

i 

-I 
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A I'm glad you asked that. In their manufacturing. of 

pulp, it would put them out of business, it cost 

them so much, 

Q 

A 

Q 

A 

Q 

Q 

A 

Q 

A 

Q 

., ' 

What .I am asking you f_or is that there is a margin 

of profit in the purcha!ile e>f pulp paper ~fter their 

costs that you would llave to pay that Mr. Marcalus an 

Mr. potter wouldn;t have had to pay in their 

', operclt~on ?_ 
' •.•.;. ,' ..... ·.,,.I f''°:"•°'4,' ; _ 1 # 

F~r ex~n\~l~/ m~ ik1J;,_,-_,,,i:. 
would you answer the question? ·It is true, isn'.t it, 

-~ .• ;· ' 

they'don; t' pay. the margin of profit of a 

•m<lnufacturer .of pulp when they manufacture their own? 

If a person manufactures pulp 

Will you answer my question? 

A yes. or no answer ? 

Yes. 

· what was the question again? 
' . ,, 

Isn't it true:that they do not have to.pay, when they 

manufacture their own:-..,.~' 

You say~-- 

when they manu Eacuuze their .own pulp, either 

Mr. Marcalus or Mr; Potter; in their manufacture of 

their own pulp, they didn't have to pciy the margin 

of profit to anybody tor the pulp which they 

manufactured? 
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MR. SCHERER1 Objection • 

THE COURT: If he knows • 

Q u y~ know. 
A It has not been established that they .did succesafull 

manufac.ture pulp,• and that is the premise of that 

· questi.on. , 

Q In the.}r man~facture1 they 111anufactured. pµlp, did.n' t 

they? 

A Yes, ... sir. 

Q 

A 

,They di~' t · --:-- when they manufactured pulp themselve , 

on' that pJip ihey didn't pay others. 

'And you wj,ll,h.a~~ to pay a .margin of profit that 

other l)lanufacturers of pulp require from __ .,.. . 

yes, ·sir. W:i.lliilgly. Because, the: way the;,y made pulp,· 

··. it cos'I; too much •. 

I have. 

MR. WE,INBERGI That is the only queati~n · 
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Further Redirect-Examination 

By Mr. Scherer 

0 Would Mr~ Potter,. who was the president of the 

bankrupt corporation, make a profit on this pulp 

operation? 

A 

Q 

A 

0 

.tfo, sir. 

Had he , ope:i:at1:1d the pap.er operation alone, would he 

have made ~.profit? 

According. to the record,a that l saw, he could have, 

if he 'had enough money to work with., 

Did he have problems oth_er tjian· business problems 

. related to the pulp operation? 

Yes. 

Q ,°"( What -,,ertl! those problems'? 

· A ''ae was 1it\ J depressed fua~ket and he' ~as making --- 
, .he had ~a ter ,POllu tion problems. 
f•·· . t.- .. t! . _/, .. , \ .~ .... ,, . :-'..:-~ i ;, .. 
;O bid the water pollu-t:ion problems relate to the pulp 

c"iml;.ll, ~r,·:t:he' ,;t,aper'Jlnill? 
• . ' '• :1 . '. • .•. ':'~ 

A 

Q 

0 

The piilp miJ,.L . 

Had he not.operated the pulp mill, would he have a. 

problem with pollution'? 

No, 

During the last two_ or ,three years in which the 

pulp mill and the paper mill were operated by 

Mr. Marcalua, did Mr. Marcalus make an overall profit 
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A 

0 

A 

0 

A 

in respect to the pulp mill? 

Not in the later years. 

Why was that? 

In prior years, yes. 
Why, during the last two. or three years when he 

operated the. p'\llp rt1ii1. did h~- not lliak~ a profit? 
Because at this time in Mr. Marca1us' caree;i:- o,f paper 

making; the United States government had government 

regulations about materials going into the water,· 

and that water .in that river, being so clear, ·his 

standards were the highest, and through the governmen 

and the state andMarcalus, they.put in .a $3 million 

plant :to help control the pollution to prevent 

material from going into tl"ie river. 

.At the same time Marcalus .put in about 
. . · . 

,, $:2 million or ,$3 million,, into a new bleach plant • 
.,: ' . ) 

Tha~ I it E1noug:h. ·"'ilus-"1?'· ,an:fwer the question •.. 
~-r·.,~,, t ,.··· ,·.} ·~ e} f_ ·_,.· /"'[ • 

. , ... THE COURT: Wait a minute~ • He is. trying . 

·,. ~ 
l 

0 

. A 

Q 

,·, .·· , '\. ,_ ·'-' ..... _ t 1 ,.... .• 
which Mr~- ,cMardal~; had to solve µie pollution 

problems in the pulp mill? 

Yes, and he ran out of cash • 

one la.st question. Mr. Weinberg showed you copie1 

of the purchase and sale agreement, and they were 
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A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

marked. as _an exhibit. 

So that there will be no confusion concerni 

the legitimacy of these documents, would you read 

the first part of the agreement and state what the 

date of that agreement is? . 

Agreement made this 19th day of December A.D. 1972 

· between Arthur 

That's fine. 

.Directing your attention to• the top line 

·of the second page, what is stated to be the date 

for closing? 

·on or. before January 2nd, 1972, .but--· 

That's fine. Is that date, 1972, accurate? 

Yes. 

Mr. Normand 

·I don't know. 

. J:f the documerrt; was signed December of 1972, ·how 
could there be a closing ·.schedu1e for eleven months 

.~arlier? Should that d?-te _be 1972 or 1973? 
.. t . ·/ A · / 191.,3 • . 1 ., • _ _. _ ,1 , , 

t ' ,,i t', .~• ; ' C ,. f'• ·~. . . ', . ·' ~ . / ,.- ' ,~-i. 
Q 'J:·S tha;t ran1 indlift:ati.r.,h ,-_..;-,.. 

.A .,I 111Bde._the. sa111e ~ista~e myself. 
.,. . ; . ;_ ·, ,, .. : '-1. .. : 

· Q, '•Is that· fn fact' a • typographical error, the 1972? 

It ·:i,s ·suppof!ed .to ·be 1973. 

Do the documents that have been executed subsequent 
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to these documel:lts extending time for ~i:'fo:rmance 

include accurate dates for closfa:ig? 

A 

Q 

A 

Yes. 

.Have you cu,;-E:?d, the errc;>r put in by.your: counsel? 

I hope: SO"· 

Ml?.. SCHERER: The typ.ogr-aphicaL error, .·. 

yo\;\r Hc>nor, we,s i;>ointe¢! out to Mr• Weinbei;g before . 

his czoaa examinat;j,.on. 

Q 

20 ... 

21 

22 

23 

24 

25 

A 

Q 

Q 

.was t;hat date of January 1973 the'(!.ate when you.> 

·. originally antic.ipated :t:bel±.e would be a closing and 
you would have cash available for. your purposes in 

New Hampshire? 

Yes • 

MR. SCHERER: Thank you. I have no 

further quea t Lcne., 

. . 

. Further Recross Examination _. 

By Mr. tveinb.erg: 

The two agreements with c'onsQiidatea -'l'r~flt dalle(l ·: 
for deposits with the cigreemertt of $10_,'000 for the· 

land and $1,000 for the mineral rights, $11, ooe. .. 
was that money paid? 

yes, sir. The banks 

as I mentioned to you • 

· Will you show,·-·-- 

shewed a deposit.in the bank 

,,. ".,·" 

' I 
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(A ',_':.'1°heY, ~-h.pw ,a\$8,.!iOO de1;oait . 
Q $11,000 --- do you have a record of, such a payment? 

;- •. 

A ' '-ie·s • · 

Q 

A 

Q 

.A 

Q 

1·.• 

What record do you have? 

It was a $10,000 cash· check. $10,000·in a check fran 

Consolidated Trust to Arthur Normand. 

Have you de~os i ted it iri the bank? 

Yes. 

. on what date? 

.Q 

A 

Q 

A 

• r •":-'·-- 
• ; : 

Sorry, I can't recall, but I can get the record. 

can you get those for us? 

Yes. 

MR~ SCHERER: we can produce copies of 

· the checks, records showing the cash paymen_t of 

$.10; 000 that was made in ccmnection with these 

agreement.;·~ · 

_Do you have. any commitment in· writing to take all 

of the product· of the mill· you intend to opera.te?_ 

I have.se•ieral,. sir, that I haven't taken yet. 
· be.cause I'm not sure whether I wi~l have a raiiroaii 

or not. 

Do you have a commitment in writing, :if. you 

mariu f'ac trur-e paper, that they will take your comp~,ete 

· requirement? 

Yes, sir. 
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Q Your complett output --- strike that. May I see one 

'··· "of them? 

A Here is oqe of them, sir, here. 

That d,oesi•t 13,:; ·~O\l'f ~omplete production, does it? 

A ,Ng, . blfj; yqii..,,9.~ll ti)em 
; , ~ '. ; - . 

Q 

A 

.A 

Q 

.. , 

Q 

; , 
I asked you _:._::_' ;~u said somebody wi.11 take your 

complete output. Show us $omething in 'Wi"iting. that 

you say ypuhave whereby a recognized distributor of 

pc'lper products says he will take your complete output 

This . is: a --- in the paper industry, this is a· 

purchase order •. · 

Do you have a complete output --- 

Right here, sir. As per our discussion;_we are 

interested in purchasing from·the Profile Paper Mill 
.- . ~ '. 

.fn Franconia annual-tonnage of 50,000 tons first· 

quality printing.paper 

. That isn't responsive. Mr. witness, you, stated in 

response to questions by either Mr. Collins, or 
.· ·, 

Mr. Scherer that 'you .had'commitments in writing to 
. . . 

take· -the entire ou cput; o:f: the mill which you ,intend 

to operate and I ask you whether you have that in 

writing, the entire ou cpu't ; Do you have s_uch a 

writing? 

In the way the paper industry says, yes • 

You are unable to produce any sucn writing? 

I 

·I 



• 2 

3 

4 

s 

• 

• 

6 

7 

8 

9 

10 . 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4-124 

. . . 
A I have quite a :l:ew orders here; 

Q Will you produce one which says they will take your 

. entire output of paper product? 
. . I 

11· •• 
I 

He~e _t,li ,,Jil~oth~ ion~..,h~~~ is one for 5,000, 10,000 
i ..,,, . .' . , f r , , ,,. .• t 
·tons·_,:__, these··~ople ·warrt the paper, 

,Th.ere u; nc,m~.wh~ch ,say they will take your entire 
. .,: :- 1 

·output?: ,,· ·-~ ".:, -, . 

A 1!f9t · the w!3,y'y.ou0 ~:r:e describing it •. 
MR. WE:'INBERG: That's all the questions. 

Further Redirect Examination 

By Mr. Scherer 
Q ·-What is your total output? 

A 

Q 

A 

Q 

A 

Q 

A 

_ so,.ooo toris. 

·And what is the order, how many tons does Beekman 

state that they r~quire and will purchase? 
' . 

· A minimum of 50; 000. 

Does not,· therefore; the $50,000:nientioned in that 
' . _,.· ' 

letter represent the.toj:al output? 

Yes, sir, 

MR. SCaERER: That'·s all the. q:uestions. 

That is only one .ietter of many orders, i take it? 
Absolutely, 

MR~. SCHERER: Thank you • 

THE COURT: Does that close the testJmony? 
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we have the ,usual program • 

· MR. WEINBERG: Your Hont,r, may l now 

offer ~'--- l move to admit ,into evidence Exhibits 22 

and 23 which J: offered only £or identification. 

THE cbtrnT: Mark them as exhibits. 

___ ,,,,•· .for 
'" '·"'"- / 

·. MR. WElNBERCk ;they :were marked only i!.s 
{ 
C • 

iclentifita£ion, , .~: •~ ~ :• . ·. r'" •~; . _('·,:· 'i : , ,l· ·1 

. . MR. ; ,i<J:r..rlKELLEi: ' No o:qje:ction .• · 

MR, COLLINS: 
- -· .,..,·,·; . "-·· 

·; ... .- ... · 
No opjection •. 

· (P<!titioner 's Exhibits N'oi;i. 
2.2 arid 23. for Identificatio 
received· in evidence.) · 

.(Conference at the bench i) 

_(Adj curmerrt , ) 
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