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BILLS OF LADING,

COMMITTEE OK INTERETATE AND FOREIGN [OMMERCE,
FPueudazy, March 27, 1508,

The Ciairdax, The subject for consideration thizs morning i3 H. R.
158446, relating to bills of lading.

ATATEMENT OF WILLTAM TNGLE, OF EALTIMORE.

Mr. Townssexp, Where is your homef .
B&MI:. Ixcrr, Baltimere. [ sm cushier of the Merchants' National

nk.

Mr. Towssexp. s thers an assogiation of bunkers inferested in this
bill?

Mr. IseLE. Yes, sir. At tha laet annoal convention of the Amer-
ican Baokera' Association, held in thig city in October I believe, there
was adopted a resolution authorizing the president of that sssociation
to sppoint & coumitter to confer with the shippers and carriers und
these other parties interested in this matter with the ides of perfecting
& docoment which would he entirely sacceptable tw everyonme. We
attempted to frame the matter up and we appointed five pentlemen,
four of whom are present this morning.

Mr. Townsesn. Who constitutea that eommittee

Mr. lvgLE. The committee i3 beaded by Mr. Lewis E. Ferry,
%raaidcnt of the Nationnl Exchange Bapk, snd the members are

Fillism Livingston, president of the INme Savings Iank of Detroit,
and, incidentally, president of the Lake Carreiers’ Associslion, one of
the largest grain carriers in the country, I helieve; F. Q. Wetmore, of
the Nutional Bank of Chicago, which bank, I assume, handles more

per of thiz character than any other hank in the United States:

ames Lewis, cashier of the National Bank of Commerce, of 5t. Louis,
which, in its particular section, dominates the banking interests, I
imagine; and myself. My bank bandles this clnss of paper for grain
and cotton, mostly from the South,

Mr. Towsarxv. State as briefly as you can what you wish to about
this legislation. : )

Mr. Boeke. Yoo have stated that you drafted a bill that was satis-
factory to all interests concerned. What do you mean by thati

Mr. IngLE. That | bad drafted a bill which was astisfactory; no,
sir. I said that committes was appointed for the purpose of consult-
ing with these various interests of the hankers, carriers, and shippers
80 that these three interests, including ocurs, could get together and

rfect some sort of legislation or agreement which wonld satisfy the

mands of the situation. !
3



4 BILLS OF LADING.

Mr. Burke. The ohject of my quedstion was, knowing but little
about this proposition, to ascertain whether you were speaking from
the standpoint of the bankers or whether there wax sn understanding
between the shippers, the carriers, and the bankers upon which they
could agree.

Mr. Ivcre. It was hardly to determine with reference to the
respective interests, because they are all commingled. Their interests
are identical with the interests of the shipper, beeause the moment
the security is questionad, that moment the ank must stop accepting
those papers as collatersl, and at that mootent theshippers are practic-
ally driven oot of business, all excepting the monopolist or those
:;:Tnhg capital enough to take care I}‘F the business independently of

shippers.

Mr. EE:IL&EDEDK. 1a there any sasociation of carriers aiding in this
legislation who are here to ba heard?

r. IsaLE. It is an effort at this juncture to reach & determination
if possible. After our committée was appointed we had knowledge
that there was to be held, in Lakewood, N. J., u conference between
two committees, one on the Enrt of the carriers and one on the part of
the shippers. Wae went to that committee and found that it was work-
ing nnder & very excellent rule from its own point of view. They
bad mutually agreed among themuslves that no other parties should
be admitted to the conference until they bad thrashed it out, and we
had restricted our discussion entirely to two dpointﬁ covared by the
present bill of lading. At first the carriers and shippers were unable
to agree and it looked hopeléss, We thought that prolably they
would pot get together at all.

We afterwards bad u conference in New York with the aniform bill
of lading carriers who bave charge of all matters velating to hills of
lading in what 18 known as the official classification territory, being the
territory north of tha Potomae and Uhio rivers and east of the Missis-
sippi River. It dominates the railroad interests of the country. We
found the gentlemen very polite and pleasant, and they guve us assur-
ances of 4 certuin charmeter, but when we talked the inatter over we
found that if every point waa conceded and the?' had been in a position
to bind their prineipalas it would not have the legal effect of an agree-
ment, c:mzzrl;ilinﬁr as to very important matters which the courta EI-:'FB
determined. 'The courts could not determine a paper was s certain
thing when the er itself said it was not.

The great diﬂi‘:; ty lies in the fact that we bave forty-five States
where g certain number of lawa bave been passed, but only a few have
laws on that subjest. Those are each of a different character. Out-
side of eight or ten States there is no legislation on the subject, so that
these papers are subject to the operation of common law only, and the
common law is interpreted in wany ways, so that the holders of these

pers have not the faintest iden of whnt they have, They must be
amiliar with the laws of the severa] States, but not with the charncter
of the collateral they have taken.

Bills of lading at present issued, so far as [ am informed, are pre-

red entirely by the earriers. Probably that Jed up to the bills of
ading. I might state what & bill of lading is. Primarily a bill of
lading is simply a transportation company’s receipt for merchandise
to be transported. Up to probably twenty-five years ago we never
had any such thing. Rarely was any receipt given but the ordinary
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plain receipt of such transportation oombﬁum_',' which was of no partic-
ular value except as evidence agsinst the carrier that the goods bad
been given to it for transportation. As the country developed it
became necessary to use more money to handle the commerce of the
country, and the device was adopted of making use of what is known
as the order bill of lading, in which the carriers themselves undertake
to =ay that the goods named in this bill of luding will be held and
delivered only to the order of the person to whom the papers were
drawn, or on his indorsement, exactly as a check or any other evidence
of debt. Thosa papers constitute what are known as the order bill of
lading. It is & mere transportation receipt for merchandise which the
carrier agrees to retain in hia posseesion until the paper is delivered,

I think probably twenty-five yoars ago o a little lesa, most of these

ggﬁrs that found their way into the banks were papers which did not
r the words “ not negotiable.” :

Mr. Apamaos, What iz the difficolty with this last one! Is not
that one all right by which they undertake to hold the property sub-
ject to order?

Mr. IroLE. Yes; that is what they agree to do. I am oow gettin
a little on legal grounds, but I will state my personsel impression, %
believe that the ruilread hay not the fuintest if.lI:é of stealing the goods
and they wonld probably deliver in ning hundred and ninety-nine cases
out of a thousand. That was the moviag eanse for cur effort in ask-
in%’ Congress to enact some law which would make this paper negoti-
able until canceled. The company aa the holder would carry the go
to destination. They might omit to take that paper up at 1its destina-
tion, as they engage o :ﬁ). Now, the mwan who owns the paper and
who received the goods possibly fails to turn that inte the tranﬁ}:;rtar
tion compuay after he received the goods, but tukes it to the bank
The bank sees the contract of the transportation company and the bank
handles that paper.

Mr. Apawisos. The bank can put that man in jaili

Mr. Isoue. Yes; but that does not pay the $100,000 that the bank
may have loaned on that paper.

leir. Apamson, You bave got to take chances with rnscals.

Mr. INoLE. We are perfectly willing to do that, hut we submit that
the railroads cught not to be permitted to jssue papers of that kind
unless the paper van do what it says it will do, and that is that they
must engage not to deliver the geods without veceiving the paper.

Mr. Apamson. When they do not do what they promise, can not
¥ou recover upon itt

Mr, ImsLe, No; thev claim that they have delivered the goods
named to its destination; that they have fulfilled their part of the
aoniract, !

Mr. Townsexp. [t is violation of the contract{

Mr. IvoLE. 1t is a violation of the contract, if you choose, but the
bank taking that paper received it only snbject to the equities of the
man giving it. If he had received the goods and the contract was not
taken up it is of no avail,

Primarily the railrosd-company permitting that permits a violation
of un express contract. 1 suppose that we have sent thousands of letters
around to different parts of the country, and I hope that yon gentle-
men may have beard from some of them. We bave answers which
have been received from thousands of them in return.
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This business is the business of the country as a whole. 1t is larpel
on the cotton crop of the SBouth and the grain and hay of the Migg e
‘Weat, and the flour of Minnesota, and the fruit of California. You will
see that we bave Joft out quite a large territory where the use of the
bill of lading.is not wide.

Mr. Gaiwrs. Wonld not 2 great many inconveniences result from
reguiring goods to be delivered only on presentation of the bill of
ing? A great many shippers would not bave the bill with them.

Mr. Inare. If you g'ud 4 check and came to me and said, **Old fel-
low, I have a check for B50(:3, hut 1 have left it at home and I wish
you would cash this and 1 will briag in the check;” that would not be
i;md business. This matter iz provided forio the earriers’ regulations.

Il of their regulations provide thut in casé of erasure the notation
should mean that it wasnot negotiahle.  All we agk is that the carriers
shall be obliged to live up to their contraet. We think that the rail-
road when it receives a carload of wheat should engage not to deliver
that until this particular papar iy surrendered.

Mr. Apamsox. Is that the agrerment in that peper?

Mr. Ixsie. It is not only on the back of the paper but is printed
a&gamtel}' on the face.

Ir, Avamson. You sey that the court he heid that yom can not
eollect that of the ruilroad.

Mr. Inare. Yes: it has been 5o held. -

Mr. Maxy. la it not true that it is like a past-due cepotiable paper?

Mr, IngrLE. It i3 subject to the cquoities.

Mr. Apawsod. Tsit not like m paper which iz not due but that may be
negotiable, nftor the menner of s private instrument between parties?

ﬁ?r. IncLe, No, sir.

Mr. ApamsoN. Is It uot like the caze where the party holds a paper
not due but is transferable afterwards?

Mr. Ixere. This paper is not like a promissory note.

The Caammax. The chalr would like to suggest that the gontlemun
be permitted to proceed with his staterment, After that inguiries can
be made, as it disturla the arrangements of his remarks and diverts
him from the objects to which he wishes to address himself.

Mr. Towxsexn. They have an attorney who will discuss these legal

oints. |

];l Mr. InoLe. 1 am not competeni to go into the legal phase of the
matter. I bave s practical konowledge of the effect. 1 have stated
what an actual hill of lading is. Scattered all oyer the western country
are small grain elevators bholding 5,000 bushels und upward, Farmers
haul their whent into these elevutors and deliver it for cash.  The ele-
vator man bas n cectain capital.  When his elevator is full his eapital
is exhnusted, Ile has either to get vid of his grain or atop buying
from the fuarmer. He gets cars to come up and he leads the grain into
the railroad cars. He geta from the raiiroad company an order hill
of lading. That hill of lading he takes to his local bank and the bank,
on the %ajth of that instrument, cashes the draft. He has then an
empty elevator and 35,000 with which to buy move grain. The draft
is in possession of the bank und that bank sends that bill of lading with
the draft attached for the value of the wheat or the corn to ita destina-
tion in Chicago or New York. The consignee pays that draft to the
banlk.
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Many of these people who buy grain have only a small capital on
which to conduct their business. They send nway perhaps 20,000
bushels of wheat with the draft attached. It raay be that such s man
has no more than $10,000 in his business, He will take that orderbill
of lading and borrow monbey on it to do more business, se that at
every step of this proceading those Eﬂpers represent value. These
papers are all held by the bank until the exporter is ready to send his
grain across the water or has seot it across. He then comes, perhaps
overnight, turna that in and gets money in the shape of a foreign hll
of exchanga. Hedoes that the next day or at once. That isthe fune-
tion of n E?ll of lading.

If yon do anything to restrict the usefulness of that instrument you
gentiemen can readily seo that it would be a serious bardship placed
on the commerce of the country. While thiz matter is being dis-
enssed, although we know perfectiy well the character of these papers,

et we know that the papers sre not what they say they are. As
g&l‘jkﬁ]‘ﬂ we have determinad thet we will halp this matter to be worked
out. The bankers of the country annually wdvance on securities sup-
posed to be good the sum of #2,500,K),04). We lend per annum
this amonnt on these papers.  If yvoo do saything to disturh that you
can soe what happens. Yoo have here epecimens of blanks. Youare
possibly fumiliar with the ordinaty bill of lading.

Mr. Apamson. What is the differenca betwaen a straight hill of lad-
in% and an order hill of ]adin_%?

Mr. Ixare. The atraight bill of leding 18 principaily s plain currier’s
receipt, such as waa originally wmade use of back before we had an
order bill of lading, just such y receipt us you give when you take a
package to the cxpress office.  You <o oot get & demand toserrender
that receipt.

Some two or three State legislatures have endeavored to make these
papers mean what they say they mean, and bave passed statutes which
recite that any receipt given hy any carrier for merchandize to he
delivered shall be a pegotinble paper unless it be stated specially that
it is nonnegotinble and be so stamped.  As a result of that they bhave
gotten over that ditticulty by stamping them all nonnegotiable, That
nullifies the law, It was the purpose of the ststute to make the paper
good, whereas now it is not good when it is stamped nonne tiaE]::.

That ia one suggestion. Further than that, up until .eighteen
months ago, we rarely saw n bill of lading. It wax not signed by
anybody exvept the agent of the carrier or some one representing
him. Then this uniform hill of lading wua provided, It iz nominally
held in abeyance. These rogulations are prohibitive, and I think are
arranged for two sets of rates.  The shipper will sign a cerfain con-
tract, and on the hottom of that paper the hill of | ing makes that
paper a contract enforeible only according to what is in 1t

Mr. BarTrerT. That is doe to the fact that the shipper gets a reduced
rate for doing that.

Mr. IneLE. No, sir; he gets the same mtc as he alwaya paid, If he
wants to get the paper free from that contract he is fined 20 per cent
of-the retes he has always paid—not 1 per cent, which wounld cover
the risk. but 20 per cent, which ia prohibitive. Those are the regula-
tions. The shipper who waives his common law rith. pays a fine of
20 per cent for getting the paper subject to common-law interpretation.



8 BILLE OF LADING.

Mr. Bartiarr. The ordinary common-law atatute, in a number of
Btates—notably my own Btate of (leorgia—provides a wuiver, and
that waiver is vital to-the milroad interests because it is againat public

licy. Unless in pursuance of that waiver the shipper gets some
mmaht. he would not otherwise be benefited by the waiver.

Mr. Inere. Technicully he would not get Sm henafit of this 20 per
cent. Only 12 States in the Union have laws on the sphject. 1 have

. referred to the nonnegotiable feature and the contract feature. Those
are vital and objectionable to the hulder, YWe have no selfish purpose.
FEvery holder of these papersisin exactly the seme position, E‘ut‘ther-
more, many of these papers are altered in material particulars, espe-
cially ns to dates, Many of thein are prepared by the shippers them-
gelves and taken to the carrier, He may begin sending o& a shipment
one day and does not get it dewn until the next day. He takes the
old bili and the carrier makes sn *8” out of & **7," and that will go.

But he will keep on making it 1805 without altering the year of those

other altered bills. Every such alteration of these hills voids that
instrument. We can not into court with it. The clause on the
back is supposed to cover that. Tt says that any alteration or erasure
that ghall Egomnde ghall be void The railroad company tellinsina
pleasant way that it means exactly what it m:f's, but any alteration of
that paper affects that and throws it back and makes it enforeible only
in sach terms. We ean not go into court with it hecause the railrond
sttorney is there, and he wﬁl say that thia is an altered bill and that
we have no standiog in court,

That is the trouble, Certainly we think that 20 per cent of thage
papers we receive are altered bills. There is another difficulty in the

way. :

IY bave referred to the straight consignment of bills or shippers’
receipts. .

These papers are carelessly drawn—drawn by everrbody, and
those are ﬁnwu as straight bills, The railroad has no responsibility
whatever, This man takes this stright congignment bill, and all that
is necessary to do is to take a pen mnd write “order of " before the
name of the consighee, and to all intents and purposes, in the hands
of a thitd party, that is 4 bona fide order bill of lading. So that we
think if the railroad company be permitted to issue these papers to be
negotiable at all, that they aht:uulclp‘a be o boyond doubt s far as possi-
ble. We think that the werds “‘order of " should be printed in. I
think that is & reasonable suggestion, and I do not think that they
have any serious nl;jectiun to dﬂinﬁe thut. That is the thing that
forces itself to the front when we in discossing this subject. I
have here bills which have been alterecﬁin both particulars. It is one
of the difficulties ty be overcome. They sre alterations, erasures, and
changes from the straight shipments to order shipments. 1 have
at present three bills. We do not guestion them., They may be
paid, and they mayv not be. Muyhe the fellow has gone wrong
and the only satisfnction that we will get will be ie sending him to
jail. I have seen thousands of altered bills, but I do not belteve that

have ever seen an alteration that has been noted. We have two
bills, They are not negotiable. That is done by scratching out the
word **not,” which makes them all right. 1 do not know who
soratcbed out that word, but I have no doubt that it was done before
issuance.

Mr. Apansox. Do yon not get that man's cath?



