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Giant ITT Merger Spawns

Election-Y ear Controversy

By Curt Matthews
Special to The Washington Post

The biggest merger in
‘United States corporate his-
tory has spawned a signifi-
cant election-year contro-
versy.

The' 1969 Wall Street mar-
riage that joined Interna-
tional Telephone and Tele-
graph .Corp. (assets $6.7 bil-
lion) with Hartford Fire In-
surance Co. (assets $2 bil-
lion) has. already produced
these offspring:

® A ‘challenge by the anti-
trust division of the Justice
Department that last year
forced ITT to give up $1 bil-
lion in various corporate as-
sets—the largest antitrust
settlement on record.

*A potential threat to
the pending Senate confir-
mation of Richard G. Klein-
dienst as Attorney General
because of his alleged role
in. negotiating the antitrust
settlement, a settlement con-
sidered highly favorable to
ITT despite the record di-
vestiture involved,

®* A seeret memorandum
prepared . by ITT’s chief
lobbyist in Washington indi-
cating  that the company
pledged a large sum—possi-
bly as: much as $400,000 in
cash. and services—for the
Republican convention- in
San Diego in turn for kind
treatment in the antitrust
settlement,

* A full blown Securities

and Exchange Commission

investigation intoa
$1,500,000 sell off of ITT
stock by seven executives of
the company who sought to
avoid potential losses on
their holdings as a result of
the antitrust settlement,

Nader Sues

Although the various con-
troversies related to the
ITT-Hartford merger have
been simmering for several
months, they - hoiled over
this week when e¢olumnist
Jack Anderson and his asso-.
ciate, Brit Hume, disclosed
“a personal and confiden-

tial” intracompany memo-
randum linking- the favora-
bel antitrust settlement of
last July with ITT’s pledge
to help underwrite some

costs of the GOP convention |

this year.

Anderson followed this °

disclosure with allegations

that Kleindienst, contrary to .

several previous statements,
had met “at least a half-

dozen times” with a direc-:

tor of ITT to help work out:
the antitrust settlement that
allowed ITT to keep Hart-
ford Fire—a highly prized
acquisition because it gener-
ates $1 billion cash flow
each year in the form of
premium payments,

Top level personnel in the
administration' of President
Nixon (including former At-
torney General John N.
Mitehell and Presidential
assistant H. R. (Bob) Halde-
man). have been implicated

in- these most recent turns
in a winding path of contro-
versy reaching back to De-
cember, 1968, when ITT first
announced intention to
merge with Hartford Fire
Insurance Co, ,

That announcement pro-
duced two legal challenges
and several months of
mixed corporate and politi-
cal infighting. First, con-
sumer . champion. Ralph
Nadar filed suit to blpck the
merger, claiming that ITT's
past performance :of price
fixing, reciproeity, and simi-
lar - questionable dealings
made it an “unfit” parent
for Hartford Fire.

The Nader suit, filed in
Hartford, Conn., said the
ITT-Hartford merger was
not in the interest of Hart-
ford employees, stockhold-
ers or the publie in general,

The second legal chal-
lenge to the merger came
from the Justice Depart-
ment which noted that the
nrovosed acquisition by ITT

-

would join the fourth larg-
est insurance company and
the eighth largest industrial
firm in the United States.
This suit was brought in
New Haven in August, 1969,

Justice Settles

The then assistant attor-
ney general for antitrust,
Richard w. McLaren,
pressed the suit as an oppor-
tunity to get a definitive Su-
preme Court judgement on
the applicability of the clay-
ton antitrust law to con-
glomerate type mergers.

The suit was ‘one of three
filed by Justice against re-
cent ITT acquisitions. The
other two suits challenged
ITT’s acquisition of Canteen
Corp., a vending and auto-
matic equipment manufac-
Corp., a diversified manufac-
turer whose prinecipal busi-
ness is fire protection sys-
tems,

‘Throughout 1970 and into
the following year, the Jus-
tice Department pressed. ef-
forts to break up at least a
part of the giant ITT tele-
communications - industrial
complex. Although it lost in
the lower courts it appealed
to the high courts and by
May of last year the Grin-
nell case was before the Su-
preme Court. ‘An appeal to
the high court of the Can-
teen case was being consid-
ered and on. several occa-
sions McLaren said that the
ITT-Hartford: ' case. could
well break new legal grotind
for the applicability of the
Clayton Act. - o

Then abruptly, on July 31
last year, the Justice Depart-
ment announced its settle-
ment with ITT that allowed
the firm to retain Hartferd
Fire but forced divestiture
of §1 billion in other ITT as-
sets, 2%

Announcement of the set-
tflement was made at noon
on a Saturday. When the
New York Stock Exchange
opened on Menday, ITT’s




common shares fell as much
as;10 points each and some
preferred issues were off as
much as 15 points a share.

However, it soon became
apparent that the market
_overreacted:  Financial
sts offered - opinions
“the settlement was not
as -adverse as the market
had = appeared to indicate.
They pointed, out that ITT
got  essentially ' what it
wanted; the billion dollars a
year cash flow represented
by insurance premiums paid
to' Hartford Fire.,The stock
recovered.

No Explanation

Aecess to such a reliable
source of cash—especially in
the : slack economy months
of 1971—was a rich plum for
ITT, a company that needs
money, and lots of it, to ad-
vance its ambitious program
of mergers and acquisitions
on 'a world-wide seale.

What ITT was  forced to
give up—Canteen Corp., the
fire protection division of
Grinnell' Corp., Avis Rent-
A-Car; ITT-Levitt & Sons
Ine. (2 home building sub-
sidiary) and two smaller in-
surance. subsidiaries, ITT-
Hamilton Life Insurance Co.
and ITT Life Insurance Co.
of New York—were business
, operations with neither the
broad potential nor the im-
mediate ¢ash advantages of
a Hartford Fire.

The change in the Justice
Department’s position (from
pursuing a major Supreme
Court- decision on antitrust
law fo an out-of-court settle-
ment on terms consistent
with. ITT’s corporate aims)
has never been fully ex-
plained.

However, the memoran-
dum uncovered by Anderson
and Hume and the-evidence
of bi-level negotiations to
settle the ITT-Hartford anti-
trust suit, has shed new
light on the developments of

st July.

ume. says that Felix Ro-
hatyn; an: ITT director whe.”

met with Kleindienst on a
number of occasions to dis-
euss the “business and eco-
nomic -side” of the merger,
contends that Mc¢Laren was
sometimes in.the dark about
what he (Rohatyn) ‘and
Kleindienst were doing.
MecLaren, for his part, has
insisted that he was not
pressured from the tep to
seek an’ out-of-courf settle-
ment. and that he jand his

staff negotiated the settle-
ment.

Evidence producéd by An-
derson and Hume indicates
that MeLaren’s efforts may
have been undercut as early
as March, 19871, when Klein-
dienst and Rohatyn held
their first meetings. .

Later, acceording bo the
secret ITT meme disclosed
last: Tuesday, the company’s
top lobbyist, Dita Beard, was
successful in enlisting the

services of Attorney Gen-

eral Mitchell in behalf of a
favorable ITT settlement, -
Referring to ITT's com-
mitment of cash and serv-
ices for the GOP conven-
tion, Mrs, Beard wrote:
“L am convinced that our
noble commitment has gone
a long way toward our nego-
tiations on the mergers
eventually coming out as

"Hal (Harold Geneen) wants

them. Certainly the, Presi-

dent has told Mitchell to see
that things are worked out
fairly.” i

Mrs. Beard fold Hume
last week that she met with
Mitehell last May in'Ken-
tucky and discussed terms
of the merger settlement for
more than an hour, The
eventual = settlement, she
said, conformed to those
terms she and Mitchell dis-
cussed.

Mitchell, who has re-
signed as Attorney General
effective yesterday to guide
President Nixon's campaign
for re-election, says he met
with Mrs. Beard at the gov-
ernor’s mansion in Ken-
tucky ans spoke briefly with
her about the ITT-Hartford
antitrust case, but he insists
that the conversation was
neither substantive nor con-
clusive.

The settlement anneunced
by ‘the Justice Department
last July 31 has not only
come a matter of political
controversy but also is the
focal point of an-active SEC
investigation into stock deal-
ings by ITT executives in
the weeks just prior to the
settlement.

As disclosed last August
' by the St. Louis Post-Dis- |
: patch, seven top executives
’of the company sold twice
as much ITT stock in the 30
days prior to the settlement
as company insider’s had
sold in the precious five-
and-a-half months,

Last Novembher; the SEC
took -statements..from Ge-
.neen and other '&xecutives
“on the ‘circumstances sur-
rounding the transactions;
however, as a matter of pol-
icy the SEC refuses to con-
firm or deny that’ it has an
investigation in progress.

By selling their perspnal
holdings, the ITT gmuﬁves
successfully avoided
hundreds of thousands of
dollars in potential losses
when the value of ITT
shares dropped immediately
after the July 31 announce-
ment.

Although ITT has made an
official statement  that none
of the executives were
aware of the pending settle-
ment, the dealings between
Rohatyn and Kleindienst
and the June 25 memoran-
dum  prepared by Mrs.
Beard on her meeting with
Mitchell indicate broad in-
volvement of personnel at
ITT in what eventually be-
¢ame the ITT-Hartford anti-
trust settlement,




. Columnist

Releases

ITT Memo

Following is the text of the
ITT memorandum on which
,the recent Jack Anderson
columns have been based.
The material was released by
Anderson. It is on the sta
tionery of ITT’s Washington
office.

PERSONAL AND
CONFIDENTIAL
Date: June 25, 1971
To: W. R. Merriam
‘From: D. D. Beard
Subject:
San Diego Convention

. I just had a long talk with
EJG [E. J. Gerrity, ITT's
public relations chief], I'm so
sorry that we got that call
from the White House. I
thought you and I had agreed
very thoroughly that under
no circumstances would any-
one in this office discuss with
anyone our participation in
the Convention, = including
me. Other than permiting
John Mitchell, [Calif. Gov)]
Ed Reinecke, Bob Haldeman
and Nixon (besides Wilson,
of course) no one has known
from whom that 400 thou-
sand committment had come,
You ean’t imagine how many
queries I've had from “friends”
about this situation and I
have in each and every case
denied knowledge of any
kind. It would be wise for all
of us here to continue to do
that, regardless of from
whom any questions come;
White House or whoever.
John Mitchell has certainly
kept it on the higher level
only, we should be abe to do
the same. -

I was afraid the discussisn
about the three hundred/four
hundred thousand commiit-
ment would eome-up soon.
If you remember, I suggested
that we all stay out of that,

other than the fact that 1
told you I had heard Hal |
[Harold Geneen, ITT presi-
dent] up the original amount.
' Now I understand from
Ned that both he and you
are upset about the decision
to make it four hundred in
services. Believe me, this is
not what Hal said. Just after
I talked with Ned, Welson
ealled me, to report on his
meeting with Hal. Hal at no
time told Wilson that our
donation would be in services
ONLY. In fact, quite the con-
trary. There would be very
little cash involved, but cer-
tainly some. I am convinced,
because of several conversa-
tions with Louie [former
Kentucky Gov. Nunn] re
Mitchell, that our noble com-
mittment has gone a long
way. toward our negotiations
on the mergers eventually
coming out as Hal wants
them. Certainly the President
has told Mitchell to see that
things are worked out fairly.
It is still only [Antitrust chief
Richard] MeLaren’s mickey-
mouse we are suffering.

We 4dll know Hal and his
big mouth! But this is one
time he cannot tell you and
Ned one thing and Wilson
(and me) another!

I hope, dear Bill, that all
of this can be reconciled—
between Hal and Wilsen—if
all of us in this office remain
totally ignorant of any com-
mittment ITT has made to
anyone: If it gets too much
publicity, you can believe our
negotiations with Justice will
wind up shot down. Mitchell
is definitely helping us, but
cannot let it be known. Please
destroy this, huh?




