
THE

Central Pacific Railroad Co.

ITS REI«ATIONS TO THE GOVERNMENT.

IT HAS PERFORMED EVERY OBLIGATION.

ORAL ARGUMENT
OP

CREED HAYMOND
NERALITS GENERAL SOLICITOR,

MADE BEFORE THE

SELECT COMMITTEE OF THE U. S. SENATE.
Consisting of SENATOR FRYE, Chairman, and SENATORS OAWES. HISCOCK,

DAVIS, MORGAN, BUTLER and HEARST,

MARCH 17TH AND 26TH AND APRII, 7TH, 1888.

REPORTED BT

JAMES L.
Stenographer of the Committee.



Central Pacific Railroad Photographic History Museum
Property of CPRR.org © 2006 - Use by permission only.

Use constitutes acceptance of the CPRR.org User Agreement.
Modified from content made available courtesy

Google Book Search <http://books.google.com>



5lu% Ijnphins lilmiru
to llu%

^liu Juiiiur

bit



r L I B R A R Y "^
j OF THE

I LFLAND STANFORD JUNIOR
UNIVERSITY. _y

ft
PRE88 OF

H. S. CROCKER & CO.,
SAN FRANCISCO.



INTRODUCTION.

On March 3, 1887, an act of Congress — the culmination of a
long series of debates—was approved, " authorizing an investigation
of the books, accounts and methods of railroads which have received
aid from the United States, and for other purposes." Under
authority of this Act, President Cleveland, on the 15th day of
April following, appointed d Commission, consisting of Robert E.
Pattison of Pennsylvania (Chairman), E. Ellery Anderson of New
York, and David T. Littler of Illinois. Accountants were appointed
by this Commission, and instructed to make " a complete examin-
ation from the very inception to the present date" of the accounts
of the Union Pacific, Central Pacific and other aided roads, with
their auxiliary lines. The first meeting of the Commission was
held in New York, April 27, 1887; and thereafter meetings took
place in Boston, Omaha, San Francisco and otheT places. All the
leading men connected with transcontinental roads appeared before
the Commission: and their testimony and related matter fills ten
volumes, and more than five thousand six hundred pages.

A majority report (signed by Messrs. Anderson and Littler)
and a minority report (signed by Jlr. Pattison) weTe made to the
President, and on January 18, 1888, were sent, with a special
Presidential message, to Congress. The matter was referred by
the Senate to a Select Committee, composed of Senators Frye,
Dawes, Hiscock, Davis, Morgan, Butler and Hearst. This com-
mittee met early in March, iSSS.



INTRODUCTION.

Mr. Creed Haymoud, General Solicitor of the Central Pacific
Railroad System, was then engaged at Washington in legal busi-
ness of the Company. The California railroad tax cases, which
had been the cause of much litigation and local political excitement,
were on appeal by the State before the United States Supreme
Court; and Mr. Haymond had made a thorough and successful
argument, involving questions of State and Federal jurisdiction
then for the first time to be determined. His OTal argument before
the Senate Select Committee (here presented) was made not long
after this,—its delivery, without notes and with little special
preparation, taking place during three days in March and April.
It dispelled many deep-seated illusions. As a review of the most
romantic period in the history of railroad building, and a clear state,
ment of the relations of the Pacific roads to the government, it has
excited great interest. A stenographic report of this argument was
made by Jas. t,. Andem, official stenographer of the Commission,
but the printed edition of this report was soon exhausted. The
present volume is, as nearly as possible, with some verbal and typo-
graphical changes, a reprint of the argument as it first appeared.

THE EDITOR.



PACIFIC RAILROADS.

FIRST DAY.

THE CENTRAL PACIFIC RAILROAD HAS PERFORMED
EVERY OBLIGATION.

MR. HAVMOND said:

Mr. Chairman and Gentlemen of the Committee: I
appear as general counsel for the Central Pacific Railroad
Company, not to address the committee for or against any
specific measures, nor at this moment to suggest any set-
tlement based solely upon a moneyed consideration.

Two honorable men may, after having made a contract
with each other, differ as to its construction; and they may
with propriety sit down together and discuss matters and
attempt to reconcile their differences. If they cannot
reach an amicable adjustment, they may refer the matter
to arbitration or to the courts. If, in addition to differ-
ences of opinion, one should charge the other with having
violated the rules which are recognized by civilized man
as governing the relations between honest people, then, so
long as these charges were insisted upon, settlement made
upon a moneyed basis between the two would be dishon-
orable to both.



For years charges have been loosely made against the
directory of the Central Pacific Railroad Company—
charges involving the houor of the men comprising that
directory.

The majority report of the United States Pacific Rail-
way Commission, which the Senate has referred to you for
consideration, and which you now have before you, when
closely analyzed, vindicates, in the main, the integrity of
the directors. It shows that the Central Pacific Railroad
Company has faithfully kept all of its obligations, public
and private; that toward the United States it has dis-
charged, to the letter and in the spirit, every duty imposed
upon it by the Government, while, on the other hand, the
Government has violated many of the obligations on its
part to be performed. But the Commissioners seem to
have been surprised that these things were so, and running
through the majority report there is a vein of apology for
having to state these truths; and to the casual reader of
that report it does not constitute the vindication which,
perhaps, the Commission intended it should.

MINORITY REPORT.

The minority report of the Commission, with a few
exceptions, is made up of glittering generalities, and places
upon the record the slanders which have for twenty years
been repeated by irresponsible parties. Until every impres-
sion which these charges may have made upon your minds



has been removed, the directors could not, with credit to
themselves, nor could you, consider any terms of adjust-
ment.

The men who projected and carried into execution a
work which Senator Bogyt of Missouri, from his place in
the Senate, characterized as " the greatest achievement of
the human race on earth" have no propositions to make
looking to a purely moneyed settlement of the question.
Their ultimatum, here and now and for all time, is com-
plete vindication.

But three of the original projectors of this great work are
living. They are old men who have nearly reached the
allotted limit of three-score years and ten. The other pro-
jectors rest in honored graves. If their survivors should
consent to any adjustment of the present dispute which
would leave a stain upon the memory of the dead or tar-
nish in the slightest degree the honor of the living, they
would neither have nor deserve the respect of mankind.

I have listened attentively to the proceedings of this Com-
mittee since its organization. I have heard the able
argument made by Mr. Anderson, one of the Pacific Rail-
way Commission, in favor of the bill which the Commission
present. He has argued from the stand-point of an avari-
cious creditor, who worms himself into all the affairs of his
debtor, and, without regard to favors received in the past
or justice to be done in the future, cruelly calculates how
much of the blood of the debtor he may safely take in addi-



tion to the pound of flesh which the contract and the law
give him.

Mr. Adams, the president of the Union Pacific Railway
Company, the bearer of an illustrious name—in whose veins
flows the blood of two Presidents of the United States—has
never said before this Committee, or elsewhere that I can
find, that the bill which the Commission proposes is either
just or right. On the contrary, he says that the United
States, in dealing with its debtor, has forgotten how much
that debtor has given to it, and seeks to impose terms
which no foreign banker or any private individual could
rightly ask or accept,

ADAMS' CONCLUSION.

It is true that he says he will accept the bill if passed,
and will endeavor to get the Union Pacific Railway Com-
pany, which he represents, to agree to its terms; but the
reasons which he places upon the record for his willingness
to accept the bill are reasons not creditable, to say the least,
to the United States.

He avers that, from the hour when he entered upon the
discharge of the duties of president of the Union Pacific
Railway Company, he has been surrounded by railroad
wreckers, and has been harassed by attempted governmental
legislation, which, if carried out, would destroy the property
intrusted to his charge. He declares that the lobbies of this
Capitol and the corridors of the Departments swarm with the



emissaries of the Wall-street wreckers. I read from his
written argument before you, to be found on page 31 of
your printed proceedings. He says :

ADAMS ON THE RAILROAD WRECKER.

' ' The Wall-street wrecker, too, has a keen scent. Among
men he is very much what a wolf is among beasts of prey,
or the fin-back, shovel-nose shark is among fishes—the com-
mon enemy of mankind. Whenever a large corporation is
in difficulties, even before those managing its affairs realize
the fact, the wrecker is on hand. It was my fortune to take
charge of the affairs of the Union Pacific RailwayCompany
at a time of great financial trouble. The failure of Grant
& Ward had taken place. The company was in debt; its
relations with the Government were disturbed. From that
day to this there has been no time when I was not conscious
of the close proximity of the wrecker—just as the traveler
in the woods might hear the distant cry of wolves ; just as a
mariner in the tropics sees the fins of sharks rippling the
water as they move toward his vessel or prowl about it.

"The emissaries of the wrecker lurk about the corridors
of the Departments here in Washington aud meet you in
the lobby and committee-rooms of the Capitol. They are
always writing letters to Cabinet officers. They induce un-
wary members of Congress to offer resolutions of inquiry or
to submit for reference measures calculated to do us injury.
They send communications over all kinds of signatures to
newspapers. Thus they manipulate the Wall-street market,
and, through fluctuations in values, eke out a precarious
living for themselves and their broken-down hangers-on.



Blackmailers—not unseldom discredited clerks or unprose-
cuted defaulters—they have always at their tongues' end
the nauseous cant of reform. None are so honest, so
thoughtful of the dear public, so anxious that the Govern-
ment should get its due, as they—they who never yet in
their lives consciously uttered a true word or did an honest
day's work. Such are the men and their emissaries who
have long been greedily eying the Union Pacific. There
are good pickings in it still,

' ' In their moments of confidence and among themselves
they openly and longingly express an abiding faith that if
they could once break down the present stockholders'
management they would have things their own way. A
Government receivership is their dream. Just now I
chance to stand between them and their prey. Cannot
Congress, or the Government, the Committee on Pacific
Railways, or the Secretary of the Interior, be so worked
upon that one or the other will drive me out? Then, at
last, the wrecker would have his day so long waited for.
And so, month after month, and session after session, they
would howl about these entries, and lobbies, and corridors,
and committee-rooms, observant, hopeful, hungry, care-
fully snapping up, meanwhile, each unconsidered trifle."

These are the official utterances of the president of the
Union Pacific Railway Company, made in your presence.

VALUE OF THE PROPERTY DEPRECIATED.

I turn now for a moment to the report of the directors
of the Union Pacific Railway Company, which has been
laid upon your table and is made part of the record of your



proceedings. I find there an assertion that bills have con-
stantly been introduced in Congress, and proceedings had,
which affected the value of the property under their charge
and impaired the credit of the company.

The directors, a part of them Government officials, make
the charge that before these bills were introduced in Con-
gress, and these proceedings had, the railroad wrecker of
Wall street had due and timely notice.

WILLING TO ACCEPT ANY TERMS.

Mr. Adams further says that until he came to the presi-
dency of the company he had not been accustomed to be
called a liar. He says virtually that he is tired and sick
of this business, and is willing to accept any terras which
will relieve him from things so unpleasant to an honorable
man; or, to give to his language its true import and mean-
ing, he has grown tired and weary of the conflict with the
men who would wreck this property and destroy not only
the interest of the stockholders, but of the Government of
the United States in it, and is willing to buy peace at any
price he can pay.

I wish it clearly understood that I am not making these
charges, for I know nothing of the devious ways of the
men whom Mr. Adams characterizes as blackmailers and
liars.

A MAGNIFICENT PROPERTY.

I wish it clearly understood that I do not attempt to
judge Mr. Adams or to criticise his action. But, standing
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here in this presence, I will not permit the occasion to pass
without saying that, if I were now the owner of the Union
Pacific Railway—of that magnificent property which
passes through one of the most fertile portions of these
United States—a property which is destined, by reason of
the resources of the rich and fertile country through which
it runs, to be in the future to the United States what the
great Central Railroad of New York is to that State—
before I would accept a bill the very terms of which stain
forever the memory of that sturdy son of New England
who gave his fortune and his life to create that property,
and who, when the United States was weak, when its
existence as a nation hung in the balance, with patriotic
faith in the final result and in its magnificent future, bore
its credit upon his shield, I would see that property perish
from the face of the earth.

I am not here to defend the character of Oakes Ames;
he needs no defense at my hands. When the name and
existence of his slanderers have long been forgotten, the
memory of his acts of devotion and fidelity will remain
part of the rich inheritance of those who will occupy in
peaceful pursuits the lands which he reclaimed from the
savage and the wilderness and gave over to civilization, to
become the home of a happy and prosperous people.

It would be hard to convince the noble pioneers of my
own State that Oakes Ames, now unable to defend him-
self, deserved at the hands of the United States the dis-
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grace which this bill will bring to his memory. In the
early days of California, I well remember that his name
stamped on a shovel or pick was all the assurance that a
hardy miner of that State wanted as to the excellence and
worth of the implement

But, if Mr, Adams is tired and driven by circumstances
which it seems impossible for him to control to accept
such a measure, I want to put it upon the record now that
Lelaud Stanford, Charles Crocker and C. P. Huntington,
the surviving projectors of the Central Pacific Railroad
Company, are neither tired nor disheartened. Age has
come upon them, it is true; their steps are not as firm, nor
their eyes as bright, as when for three winters they strug-
gled on the summits of the Sierra and triumphed over
nature itself; but while they may not be as young as they
were then, yet "age has not cooled the blood of our Doug-
lass," and before they will submit to any measure which
will involve the honor and integrity of the dead or of the
living they will resist with all the power which right gives;
and if they perish in the fight the glory and honor of their
achievements will be theirs and their children's for all time
to come, while the shame and humiliation will be that of
the Government they so faithfully served.

AN EXPLANATION.

And here, so that I may not be misunderstood, when I
speak of the Government of the United States I do not
speak of it in its broad sense; I do not mean the people of
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the United States, but I wish it to be understood that I
use that term as referring only to those who administer the
Government.

I have faith and confidence in the people of this coun-
try. I know that, while hasty and impulsive they may
be wrong, in the end their judgment is as unerring as
the judgment of God, We will stand for the right;
we will not swerve from the line. Whatever may be the
consequences to ourselves from the judgment of the Gov-
ernment of the United States, if it should be against us,
we will appeal to the people, and in the appellate court so
constituted we will retry the issues.

I am here to assert several propositions, many of which
will be startling to you, for I cannot close my eyes to the
fact that, whether you may be conscious of it or not, it is
not in the nature of things that the slanders of twenty
years should not have made some impression upon your
minds.

THE PURPOSE IN HAND.

I am here to assert and to prove by the record which the
Pacific Railway Commissioners have placed before you:

First. That if this Government shall ever descend from
its high position and place itself on this matter iu the atti-
tude of private creditor, forgetting all obligations, and
regardless of all equities claiming the full amount of the
bonds advanced this company, with 180 per cent usury, it
stands in no danger of losing a single ceut of the principal
or interest, unless by its own acts.
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Second. That the directors of the Central Pacific Railroad
Company have faithfully performed, at the time and place
mentioned in the law, every obligation they ever under-
took to perform towards the United States; and that, on
the other hand, the Government of the United States has
not performed one single obligation which it undertook,
but has, from the year 1864 down to the present time,
with a reckless disregard of the rights of this company
which would have disgraced a private contractor, failed
and refused to perform, in the manner in which it cove-
nanted to do, any of its obligations.

Third. That the directors of the company have never
done one single act which they would not repeat under the
same circumstances; that they can account, and are now
ready and willing to account—and challenge the United
States to meet them before any judicial tribunal now
organized, or which may hereafter be organized—for all
of their actions, not only under the laws which govern the
relations between trustee and donor, but they are willing
to waive every statute of limitation and take that account
under the stricter law which governs the relations between
guardian and ward. They are willing to meet the Govern-
ment of the United States and to answer, not only that
they have administered the estate fairly and to the interests
of the ward, but they have gone further and have pro-
tected the property to the extent of their power against
the improvidence of the Government.
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NO DANGER OF LOSS.

And before entering at length upon the proofs which
will support and establish these propositions beyond all
cavil I desire in the beginning to show that, so far as the
Central Pacific Road is concerned, the Government cannot
lose a dollar of the full amount claimed, unless it loses it
by reason of its own folly; and this result, so creditable to
the directors, has not been attained by reason of the
strength of the aided line or by reason of any act of the
Government of the United States, but by the use of fore-
sight and judgment, and in many instances against the
action of the Government. I want to show how idle all
these charges are. What I say in this connection is for
that purpose alone. I do not suggest the following as a
basis of settlement. I use it as I might use one of the
many illustrations which come to me—merely to show
how plain is the problem which you are to solve.

Colonel Morgan, the engineer selected by the Pacific
Railway Commission—one of the most skillful engineers
in the United States, one of the best railroad constructors
in the United States, a man whose life has been
spent in such work, a man whose character is above
reproach, and whose word upon these subjects is a law in
itself—reports to the Commission that the property of the
Central Pacific Railroad Company, including its aided and
non-aided lines, including its terminals and workshops, is
to-day of the actual cash value of one hundred and ten
million dollars ($110,000,000).
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ASSETS AND LIABILITIES.

If BO legislation whatever is had, the debtor and cred-
itor account of the Central Pacific Railroad Company will,
in November, 1898, when these bonds become due, stand
as follows:

Debt (secured by mortgages) to private creditors, ex-
clusive of the debt secured by the land mortgaged (which
takes care of itself), #52,127,000.

Principal of Government claim, $27,855,680.
Thirty years' interest upon the Government claim (180

percent), #50,140,224.

Making a sum total of indebtedness at that date of
$130,122,904.

Cash assets available at that date, private sinking fund
of the company, $23,000,000.

Credit to the company in the Treasury of the United
States on the bond and interest account up to November
I, 1888, $6,203,379.

Sinking fund held by the United States up to November
1, 1888, $3,418,996-

Estimated payment from 1888 to 1898 under the Thur-
man Act, on the basis of the payments for the years 1883—
86, $4,780,000.

Making the total (without computing any interest what-
ever upon the money paid into the Treasury of the United
States, and after computing full iuterest upon all claims
by the United States) cash assets available on the first day
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of November, 1898, $36,402,375, leaving less than $94,-
000,000 to be paid on the first day of November, 1898, out
of a property now valued at $110,000,000.

IF CERTAIN THINGS ARE DONE.

If we should pay to the Government of the United
States the $22,000,000 in our sinking fund, the Govern-
ment then would have on hand, without counting any
interest in the meantime, over $36,000,000, which sum, if
then applied on the debt secured by first mortgages, would
leave less than $16,000,000 of indebtedness, exclusive of
that of the United States. The indebtedness to the United
States would be $78,000,000, the principal portion of
which (over $50,000,000) would be interest.

Now, mark how simple the process, and how easily the
Central Pacific Railroad Company, if the Government is
disposed to act with it, could handle this indebtedness, if
indebtedness there should be. Call the indebtedness in a
round sum $100,000,000 for convenience. The Govern-
ment could issue its bonds for that amount, which would
be readily taken if they bore an interest of two per cent per
annum. That would make a charge upon the Treasury of
the United States of $2,000,000 per annum. The com-
pany could, without any difficulty, and without assuming
a burden nearly as great as is now upon it for interest, pay
into the United States Treasury $4,000,000 annually,
which would pay off the last dollar of this indebtedness
long before the expiration of forty years.
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This indebtedness could be made to constitute a mort-
gage upon the property, and it would be a first mortgage
readily available to the Government or to any person who
desired to use the security.

There is no mystery concerning these affairs, nor any
long-drawn-out bills necessary to accomplish honest or just
purposes. There is not a member of this committee who
could not within an hour frame a bill; and against this
plan there is not a business man who could raise a single
objection. It is the plain, straightforward course which
would be taken by any business man under the circum-
stances.

THE COMPANY'S CLAIMS.

Against this mass of indebtedness the Central Pacific
Railroad Company has large claims against the Govern-
ment. There are millions of dollars in the Treasury of
the United States which honestly belong to the company
under the judgment of the highest court in the land, and
as to which the United States has made no provision for
payment. It also has claims against the Government for
injuries caused by breach of the Government's contract
with it. A simple clause inserted in the bill, allowing the
company to sue the United States upon these claims and
establish their validity, would put that matter to rest for-
ever. If any Senator upon this committee, after he shall
have maturely considered the testimony now before it, has
the slightest doubt as to the integrity of the directory of
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the Central Pacific Road, or has the slightest doubt that
every dollar that ever came into the treasury of that com-
pany has been lawfully and properly used, let a clause be
thrown into that bill—and to this we make no objection—
which will enable the United States to establish such fact,
if fact it be, and to recover the amount of money illegally
appropriated.

FORTUNES OF THE DIRECTORS.

The directors of the Central Pacific Railroad Company
are reputed to be wealthy, and it may be so. I believe and
hope it is so. But the classic maxim, MCall no man
happy until the day of his death," is equally applicable to
finance. Call no man rich until the day of his death ; and
we may go a little further and say, not until his estate has
been administered upon.

But whether these directors be rich or poor, all that they
have is in property standing in their own names, and with
which the public is thoroughly conversant. There has been
no concealment, no covering up, none of the badges or in-
signia of fraud or wrong attached to any of their affairs.

And again, before proceeding to establish the points
which I announced in the beginning, let me stop to put at
rest forever the widely-circulated slander, that the men who
built the Central Pacific and the Western Pacific Railroads
enriched themselves out of the bonds loaned to them by
the Government of the United States.
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ALLEGED AMOUNT HELD OVER,

It has been alleged that, after the completion of the road,
they had a surplus variously estimated at from $100,000,000
to $300,000,000. By what process of reasoning any one
could have come to the conclusion that the directors built
the road, paid for it, and saved, out of the $27,000,000 in
depreciated bonds which they received from the United
States, the sum of $100,000,000, I am unable to conceive.
I propose right here, by evidence that cannot be gainsaid,
to establish the fact that it cost to build the Central Pacific
and the Western Pacific Railroads all the money which the
directors received from the Government and from their own
first-mortgage bonds, for which they are liable. So that
hereafter, when any one asserts that either one of the
directors, at any time or place, appropriated one dollar of
that money to his or their own use, it may be known that
the man who makes that assertion is in one of two condi-
tions : Either Providence, for some inscrutable reason,
has created a being who can neither appreciate nor speak
the truth, or he lies for the mere lust of lying.

EVIDENCE BEFORE THE COMMISSION.

To establish this I will take the figures made by the
Commission, which are—I say it with all due respect—un-
friendly figures ; figures which I will hereafter, during the
course of this argument, show to be wrong by millions on
both sides ; figures which I will show do not represent
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the actual cost, nor could they represent the actual cost,
of the road within many millions of dollars ; but they are
sufficient for the important purpose here announced.

The bonds which the United States loaned—for they
never loaned any money—to the Central Pacific and West-
ern Pacific Railroad Companies were, upon their face, pay-
able in legal-tender notes. The cost of construction was
paid for in gold, which was the only currency in use upon
the Pacific coast; so that the company not only had to con-
vert the Government bonds into gold, but they were com-
pelled by the same circumstance to convert their own bonds
into gold and stand the loss.

The bonds issued by the Government of the United States
to the Central Pacific Railroad Company were the only
bonds ever issued, from 1861 down to the time of the
resumption of specie payments, on which the Government
itself did not stand the loss of the difference between gold
and legal-tender notes.

TERMS OF THE BONDS.

The bonds issued to us were payable in legal tenders,
and were issued at their full face value. Any one who
desires needs but to look at the newspapers of the dates at
which these bonds were issued to learn what their value
was. But you need not go to that trouble, for the proof is
in the record before you.

Now, let us state the account, and state it on the un-
friendly figures of the Commission. They say that the
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actual cost of thfe road from Sacramento to Ogden—737
miles—was $36,000,000 ; that the actual cost of construc-
tion of the Western Pacific Railroad from Sacramento to
San Jos£—123 miles—was $5,000,000.

These estimates do not allow anything whatever for
profits to contractors, nor do they cover the whole cost of
the snowsheds built in the year 1869, nor the cost of the
rebuilding of the American river bridge. These estimates
of cost of construction amount to $41,000,000. Add to
that $53,000, cost of rebuilding the American river bridge,
and $1,200,000, cost of snowsheds, in excess of the
amount included in the estimate, and they make in the
aggregate $42,253,000 as the actual cost of constructing
the road from San ]os6 to near Ogden.

UNDER DIFFERENT CONDITIONS.

These figures were not made in the storms of the Sierra
nor on the desert wastes of Nevada and Utah. They were
made by two lawyers of the Commission, sitting in com-
fortable rooms, richly furnished, surrounded by engineers
and stenographers. They were made twenty years after the
fact and by men who were appalled at the storm which
has just swept along the Atlantic coast—a storm which,
as compared to the storms of the Sierra, in which the
directors of the road lived and had their being for three
years, was as the gentle zephyr which cools the cheek of
a love-sick maiden.
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It is in proof here, and cannot be controverted, that the
directors of the Central Pacific and the Western Pacific
Railroad Companies received from the sale of Government
bonds and from the sale of their own bonds, which consti-
tute the foundation of the first mortgages, the sum of $41,-
480,000. All that the directors have received from the sale
of the company's bonds and of the Government bonds was
$41,480,0x30, according to the figures which the Commis-
sion makes, unreliable though they be and against us.
The directors put, in gold, into the construction of the
road $42,253,000. Here let this matter for the present
rest, in answer, complete and conclusive, to the charge
that these men or any of them ever diverted a single dollar
of these moneys from the purposes for which they were
intended. Later on I will look into this testimony.

TAKING THEM TO THE START.

I will place you at Sacramento on the 8th day of Janu-
ary, 1863. I will show you the work which was done for
the first three miles on the southern bank of the American
river, a torrential stream, and will show you how costly and
expensive was that work. I will take you across the then
arid valley of the Sacramento and above the clouds to the
summit of the Sierra. I will, as nearly as possible, con-
vey to you an idea of what the storms are which every
winter sweep over those mighty mountains. I will show
the obstacles which had to be encountered and which were
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met and overcome before the days of the Burleigh drill and
of high explosives. I will take you from the eastern foot
of that range of mountains across the desert of Nevada, on
which, from Reno to Corinne, for 500 miles, but one single
white man lived, and which produced no tree in all that
distance out of which a board could be made, nor any of
the materials of which the superstructure of railroads is
made ; over that desert waste, where we hauled water for
miles to the line of the road, and where none could be
obtained in any other way.

When we have made this trip—when we have traveled
over this line and brought ourselves back to 1863, '64,
'65, '66, '67, '68, '69—you will be satisfied, beyond
a shadow of doubt, that $42,000,000 never constructed
that line of railroad.

GRAVITY OF THE ISSUES INVOLVED.

I have already said that I have listened to the proceed-
ings before this committee with care and attention since
its organization; that I have heard all of the argu-
ments and statements made here. Up to the time when
Governor Stanford addressed you this morning, no one had
ever presented the question of right or wrong.

It is with that question I propose to deal, as briefly as
possible, but, if your patient kindness permits, most
thoroughly; for it involves not only a large sum of money,
but it involves what is far more sacred, the character and
reputation of the living and of the dead.
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In time, the transactions under investigation have cov-
ered nearly a third of a century—twenty-eight of the most
eventful years of the history of the world—in which
more important things have occurred bearing upon the
happiness and destiny of mankind than in any one century
preceding. Most truly has New England's gifted poet
said that "life greatens in these later years—the century's
aloe blooms to-day."

So far as this nation is concerned, that period of twenty-
eight years has been most eventful, and the event not the
least in consideration—which left its impress upon the
destinies of this country—was the construction of the
first transcontinental line of railway, which was to bind in
bonds of steel the old East to the young and growing West.

STRUGGLE FOR THE ORIENT TRADE.

From the earliest history Western nations have struggled
to draw to themselves the trade which springs from the
human hives of the Orient and the Indies. In the contest
for this trade it is not an overstatement to say that millions
of lives have been lost and millions of dollars been spent.

At quite an early day in our history men, who were then
thought to be visionary, dared to look forward and to
anticipate the day when by means of a transcontinental
road that great trade would be diverted from its old chan-
nels and carried across this country; that this nation, like
Palmyra of old, would levy a just tribute upon the passing
commerce of the world.
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These dreams, visionary as they seem to be, have, in
part, been realized, and to-day, between the frozen North
and the sunny South, seven lines of transcontinental road
have come into existence. Lines of steamers, which are
the result of private enterprise, ply upon the Pacific and
bear to our Western shores for transportation to the East
and Europe the teas, silks and spices of the Orient and the
Indies.

SUEZ CANAL.

That all of those dreams have not now turned into
realities, and all of the commerce of that mighty East has
not been given to us, rests not upon things left undone by
this people, but upon the fact that a great Frenchman with
a bold hand reopened the ancient canal and shortened, by
thousands of miles, the water line from Asia. De Lesseps
spent in that work countless millions, and has taken in
honor all of the rewards which a grateful country could
upon him bestow. No legislative committee has investi-
gated him; no strange commissions, clothed with inquisi-
torial powers and functions unknown to the traditions of
English-speaking peoples, have been called to render
judgment upon him; no keen lawyer, the advocate of the
French Government, has sat in his elegant office in Paris
and computed how many tons of sand De Lesseps dug
from the desert or how many drops of sweat he poured
out under a tropical sun in that achievement.
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VALUE OF A THROUGH UNE.

The importance of a railroad across the continent early
impressed itself upon the people of the East. Many dis-
tinguished Southern statesmen advocated the construction
of such a road on the line of the thirty-fifth parallel; and
had their views been carried out, and had that line been
built before i860, the South would have been united by
rail with the Pacific coast, its population would have been
diverted in that direction, and it is not beyond the bounds
of possibility that the annual product of the gold of Cali-
fornia during the years of the war would have flowed into
and enriched the treasury of the Confederacy, while the
port of San Francisco might have sheltered its infant navy.

THE FIRST STEP TAKEN.

But nothing was absolutely done. A survey of the vari-
ous routes was made, under a congressional act, by Captain
Stevens, and completed in 1853. He ran a preliminary
line from the Missouri river to Benicia, in California, and
estimated the cost at that time of a single track between
those two points at $115,000,000—less than it afterwards
cost to build the Central and Union Pacific Railroads.

In i860 Mr. Judah, Mr. Stanford, Mr. Huntington,
Mr. Hopkins and the brothers Charles and Edward Crocker,
three of whom are dead and three living, became interested
in the project.
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THE DUTCH PLAT ROUTE CHOSEN.

They caused five preliminary surveys to be made across
the Sierra to ascertain whether a practicable route for a
railroad could be found, and at last settled upon the pres-
ent route, then known as the Dutch Flat or the Donner
route. They went to the summit of the Sierra and looked
down upon Donner Lake, r,2oo feet below. The ascent
of the mountains from the west, a rise of more than' 7,000
feet in 83 miles, was barely practicable. The descent
north of Donner Lake was impracticable, and the descent
on the south seemed nearly so. Solid walls of granite
rose abruptly from Donner Lake 3,000 feet. Clinging to
the sides of the precipice, passing under the projecting
points, the road had to descend, if it was ever built. The
world had pronounced it impracticable; and if these men,
when they first gazed upon it, had been trained railroad
builders, they would have assented to that judgment.

But they were not railroad builders. They were in the
morning of their lives. They were numbered among the
adventurous pioneers of the West, and with them enthusi-
asm took the place of judgment. They embarked upon
the desperate undertaking, and to its success pledged their
fortunes, ventured their lives, and, against the combined
judgment of the world, triumphed.

AN EXCITING PROSPECT,

From their mountain stand-point they could look far out
upon the unbroken territory lying to the east and consider
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the rumors that were coming fast and thick of the hidden
wealth which lay in its mountain fastnesses. They knew
that no line of railroad had reached the Missouri river
from the East; that for 2,000 miles there were Government
posts to which supplies had to be hauled by ox teams.
They believed that if they could cross the Sierra and
reach into this wilderness they would develop a mighty
trade and have no competitor except the slow-moving ox.

They did not ask Government aid, but returned to their
homes, and in 1861, under a general law of the State of
California, organized the Central Pacific Railroad Company
of California, with a nominal capital of $8,000,000, to
construct a railroad from the city of Sacramento to the
eastern boundary line of the State of California. They
went to the Territorial Assembly of Nevada, laid their
project before it, and received the consent of that Legisla-
tive Assembly to construct a railroad across the deserts of
Nevada.

THE ROCKY MOUNTAIN PASS.

It was supposed at that time that the Rocky Mountains,
as their name implies, presented as great obstacles to the
construction of a railroad as did the Sierra. They did not
know, as it afterward turned out to be, that a way for the
railroad builder had been prepared by nature from the
banks of the Missouri to the eastern base of the Sierra,
and that, so far from there being difficulties in the way, it
would cost less to construct a railroad from the eastern
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base of the Sierra Nevada Mountains to the city of Chi-
cago than it did to construct a railroad from the city of
Sacramento across the mountains to their eastern base.

UNDER DIFFERENT CONDITIONS.

Had no act of Congress ever been passed—had these
men been allowed to work out their destiny in their own
way—they would have slowly crossed the mountains at
the minimum of expense. They had no competition for
all the trade of the great interior except the competition
of ox teams. Out of the proceeds of that trade, as things
have since turned out, they could easily have extended the
road to the city of Chicago, and would to-day, in all prob-
ability, have been free of debt and the wealthiest corpora-
tion in America.

CONGRESSIONAL LEGISLATION.

Next in the cycle of events came the act of Congress of
July i, 1862. That act constitutes the basis of the contract
between this company and the Government of the United
States, As we are now considering the relations of these
parties, and as we now assert that we have performed all
the obligations of that contract, and that the United States
has performed none of them, it becomes necessary, when
truth and justice are the end to be attained, to inquire
what that contract was. It is a cardinal rule in the con-
struction of contracts, whether legislative or otherwise,
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that the tribunal which is called upon to construe a con-
tract must place itself as nearly as possible in the situation
which the parties occupied at the time the contract was
made; that it must not interpret a contract by the judg-
ment which comes after the fact, but in the light of the
surrounding circumstances and facts.

ACT OF JULY, 1862.

We have passed the point at which the Central Pacific
Railroad Company was organized. We have seen that it
antedated any act of Congress. We now come to the 1st
of July, 1862, the date of the passage of the first Pacific
railroad act.

At that time the population of the United States was
little more than 30,000,000, and this population was con-
fined chiefly to the States lying east of the Mississippi
river. Minnesota, Iowa, Missouri and Arkansas—the
States lying west of the Mississippi river—then had a
population small in comparison with the present popula-
tion of either. This population, by the very necessities of
the situation, was confined almost entirely to territory
lying within a few miles of the navigable streams.

A VAST AREA.

West of theTMissouri river, south of British Columbia,
north of the Rio Grande, and east of the Sierra Nevada,
was a territory almost, if not quite, in extent equaling
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that east of the Mississippi river. It was over 1,400 miles
in length and over 1,300 miles in breadth. It was greater
in extent and richer in resources than all the territory
which Caesar's legions gave to the dominion of Rome. It
was a territory without a white settlement (except the
Mormon settlement at Salt Lake) of any considerable
extent. From the Missouri river to the Sierra was a
solitude, the silence of which was unbroken save by the
trapper, wild animals and the wilder savage tribes, its
only occupants.

THE AMERICAN DESERT.

The whole of it, as late as 1850, was marked upon the
maps as the American Sahara or the u great unexplored
desert." In the length and breadth of this territory there
were but few navigable streams, and its occupation by
civilized man, as it then stood, was an impossibility. The
situation, even upon and near the banks of the Missouri
river, is graphically described by the chief engineer of the
Union Pacific Road in his report to the President of that
company under date of December 1, 1869. The chief
engineer says:

u I n 1863 and 1864 surveys were inaugurated, but in
1866 the country was systematically occupied, and day
and night, in summer and winter, the explorations were
pushed forward through dangers and hardships that very
few men at this day appreciate. Every mile had to be
run within range of the musket. In making the surveys
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numbers of our men, some of the ablest and most prom-
ising, were killed, and during the construction our stock
was run off by the hundreds—I might add, by the thou-
sands. The lack of confidence in the project, even in
localities to be the most benefited, was so great that
laborers demanded their pay in advance before they would
perform a day's work."

INDIANS FAIRLY TREATED.

The situation in like respect was not less dangerous
between the Sierra and Ogden. That country was infested
with hostile Indian tribes, constantly at war with the
whites. While this danger existed and had to be met, it
was not by force of arms, but by a treaty made between
the Central Pacific Company and the Indian tribes between
the Sierra and Ogden, which has on each side been most
faithfully maintained from that day to this.

Many times since the construction of the road these
tribes have been at war with the United States. In no
single instance have they ever violated that solemn treaty
or injured a man connected with the railroad or a passenger
borne upon its trains. The reverse is true as to the Union
Pacific. It was built in the presence of an armed force,
and its trains have since been destroyed by hostile tribes.
The influence of the treaty between the Central Pacific
and these Indian tribes was felt long years afterward, and
still is felt, on the line of the Southern Pacific Railroad.
The same obligations were impliedly entered into between
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the Apache Indians, the wildest tribe known to the con-
tinent, and the railroad company. Although that tribe
lias carried murder and arson over the Territories of New
Mexico and Arizona and the northern States of Mexico,
in no single instance has it interfered with the trains of
the Southern Pacific, its passengers or section men, though
repeatedly war parties have crossed and recrossed the
track. Iii striking contrast to the faith kept by Piutes
and Apaches stands the broken faith of a civilized nation
with this company.

OBJECT OF TH3 RAII.ROAD ACT.

As a military necessity, and not to loan money and
secure its repayment, but to secure the construction of a
railroad which should be a Government instrument in
peace, as well as in war, and to provide for its mainte-
nance forever, the act of July r, 1862, was passed, charter-
ing the Union Pacific and making certain offers of aid to
the Central Pacific—then in existence and in operation as
a corporation—of the public laud of the United States,
then iu the exclusive possession and occupation of savage
tribes and uninhabitable, and over which the United
States exercised no more authority beyond the range of
rifle-shot from its military posts than it exercises now over
the interior of Africa.


