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TESTIMONY

TAKEN BY

THE UNITED STATES PACIFIC RAILWAY COMMISSION,

A8 TO

THE WORKING AND FINANCIAL MANAGEMENT OF THE RAILROADS
THAT HAVE RECEIVED A1D FROM THE GOVERNMENT IN BONDS.

_ NEw Yomk, April 27, 1887.

The Commission met at 10 a. m.

Present: Commissioner Pattison (chairman), and Commissioner An-
derson.

The secretary was directed, for convenience of reference, to prefix to
the report of the testimony a copy of the act of Congress constituting
the Commission, and defining its powers and duties.

The act is as follows:

AN ACT authorizing an investigation of the books, accounts, and methods
of railroads which have received aid from the United States, and for
other purposes.

Be it enacted by the Senate and House of Rerresentatives of the United
States of America in Congress assembled, That the President of the United
States, be, and he is hereby, authorized to appoint three commissioners,
whose compensation shall be seven hundred and fifty dollars per month
to cach, and the necessary traveling expenses and bourid bills, for which
proper vouchers shall be retarned, to be approved by the Secretary of
the Interior; and said commission may appoint a stenographer, it neces-
sary, and fix his compensation; and the persons appointed on the said
commission shall have power to examine all books, papers, and methods
of the companies bereinafter named, employ experts if necessary; and
they shall at all times be under the immediate direction and control of
the President of the United States, and may at any time be removed
by him in his discretion. The term of office of said commissioners shall
not extend beyond the beginning of the next session of the Senate.

If the Senate shall be convened after the fourth day of March, eigh-
teen handred and eighty-seven and before the first of December in said
year and the duties of said commissioners shall not then be completed,
the President shall by and with the advice and consent of the Senate
appoint three commissioners who shall perform and complete the duties
prescribed in this act within the time therein specified.
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U. 8. PACIFIC RAILWAY COMMISSION. 5

legislation, and to investigate and report all the facts relating to an
alleged consolidation of the Union Pacific Railroad Company, the Kan-
8as Pacific Railway Company, and the Denver Pacific Railway and Tele-

ph Company into an alleged corporation known as the Union Pacific

ilway Company. Said investigation shall include the alleged sale of
the stock of the Kansas Pacific Railroad Company to the Union Pacific
Railroad Company, and all the circnmstances and particulars pertain-
ing to said alleged sale, and whether any of the Pacifle railroad corpo-
rations which obtained bonds from the United States to aid in the con-
struction of their railroads have expended any of their moneys or other
assets in the constrauction, or to aid in the construction, of other rail-
roads, or invested of their moneys or other assets in the stocks or bonds
of any manufactaring, mining, and commercial eompanies or corpora-
tions, or of other railroad corporations; and if any such expenditures
or investments have been made, the extent and character thereof made
by each of said corporations shall be inquired into, and also the present
interest of any of said corporations in the railroads auxiliary to their
respective railroads.

And said commission shall also ascertain and report the names of all
the stockholders in each of said companies, from its organization to the
date of the investigation herein provided for, as they appear on the
books of said companies at the date of its annual meeting in each year;
the amount of stock held by each; what consideration, if any, was paid
by each stockholder to said company for his stock, and when and in
what property such payment was made; the date when each stock-
holder 80 appearing on the books became such; and whether stock is
now held or has heretofore been held in the name of any person in trust
or for the benefit of any other, and the names of all such persons; the
total amount of the stock in each company, and the dates and amount of
any increase of such stock, and the reason for such inerease; and the
amount of the annual salaries or compensation that are now or at any
prior time have beon paid to any officer or employee of said company,
when such salary or compensation amounts to five thousand dollars or
more per annam, and the names of the persons now receiving or who
have heretofore received such salaries or compensation, and all bonuses
of donations which may have been given or paid to any such person;
and all payments made under the head of legal expenses, to whom
made, and the amount paid to each, and for what specific serviees such
payments were made.

Said commission shall also inquire into and report upon the relations
of said railroads to the interests of the communities through which they
pass ; to all questions concerning the payment of taxes, especially npon
lands granted by Congress, and the delay of said companies in taking
out patents for snch lands; the rates of fare and freight charged, dis-
criminations, differentials, pools, and other devices, and the facilities
and accommodations furnished to the patrons of such roads; and their
report shall embrace a consideration of the interests and rights of said
cominunities as -affected by whatever plan of settlement or payment of
the existing debt may-be proposed.

Said commissioners shall also consider and report whether the inter-
ests of the United States require any exteusion of the time for perform-
ance of the obligations to the United States of said companies, or any
of them, and the facts and circumstances upon which said opinion is
based, inclading the security held by the United States for the per-
formance of such obligations, and the value thereof, and the value of
the property of such companies, and either of them, not included in sach
security, and what forther security it is expedient that said companies
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ities through which the roads pass, as to retard the development of the
country. ’

That the commissioners hereby created, or either of them, shall have
power to require the attendance and testimony of witnesses and the pro-
duction of all books, papers, contracts, agreements, and documents re-
lating to the matter under investigation, and to administer oaths; and
to that end may invoke the aid of any court of the United States in re-
quiring the attendance and testimony of witnesses and the production
of books, papers, and documents under the provisions of this section.
Any of the circuit or district courts of the United States within the
jurisdiction of which such inquiry is carried on may, in case of contumacy -
or refusal to obey a subpena issued to any person, issue an order re-
quiring any such person to appear before said commissioners, or either
of them, a8 the case may be, and produce books and papers if so or-
dered, and give evidepce touching the matter in question; and any
failare to obey such order of the court may be punished by such court
as a contempt thereof.

The claim that any such testimony or evidence may tend to criminate
the person giving such evidence, shall not excuse such witness from
testifying ; but such evidence or testimony shall not be used against
such person on the trial of any criminal proceeding.

SEQ. 3. That the sum of one hundred thousand dollars, or so much
thereof as may be necessary, is hereby appropriated, out of any money
in the Treasury of the United States not otherwise appropriated, for
the purposes of this investigation.

SEc. 4. That whenever, in the opinion of the President, it shall be
deemed necessary to the protection of the interests and the preservation
of the security of the United States in respect of its lien, mortgage, or
other interest in any of the property of any or all of the several com-
panies upon which a lien, mortgage, or other incumbrance paramount
to the right, title, or interest of the United States for the same property,
or any part of the same, may exist and be then lawfully liable to be en-
forced, the Secretary of the Treasury shall, under the direction of the
President, redeem or otherwise clear off such paramount lien, mortgage,
or other incambrance by paying the sums lawfully due in respect
thereof ount of the Treasury; and the United States shall thereunpon be-
come and be subrogated to all rights and securities theretofore pertain-
ing to the debt, mortgage, lien, or other incumbrance in respect of which
such payment shall have been made. It shall be the duty of the Attor-
ney-General, under the direction of the President, to take all such steps
and proceedings, in the courts and otherwise, as shall be needful to re-
deem such lien, mortgage, or other incumbrance, and to protect and
defend the rights and interests of the United States in respect of the
matters in this section mentioned, and to take steps to foreclose any
mortgages or liens of the United States on any such railroad property.

SEc. 5. That the sinking-funds which are or may be held in the
Treasury for the security of the indebtedness of either or all of said
railroad companies may, in addition to the investinents now authorized
by law, be invested in any bonds of the United States heretofore issued
for the benefit of either or all of said companies, or in any of the first-
mortgage bonds of either of said companies which have been issned
under the authority of any law of the United States and secured by
mortgages of their roads and franchises, which by any law of the United
States have been made prior and paramount to the mortgage, lien, or
other secarity of the United States in respect of its advances to either
of said companies as provided by law.

Approved, March 3, 1857.






COLLIS P. HUNTINGTON. 9
HISTORY OF CUENTRAL PACIFIC.

Q. To give us some general information in regard to the history of
this enterprise, not calling for exact tigures at first, will you start with
your first connection with it and describe the road as it commenced and
as it grew, as far as your memory serves you! We haveall the reports
here from 1872 down, if that will assist you!—A. The company was
organized, I think, in 1861.

Q. Under a California charter¥—A. Under a California charter.
After its organization I came to Washington to get some aid from the
Government, which was obtained. That is, what we supposed would
be some aid. It has not turned out to be of any particular benefit to
the company, I think. It was our intention to get some aid. Before
we got any aid we commenced work, almost immediately after the pas-
sage of the act of 1862. We commenced work and we built the road,
I think, to Cisco without any aid, 92 miles.

Q. Ninety-two miles from where I—A. Sacramento. IbLought all the
material here. We commenced under small contractors. I think we
let the road to nine different contractors between Sacramento and New-
castle, 31 miles; but they got very much demoralized, labor was diffi-
calt to obtain, and the first contractors picked up all the labor they
could get, when the labor started to go up theline to the man that had
employed them on the apper section. It was a little pleasanter working
down the valley. The sub-contractors thus interfered with each other.
Afterwards we let a contract to Charles Crocker & Co., and we went
on under that arrangement some time. They were doing the best they
could, but I think I wrote to them they had better organize a company,
and ti:ey organized the Contract and Finance Company, and the road
was built by that organization. The object was to get other parties here
in. I will say that I had a talk before we did this with a great many,
and they would not take the respousibility of going in as individuals—
as an association of individuals or partners. They would not take the
responsibility. I told them that I thought if they would organize a
company I could get people here to take an interest with us, where their
responsibility was limited beforehand.

Q. Was the Crocker contract made before or after the passage of the
act of 1862 1—A. It was made after.

Q. Before the passage of the act of 1862 were the funds of the com-
pany provided by subscriptions to the stock or the issue of bonds?
The first were subscriptions to the stock.

Q. That is to say, a cash subscription ; or payment to the contractors
with stock 1—A. Af first it was cash.

Q. How long after the act of 1862 was the Crocker contract madet—
A. My impression is it was a year or more. I was here all the time,
and my impression is it was something about a year or a little more
than a year after the act, 1864.

Q. Have you a copy of the Crocker contract 1—A. I have not; I do
not know that I ever saw it.

Q. Do you know to what portion of the road it applied I—A. It was
all in California. Whether or not it embraced all in California I do
not remember; but it did not come east of California.

Q. Under the Crocker contract the construction continued t—A. Yeg,
8ir.
Q. Can you tell us, by date, about the rate of progress that was
made ¥—A. I think the work was in the Sierra Nevada Mountains, in
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individoally, which we did- pretty largely here, we managed to get
through.

Q. My question is a8 to ‘who constituted the Finance Company, and
what the arrangement with them was t—A. The stock of that company
was pearly all held by Governor Stanford, Mr. Hopkins, Mr. Crocker,
and myself. There were some few small stockholders, but I could not
8ay who. Mr. Hopkins asked me what we woul? do, and I wrote back
that he counld ¢ take as little as he could and as much as he must,” and
not any more.

Q. What was the name of that company 1—A. Contract and Finance
Company. ‘

Q. What was the subject of their contract? I want to know between
what points.—A. It was Camp 24, if I remember right. I am not cer-
tain that I ever saw the contract. Mr. Hopkins, of the firm of Hunt-
ington & Hopkins, hardware and metal merchants, attended to theso
things.

Q. It was the road, substantially, after leaving the State of Califor-
nia 1—A. O, yes, sir. Camp 24, I think, is on the State line. It was
a contractor’s camp, you know; and it was from that to the point of
junction.

Q. About five miles west of Ogden, wasit not!—A. We graded down to
Ogden very near, and the Union Pacific people graded ont to Humboldt,
Wells—I shonld say 170 miles—in sight of each other. Mr. Durant was
going to the Pacific Ocean, I believe—he started for there, at any rate—
and I told himn to tell our people I thought we should strain every nerve
get into Salt Lake Valley to secure a portion of that business. It has
not turned out as valuable as we thought it would be, bat it then had
nearly all the trade between the Wahsatch Valley and the 100th merid-
ian, this side of Cheyenne a short distance.  Bat, finally, I made ar-
rangements with Sam Hooper and Ames, among them, that they might
build the road to Promontory Point, 54 miles west of Ogden. I would
agree that they should build the road to that point, and then we would
buy that piece of road, and in that way come intothe Salt Lake Valley,
-or to divide that business a little, or we would cowme in alongside of
them, and they could take their choice. They sold the road.

Q. Have you a copy of the contract between the Central Pacific Com-
pany and the Finance Company?—A. No, I have not. I think it is an
even chance that I never saw it.

Q. Can you state substantially what its terms were?—A. It was a
contract to take the bonds and stock, I should say, of the company and
build the road. A certain amount of stock, but not the whole stock.
The capital stock was $100,000,000. It was to take a certain amount
of stock and bonds to build the road.

Q. Do you remember the rate per mile, computing the-bonds and
stock at par?—A. No; I can tell you pretty nearly; I do not think it
was over $100,000 per mile. I think something about that.

Q. Do you remember the relative proportion of bonds and stock $—
A. The Government bonds and the company’s bonds—about $64,000
was what the bonds were.

Q. Sixty-four thousand dollars in bonds and the balance in stock ?¥—
A. That was just it.

Q. And the balance in stock 1—A. Yes, sir.

Q. About 36,000 in stock per mile —A. Yes, sir. I have got it in
my mind it was about $100,000 in all.

Q. The junction was effected by 1869?—A. The 10th of May, 1869,
if my memory serves me right.
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send for it, if I have not got it here. I could send to Oalifornia and
et it.

g Q. We wonld like to see the articles of consolidation, so as to under-

stand them exactly. What other construction besides the construction

that you have described has been undertaken oy the Central Pacific 1—

A. The Central Pacific built from Lathrop to Goshen, 146 miles and a

fraction, south.

THE LATHROP BRANCH.

Q. In what State is that '—A. That is in California.

Q. Which is the point that is on the Central Pacific road1—A.
Lathrop.

Q. How far is that from San Francisco *—A. By the direct line, the
nearest line 1

Q. By railroad?—A. There are two lines of road that run from San
José to Lathrop. It is about 80 miles by the shortest.

Q. And this branch runs south from Lathrop to Goshen !—A. Yes,
8ir.

Q. About 110 miles ?—A. One hundred and forty-six and a fraction,
I think.

Q. When was that road built ¥—A. That must have been built some-
where between 1869 and 1870, I should think.

Q. By*what contract was that road built?¥—A. I do not know. I
think it was built by the Contract and Finance Company, though.

Q. The same company that built the main line?—A. Yes, sir.

Q. Have you ever seen the construction contract 1—A. No; I do not
believe I ever have.

Q. Were you personally interested in it?—A. If the Contract and
Finance Company were, 1 was.

Q. As astockholder #—A. Yes, sir. -

Q. Do you remember how that contract was made? By whose vote?
—A. No; Idonot. Idonotthink I have been there on the letting of
any of the contracts.

Q. Do you know whether that would appear in the books of minutes
of the proceedings of the directors *—A. Very likely. Ob, yes, sir; it
must have. It is regular business and it must appear.

Q. Was it the practice of the company to make such contraets by res-
olation of the board or by act of the president of the company 1—A. I
should think that wonld be ratified by the board, at least.

Q. Do you know what the contract price for the construction of the
Lathrop branch was?—A. No; I do not.

Q. The gaunge is the same as that ot the mwain line —A. Yes, sir;
4 N x

. Please tell us what sort of country it runs through, and what places
this branch connects with.—A. It runs nearly south from Lathrop, and
it did not connect with anything at the time. There was nothing up
there ; no town. :

Q. i)oes it follow the bed of the river *—A. It followethe valley. It
goes up the San Joaquin Valley. There are a great many streams to
cross. You can get the names off the map better than I can give them
to you, but there are quite a number of streams. Every little distance,
I noticed, there was a long bridge. .

Q. What was the object to be attained by the construction of that
road 1—A. To develop the country. We thought it wonld be a good
wheat country, but they could not draw the wheat very far by teams.
There have been quite a number of towns built up since—Merced and
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Q. The California Pacific was a railroad organization, was it not ¥—
A. Yes, sir. -

Q. Between what points +—A. Between Sacramento and Vallejo.

Q. Is that corporation still in existence I—A. Yes, sir; it is.

Q. You purchased the interest in the corporation 1—A. We purchased
the stock.

Q. Along in 1870 ¥—A. Yes, sir. . ;

Q. And in that way acquired title to the steamers 1—A. Yes, sir.

Q. And subsequently the steamers were sold to the Central Pacifict—
A. I think so. We used some of them; running between San Francisco
and Oakland. )

Q. How was that contract made between yourself and the Central
Pacific Company for the transfer ¥—A. I do not know. I did not have
anything to do with that. That was done after I left California.

Q. The Central Pacific acquired the title to your steamers —A. I
know ; but that was after I left. I bought the steamers with the Cali-
fornia Pacific. _

Q. And then you sold them *—A. Then I left. I was there only about
thirty days, and when I left they wanted some boats, as I remember,
for Oakland Ferry, and they made a transfer.

Q. The terms to be paid must have been assented to by you before
that went into effect *—A. No; not necessarily. Idid the trading part
of it. I did not buy it for myself.

Q. You mean you bought the California Navigation Company for the
Central Pacific ¥—A. No; Mr. Crocker was interested, and Mr. Stan-
ford, and Mr. Hopkins, apd several had a lesser interest; but we four
owned a large majority of it.

By the CHAIRMAN :

Q. Was it a company purchase ¥—A. No.
Q. Individual purchase ¥—A. Individaal; yes, sir.

By Commissioner ANDERSON :

Q. Then these individuals who owned the stock, and through the
stock these steamers, must have assented to the terms of the transfer to
the Central Pacific before it could go into effect I—A. We bought the
stock of the California Pacific. I was net a director of the California
Pacifie, and it was not necessary that it should come before me.

. THE CALIFORNIA PACIFIC.

Q. Who were the directors of the California Pacific?- A. Major
Hammond, I think, was oue.

Q. Please give his full name,—A. H. P,, I think, are his initials.
We always called him ¢ Major” Hammond. I could give you the names
of the directors, but that is one of the things I could have to-morrow, I
suppose, or the next day.

‘Qii Do you remember the price paid for those stcamers1—A. We

‘paid—

Q. No; paid by the Central Pacific Company ¥—A. No; I do not.

Q. Does it not figure in their reports at something like £800,000 1—A.
Well, it is possible. I do not remember, myself.

By the CHAIRMAN:

Q. Did you sell to the Central Pacific Company *—A. No.

Q. Who did sell I—A. I purchased the stock of the Oalifornia Pacifie
for others and myself. They owned those steamers.

Q. As individuals t—A. The stock, as individuals,
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Q. What is the next item of constrnction that the Central Pacifle un.
dertook 1—A.. I do not remember any. The California and Oregon rouil
was built by the California and Oregon Company.

Q. Started by them !—A. Yes, gir; was built to Tebama, I think,
and then it was consolidated with the Central Pacific, and tiley have
veen building it ever since. I think now they have got it to the Btate

line.
THE CALIFORNIA AND OREGON.

Q. What is the ultimate destination of that road I—A. From BSan
- Francisco to Portland, Oregon. It is built to the State line. But Lan-
derstood the question to be as to the Central Pacific’'s construction. An-
other corporation in Oregon took up the construction ; the Central Pa-
cific completed the road. It was started as the California and Oregon
road sod bailt, I think, to Tehama, and it has been bailt since to the
State line by the Central Pacific. Since that time wehave acquired
control of the Uregon and California.

Q. The Central Pacific has acquired that 7—A. No.

A. Who has aequired control of the Oregonf Do you mean some
individualz 2—A. Yes, 8ir; to run in that interest; to improve these

Q What was the Oregon and California corporation 1—A. That was
aa Oregon corporation.

Q Tv comsiae: a road from where!—A. From Oregon to the south
lime of the Siate. to connect with the California and Oregon. Oars was
called Califarnia and Oregon, and theirs the Oregon and California, and
tbﬂmgmahndgrantatthesamenm&

Q A 3mze land grant 1—A. No; from the Federal Government.

Q. A Unizad Siages land grant X Yes, sir.

Q Hive thos: 1wo roads united 1—A. They have not.

Q Whas is ihe gap !—A. It is about forty miles between the State
line and Asdiand.

Q T rnaomsiracted portion is in Oregon 1—A. Yes, sir.

Q Se thas the California and Oregon mcompleted to the Btate line $—

A Toihe S e Ine.

Q was this eonstruction commenced by the Califorvia and
Orezm oompany *—A. 1 think in 1867 or 1363 ; I may be wrong, but
I think the e Jaased grnnnngthelandgrantmthemm 14665, auad |
shoald Tk wrnh™ two vears afier they commenced and dnl RO
wock and thexr TheT got into difficalties and eoald not gt along—Mr,
s sn¢ 8vme oobers—and it fell into cur hands.

Q Wihex 1:u? twev completed it to Tebama — A 1 should thiuk that
i1 35 o 3505 ar 154

Q Tier == wut 3 consolidation. as I understand it, wtwern the
Ceax—a Yurthe and = California and Oregon !—A. Yex sir.

Q Wyer v T oidsolidation eflected I—A. 1 think about 1570,

Q Dbefirs 1o rin o Tehama ?—A. 1 am right alwat tw eonsolida
tea DG I maT 1 wTong about bow far the ruad was ailt ander the

Calfemus suc O 1 am right alont the copwilidation, however, I
smouns S S0 ey mast bave had ss road. or clee they oum-
plete Pie=ior : 1AG XY impressiom is thas the California and Orezon did
B POl T %+ for aF Tehama

Q@ Es—+ 7o Tuwes arndles of oumeslidation '—A. Tey are the same.
Ewae al Gons a0 T ssme tme, | Ak : 19 San Juwgain read frem
Lahrwy: = Gusisen und the California Lnd Oregon: the same conselide-
B @ IeEE I DCh.

2=
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Q. Do you remember the rate per mile?—A. Yes; I think I do. [
think they took it in securities at about $125,000 a mile face value. |
know I had some dispute with my people about it, and I thought it
was not enough. They thonght it was. I had been over the line and
it was such a terrible road to build that I did not believe they would
get as much money out of the securities as they would have to pay out
to baild the road.

Q. Can you state what the securitics were !—A. I think it was 80,000
shares of the Central Pacific and 82,100,000 of the Central I'acific
bonds—#$2,100,000 Central Pacific first mortgage bonds—that is, the
bonds on that piece of road they were building.

Mr. TWEED. The bonds secured on the California and Oregon Com-
pany.

Q. What are they called 1—A. I think the Central Pacific was the
consolidation. The first was California and Oregon, but these were
called Central Pacific after the consolidation.

Q. Are all the bonds gunaranteed by the Central Pacific 1—A. They
were not guaranteed ; they were simply a bond of the Centrzl Pacific.
That is no special guarantee.

Q. Has the work under the Pacific Improvement Company contract
been ecompleted I—A. I hardly think that it has been fally completed,
bat the road is built to the State line. There is always a great deal of
ballasting after the rails are on, and it generally takes a couple of thou-
sand dollars a mile to clean up and ballast. '

. Q. Have all the stor:ks and bonds that were payable ander that con-
tract been issuned. do you know !—A. I presume they have.

Q. Have you completed the general statement of all constraction which
has been effected by the Central Pacific from the commencement of the

enterprise to date !— A. I do not think of anything else.

By the CHAIRMAN :

Q. How does the Central Pacific get into San Francisco !—.A. The way
itis operated now it is over the California Pacific and the Northern.

Q. The Central Pacific itself has no entrance into Sun Francisco asa
corporation '—A. Yes, sir.

Q. Belonging to it *—A. Yes. We run down on the old Western PPa-
cifie 1o Niles. and then there is a short line from there to Oaklamd, and
from that to San Francisco.

Q. Who is the short line operated by !—A. The Central Pacific. It
is consolidated with it. It is a part of it, as much as any other part,

AFTERNOON SESSION.
COLLIS P. HUNTINGTON., being further examined, testificd as fol-
lows:

By Commissioner ANDERSON:

Qaustion. Do you recollect about how much of the stock of the Cen-
tral Pacifie ksl 'weem iszued for construction Lefore the passage of the
actof 1927 A nswer. My impression is that there had not been any
&ock issar]l. I think there had been subscriptions; but the stock was
oaly issmed. as I remember, after it was all paid for. 1t was called for
m msalmeniz. and there was no stock issuned until after the act of
1362; :haz is my recoilection.

CONSTRUCTION ARRANGEMENTS.

Q De you remember about how much the subseriptions amounted to
that were made before that act 1—A. No; Ido not.









