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TESTIMONY
TAKXX BY

THE UNITED STATES PACIFIC RAILWAY COMMISSION,
A8 TO

THE WORKING AND FINANCIAL MANAGEMENT OF THE RAILUOAD8
THAT HAVE RECEIVED AID FROM THE GOVERNMENT IN BONDS.

DENVER, COLO., Monday, July 11,1887.
The Commission met upon the call of the chair, all the Commissioners

being present.
LEONABD T. SMITH, being farther examined, testified as follows:
The CHAIRMAN. Yon were sworn and examined in Leavenworth,

Kans.!
The WITNESS. Yes, sir.

By Commissioner ANDERSON :
Question. Since you were examined at Leavenworth we have been

over the Kansas Central, and desire to call your attention to an answer
made by you, that the actual cost of constructing that road was from
$20,000 to $22,000 per mile. Please tell the Commission whether, on
reflection, that was not an overstatement of the actual cost?—Answer.
I do not think it is. As I said to you when I made the statement, I
would have to refer to books to make an accurate statement. But I do
not think the road could be built, at that time, for less than that money.'

CONSTRUCTION OF KANSAS CENTRAL.

Q. When was it built t—A. A part in 1871 and 1872.
Q. How many miles t—A. Fifty-six miles in 1871 and 1872. During

the panic, that was.
Q. The rest of it was built when !—A. To Onaga, 1877—28 miles. The

rest of it was built from 1879 and 1881. I think we commenced in the
spring. Mr. Garrison bought it in 1879. A part of it was built iu 1879;
35 miles to Garrison.

Q. We are not inquiring as to how many dollars in bonds the company
issued to construct and build the road, but we are inquiring as to what
it cost the contractors themselves for the iron and material put on that
road.—A. I think I explained to you that there was no contractor.
Hie company built it themselves. I was the president of the company,
and my associates and I, as we spent the money, made requisitions or
jBonthly estimates and were paid by the company.

vna
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i V " TO ITSELF AND ADVANCED THE MONEY.

• ••".: :?• ftV»oW*ilid the coni])any issue the bonds!—A. To themselves, and
•: ; : . •'attvauced the money. That was the first part. In the first place the

road was built, the company building it and taking the bonds at par,
and furnishing the money at par for the bonds, as far as Onaga.

Q. What company was that!—A. The Kansas Central.
Q. Do you mean they took their own bonds!—A. They took their

own bonds and borrowed the money or advanced the money on the
bonds. That wan until Commodore Garrison came in.

Commissioner ANDERSON. Leaving out the bond transaction entirely,
the Kansas Central must have bought the rails from dealers in iron !

The WITNESS. Yes.
Commissioner ANDERSON. They did not pay for those in bonds, but

with money !
The WITNESS. They paid with money.

COST OF CONSTRUCTION^

Q. Measuring the cost of that road by the money so paid and by the
money paid to the material men who ballasted and regulated the track,
what is your judgment as to what it cost per mile to construct the
Kansas Central!—A. Not less than $20,000 to $25,000 a mile. As 1

* say, I would have to refer to books to give any data.
Q. What, iu your judgment, was the iron worth per ton !—A. One

hundred dollars per ton, the first iron, delivered in Leavenworth.
Q. How many tons per mile!—A. They were 30-pound rails, all of

them, for the first 50 miles. That would be a little less than 50 tons
per mile. Including side tracks and all, it would be a little over that

Q. Uow much did the iron cost on the rest of the road, built in 187S
and 1879 ?—A. Some of it was built 29 miles from Onaga, or about 30
miles, say, at a cost of about $42 a ton.

Q. Was that 30 miles built before or after the period when the road
was sold under foreclosure and bought in !—A. It was built before.

Q. Is that all that was constructed before !—A. Yes, sir.
Q. Between the May when it was sold, in 1879, and November, 1879,

I understand you to state that 35 miles more of the road were con
structed I—A. We were building that when Mr. Garrison sold out tc
Mr. Gould, and had nearly completed it.

Q. Do you know what that 35 miles of road actually cost per mile 1
The WITNESS. That Commodore Garrison and myself built.
Commissioner ANDERSON. Then you certainly can tell.
The WITNESS. I can tell by the booke.
Q. Did it cost, without the equipment, over $10,000a mile!—A. Oh,

yes, sir.
COST OF IRON AND RIGHT OP WAY.

Q. What did the iron cost!—A. If you went over the road you musl
have noticed that it was a very heavy road to build from Onaga to Gar
rison. It was a very rough country through Pottawatomie County.

Q. What did the iron cost on that section !—A. I could not say.
Q. Was it more or less than the preceding 30 miles ! That was from

May, 1879, to November, 1879 !—A. I think it was about the same. ]
think it cost about $40 or $42 a ton, delivered in Leaveuworth.

Q. Did the right of way cost anything!—A. Yes, sir; it was not
very expensive, though. I should judge $500 a mile would cover it j

perhaps less than that.
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Q. Then the chief items of expense are the rails, the ties, the fish
plates, and regulating and grading and ballasting !—A. Yes, sir.

Q. Are there any stone or iron bridges on that!—A. No, sir; there
are stone culverts. There are no very long bridges.

THE AID EXTENDED BY LEAVENWORTH.

Q. I understand that $250,000 of the stock of the Kansas Pacific
Company was delivered by the town of Leaven worth to the Kansas
Central as an inducement for the constrnction of the road. To whom
did that stock go after this delivery to the Kansas Central ?—A. Kansas
Central proposed to the county of Leavenworth, which had $250,000
worth of its stock, that if they wpuld build 50 miles, they should have
this $250,000 stock. That would take it to EFolton or near Holton. It
is 55J miles to Holton. We builtto Holton before asking for the stock.
Then the county surrendered to us the stock. After that we went on
and built to Onaga and then the road was sold out and a compromise
made with the company. All the associates and Mr. Garrison and my-
self bought in the road at enough to cover its floating debt and every-
thing we had outstanding. This stock belonged to the first associates—
covering the 50 miles—and Mr. Garrison had nothing to do with it.
It was not in the sale at all.

Q. How many of those associates were there f—A. There were twelve
originally. They had not all staid in at the time we got it.

Q. So that these twelve retained the title to that stock after the trans-
fer to Garrison f—A. Yes, sir.

Q. In what respect was this stock distinguishable from other stock of
the Kansas Pacific ?—A. I, of course, was claiming that it was the only
stock paid for.

THE STOCK ISSUED THEREFOR TO LEAVENWORTH.

Q. It had been issued in consideration of actual bonds ?—A. Actual
bonds.

Q. Delivered by Leaveuworth County to the company ?—A. Yes, sir;
1250,000 of bonds.

Q. You claim that it was non-assessable?—A. I did, in my petition to
get the stock transferred on the books of the company. We had quite a
litigation over it, pending for years; never accomplished anything until
after Mr. Gould bought out the road. Then we compromised.

Q. Before we come to that, what position did the city of Leaveu worth
take in regard to this litigation to compel the transfer of the stock I—
A. Not any, after they transferred it to us. They had no rights iu it,
I claimed.

Q. Did they not take some hostile action ?—A. Yes, sir; not the cit-
izens, but the county officers, and the lawyers threw some stumbling
block in the way. The question was raised in the court that we had not
had it legally transferred to us. The question was never litigated, but
was always postponed and kept opened. Of course it was done to annoy
us and to keep us from having this stock transferred. We never could
get the stock transferred on the books of the company.

Q. Did you never make a proposition to the county officers of Leav-
en'Worth in regard to that!—A. No, sir. *

Q. To whom did you make it, to allow a percentage?—A. That wan
made by our compauy. We happened to have a meeting two days be-
fore this trade of Commodore Garrison's, not knowing anything about
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it, however, to know what we could realize out of the stock and what
we could get for it.

THE SALE TO GOULD.

Q. The meeting of the associates f—A. The meeting of the associates,
which was the Kansas Central. They directed me to offer to the county
of Leavenworth, at my suggestion, to be a party to the suit with us to
compel the transfer of the stock, and then I would immediately ask for
a receiver. That was my arrangement. The resolution in the company
was that I should do whatever I chose to with this stock. That I should
have full charge of it. It was not more than a couple of days before
Gould bought Garrison's interest, and I have never mentioned it to the
county, as I had not had time, as I had a great deal of other business,
when I got a dispatch to come on to New York. I imagined right off

Q. Dispatch from whom t—A. From Mr. Garrison, and also, I think,
from—no, it was from Mr. Garrison alone. He wanted to meet me, and
I saw by the paper that he had sold out to Mr. Gould. That was the
first I knew of it. The dispatch was? to come to New York at once;
also all the directors of the Missouri Pacific. I was a director also.
Commodore Garrison's brother joined me at Saint Louis, and I went
on to New York. I had been at Mr. Gould to buy the stock two or
three years before, several times. I talked with him. That was the
time we sold the stock to him.

Q, You saw Mr. Gould I—A. Yes, sir.

PRICE OF THE STOCK.

Q. What occurred between you and Mr. Gould in regard to the price
of this stock ?—A. It was a new thing to me. I asked him to make me
an offer. He offered me $100,000.

Q. It was $250,000, was it not I—A. Yes, sir.
Q. Five thousand shares ?—A. Yes, sir. I told him I would not ac-

cept it.
Q. What was the market price f—A. I think about 80 or 85. I made

this remark to Mr. Gould. He said, " The stock is selling here in the
market." He said, " This stock has not been transferred; and not only
that, I guess you understand the market here pretty well. It is made "—
or something of that sort. You could not sell that amount at that time.

Q. At what figure did you trade t—A. I think on the basis of 80 per
cent., and with the understanding that he should have the amount. I
told him my arrangement.

Q. Then you allowed to him what amount you were allowed ?—A. Yes,
sir.

Q. So that it netted you about $150,000 !—A. Yes, sir. I offered to
take $200,000. Finally he offered $150,000, and I took it up.

Q. This happened a few days after the transaction as to the Missouri
Pacific between Mr. Garrison and Mr. Gould.—A. Yes, sir.

L. T. SMITH.

DENVER, COLO., Monday, July 11,1887.
SYLVESTER % SMITH, being duly sworn and examined, testified

as follows:
BytheCHAiBMAN:

Question. What is your business f—Answer. I am general manager
of the Denver and Bio Grande road at Denver.

Q. Where do you live f—A. Denver,
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Q. TIow long have you been manager of that road ?—A. Since May 1,
ar.

Were you connected at any time with tbe Union Pacific Railway t
-A. Yes, sir.

fVhen !—A. 1 commenced with the Kansas Pacific from February
., 18OA, and was with them until May of thil year.

Q. What position did you hold in 1504 ?—A. 1 was auditor in 186A.
i low long did you hold the position of auditor T—A. I held it until

i78, when I was appointed receiver of the Kansas Pacific.
Vhat position did yon hold after thatf—A. I was general super-

nemleut of the KHUNUS Pacific until November, 1884, when 1 was ap-
»ut*-il general superintendent of the Union Pacific.
Q, What were j-our duties as auditor I—A. I had general charge of

counts.
Q. To what extent had yon power over the bills presented to yon!—

1 had the approval or rejection of them and gave instructions to the
tbordtaate officers and agents aud other officers along the line, so far

•lints were concerned.

EEBATES.

During your term as auditor of tbe company was it the practice
w authorities to allow rebates!—A. Yes, sir.

>}. In vatt extent *.—A. I hardly know how to answer that question.
<v>. Was it ^urn-nil or special?—A. There were rebates allowed to a

L-rtaiu extent every month. You can call it either general or special.
pOO what basis did they allow the rebates*—A. I do not hardly

how to answer that. It was according to the circumstances, and
1 from time to time. There was no regular rule about it.

What were tbe circumstances that made you change them t—A.
m and rates made by other lines, and the weather, aud the

t*te of tin- crops, and the direction in which they moved.
HI recall any of the names of the shippers to whom rebates

•Mowed 1—A. No, sir; not specially.
Q. Do >oii recall them generally t—A. I do not know as I could; it i.s
long time ago.
Q. Wat It it tiift t li:tt the same names were constantly being repeated!

Oh, yea, sir.
J>o yon mean the names of persons to whom special rates were

a t—A. Yes, sir.
Q. Were they small or large allowances!—A. Generally their heavi-

lippera,
uing your term who were the heavy shippers!—A. I t would be

hard for me to name them; I could uot recall them ; I could not
ejpn to recall the shippers.
y. Had you any instructions as to rebates t—A. No, sir. The vouch-

ers were passed in tbe accounting department on the authority of the
ral freight ageut and approved by tbe general superintendent.

ALLOWED UPON APPLICATION.

Wen eebatea allowed upon application T—A. Applications wera
ule to fhti traffic department, aud it they via»fte(\ era WWAWV

nitied by tlm rmffic departuieut aud approved \>^ \ke>
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superintendent. That was all that was necessary to pass them through
the accounting department.

Q. During your term as auditor was there, to your knowledge, any
payment of dividends out of the land fundf—A. No, sir; there never
wns. I never was auditor of the Union Pacific road; it was the Kan-
sas Pacific. 1 am unswering now as auditor of the Kansas Pacific.
There never was.

Q. Were you auditor after the consolidationf—A. No, sir; I was
general superintendent after the consolidation.

UNION BAC1FI0 PEOPLE NOT INTERESTED IN OTHER BUSINESS ALONG
THE LINE.

Q. During your term as auditor had you any knowledge of any officer
or employ^ or agent of the Union Pacific Company or the Kansas Pa-
cific Company being interested directly or indirectly in any manufact-
uring or busiuess company along the line of the road!—A. No, sir.

Q. During the time that you held other positions iu the company had
you any knowledge yourself or through others of any officer or employ^
or agent of the company being interested in any business along tho line
of the road t—A. No, sir.

Q. What part did the officers or employes of the company take in
elections during your term of service f—A. As far as I know, they all
voted as they saw fit, and did not take any part.

Q. Have you any knowledge of interference on the part of the officers
or employes of the company iu politics f—A. No, sir; none whatever.

Q. In the direction of influencing legislation f—A. No, sir.

PASSES.

Q. Had you any authority to issue passes while you were auditor or
subsequently f—A. Yes, sir.

Q. Did you issue passes f—A. Yes, sir.
Q. Were you instructed as to the manner of issuing them f—A. No,

sir; not particularly!
Q. How did you issue passes, and to whom f—A. While I was gen-

eral superintendent I issued them on the application of other lines, on
application of heads of departments, and issued them on account of
business sometimes, and issued them as complimentary.

Q. Under what other classes were they issued f—A. 1 believe that
covers about all of them.

Commissioner ANDERSON. Complimentary would cover a great many.

TO WHOM COMPLIMENTARY PASSES WERE ISSUED.

Q. To whom did you issue complimentary passes I—A. To personal
friends of mine, and to other officers, and to officials of other lines.

Q. Did you ever issue a pass to a member of the legislature!—A. I
do not know whether I did or not. I suppose 1 have to a great many;
yes, sir. I know I have.

Q. Would you not recall it if you did f— A. I say that I did.
Q. Have you issued passes on application of members of the legisla-

ture to their friends f—A. I think very likely I have.
Q. Was that for the purpose of influencing legislation f—A. No, sir;

not at all.
Q. Was that for the purpose of making friends for the road f—A. It

WAS issued as a compliment; it was complimentary. They were issued
to a great many other people.
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Q. What compliments were you under to the friends of the members
of the legislature?—A. It would be considered complimentary if they
made a request and we honored it.

Q. Have you named all the classes to whom you issued passesf—A.
Yes, sir; I think I have covered all the classes.

Q. Have you issued passes to shippers for the purpose of securing
their freight or business !—A. No, sir; personally I do not think I ever
have. But they have been issued by others; by heads of departments.
They were furnished by me.

Q. Did you authorize the person to whom you issued the pass to issue
such a pass f—A. Yes, sir.

TRANSCONTINENTAL POOL.

By Commissioner ANDERSON :
Q. Was the Denver and Bio Grande a member of the transcontinental

pool f—A. So I understand; yes, sir. I do not know that I have much
information about that.

Q. While you were superintendent of the Union Pacific, did the
question of the payment of the Pacific Mail subsidy come up f—A. No,
sir; I never had anything to do with that.

Q. Ton have no knowledge whatever on that subject!—A. None
whatever.

Q. When did you become receiver of the Kansas Pacific f—A. I think
it was the 1st of November, 1879.

Q. You succeeded Mr.Greeley t—A. I succeeded Mr.Greeleyand Mr.
Villard.

Q. Was that just on the eve of the consolidation T—A. Just before
the consolidation; yes, sir.

Q. How long did you remain receiver f—A. Up to the date of con-
solidation.

Q. The 24th of January, 1880 ?—A. Yes, sir.
By the CHAIRMAN :

Q. Can you be here before the committee within the next two days f—
A. Yes, sir; I can. I was expecting, though, to go up the road the day
after to-morrow. If you could call me to-morrow it would be more
convenient.
• The CHAIRMAN. There are some questions that are involved in some
testimony taken at Omaha that we would like to examine you upon;
so that if you would be in the neighborhood, we would like to have you
here. The testimony has not yet been transcribed by the stenogra-
phers.

The WITNESS. I will be here, but I would prefer to come to morrow
afternoon, if you could arrange i^hat way.

DENVER, COLO., Monday, July 11,1887.
JOHN HARKINS, being duly sworn and examined, testified as fol-

lows:
> By tjie CHAIRMAN :
Question. What is your business t—Answer. I am president and man-

ager of the Rocky Mountain News Printing Company.
Q. How long have you been such manager t—A. I have been i

0er of the company iu the neighborhood of eight yean,
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Q. Daring that time have you resided ia Denver?—A. Yes. sir. 1
have been president and manager of it for about a year, or a little more.

COMPLAINTS.

Q. Have you any knowledge of any complaints as to the facilities and
accommodations afforded by the Union Pacific .Railway Company to
this community f—A. Of a general character.

Q. Will you please give them to the Commission f—A. Those com-
plaints that naturally drift into newspapers is all the knowledge I have.

Q. What were the complaints, or what are they t—A. The excessive
rates, and so on.

Q. How long have those complaints existed ?—A. They come from
time to time to us, as to any newspaper office of a general character.

Q. Are the complaints true f—A. 1 could not say that. It is my
business to investigate such matters only as a newspaper man.

Q. Have you any knowledge, generally, of any complaints existing in
the community f—A. Only of a general character.

HIGH RATES ON THE COLORADO CENTRAL.

Q. What is the general character of the complaints f—A. Excessive
rates; high rates to certain points. The complaints mainly that have
come to me are complaints of high rates ou the Colorado Central road.

Q. Have you any knowledge of any discriminations, or preferential
rates, or special rates allowed by the Union Pacific Bailway Company
to shippers?—A. Of a general character.

Q. What do you mean by a general character!—A. I have heard that
such things did exist; that such discriminations were made; that spec-
ial rates were granted. 1 do not know of my own knowledge.

•
SPECIAL RATES TO ROCKY MOUNTAIN NEWS.

Q. Has your company ever had any special rate from the Union Pa-
cific Company f—A. Yes, sir.

Q. How long has the special rate existed t—A. It had a special rate
when I went into the company and became its manager, some years
ago. It was At the time when Mr. Loveland was president of the coin-'
pany and was a director in the Union Pacific road.

Q. The special rate was from what point to what point ?—A. From
Missouri Biver to Denver.

Q. On what did you have the special rate !—A. On print stock.
Q. What special rate did you havef—A. I do not know what it was.

The arrangement was made before I came there, and I know uothing
about it.

Q. Do the special rates exist today t—A. No, sir.
Q. When did they cease?—A. When I became president aud mau-

ager of the company, after Mr. Loveland went out of it.
Q. What year was that t—A. A little over a year ago.
Q. Have other shippers in the same line of business a special rate, or

had they during that time!—A. I do not know anything about them.
Q. What was the open public rate from here to the Missouri River

on the print stock !—A. Something in the neighborhood of $2,1 believe;
$2.30 or $2.40, or something along there.

By Commissioner LITTLER :
• Q. Was that on the 100 pounds t—A. I think ft

that.
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By the CHAIRMAN :
Q. What was the percentage or cat rate that waa allowed to tfee

Rooky Mouutain News Company f—A. I do not know.
Q. Has the Union Pacific Railway Company any interest in the

Kocky Mountain News Company f—A. No, sir.
Q. Have they ever had any interest f—A. Not siace I have been in

it; no, sir.
Q. Have any of its officers, agents, or employes had any interest f—

A. No, sir.
A REBATE OP $1,000.

Q. In the examination of the books of the Union Pacific Eailway
Company, a rebate or allowance of $1,000 to the Rocky Mountain News
Company was fonnd. Mr. Kimball, the manager/was nuable to ex-
plain it. Can you give any explanation to the Commission as to what
that rebate was forf—A. No, sir; that was some arrangement made,.
as I tell you, with Mr. Loveland at the time Mr. Loveland was a director
in the Union Pacific Company.

Q. Daring your management in the last year, had you ever any re-
bate from the company f—A. No, sir.

Q. Where is Mr. Loveland f—A. I believe he is in Denver.
Q. Does he reside here f—A. He resides here; yes, sir.
Q. Is he here now f—A. I could not tell you; my impression is that

be n. 1 saw him a few days ago in the street
By Commissioner LITTLER :

Q. What is his fuU name?—A. W. A. H. Loveland.
The CHAIRMAN. We are much obliged to you and will exfcose you

unless you have some suggestions to offer.
The WITNESS. None at all.

By Mr. WILLARD TELLER :
Q. Do you know when Mr. Loveland ceased to be a director in the

Union Pacific I—A. I could not give you the date.
Q. Was it several years ago t—A. Several years ago; yes, sir.
Q. Was it about the time you went in !—A. No, sir; it was after.
b t 1881 or 1882. That is my impression. I am not certain about

By the CHAIRMAN : •
Q. Have you any other information that you can give the Commis-

sion f—A. I have nothing at all.

DENVER, COLO., Monday, July 11,1887.
JAMES M. BUENELL, being duly sworn and examined, testified as

follows:
By the CHAIRMAN :

Question. What is your business f—Aiiswer. At present I am secre-
tary of the Rocky Mountain News Printing Company.

SECRETARY OF ROCKY MOUNTAIN NEWS COMPANY.

Q. How long have you been secretary f—A. For about a year.
Q. Were jroa connected with the company prior to ftafe \

4s a foreman in the news department of the newspaper.
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Q. Were yon connected with the Rocky Mountain News Company
daring the period when the Union Pacific Railway Company was allow-
ing rebates to it f—A. I do not know what period that might be. I was
foreman five years, from September, 1881, until I went into the com-
pany. I was foreman of the news department* *

Q. Were you in a position to know of any rebates allowed to the
Rocky Mountain News Company during your connection with it f—A.
No, sir.

NO KNOWLEDGE OF SPECIAL BATES.

Q. Had you any knowledge, during the time that you were connected
with it, of any special rate on print stock f—A. No, sir.

Q. Did you know that the Rocky Mountain News Company, during
the time you were connected with it, was receiving special rates from
the Union Pacific Company !—A. No, sir.

Q. Did you ever hear of it before !— A. No, sir.
Q. By whom were you employed t
The WITNESS. DO you mean the individual or the company t
Q. By whom were you employed!—A. By the manager, Mr. Harkins,

for the company.
Q. Was Mr. Loveland in charge of the company when you were con-

nected with it f—A. He was president of it, I believe.
Q. Have you any knowledge that Mr. Loveland had special rates

with the Union Pacific Railway Company on shipments f—A. No, sir.
Q. During the-time that you were connected with the company, did

you know any officer, or employ^, or agent of the Union Pacific Railway
Company who was interested in the Rocky Mountain News Company 1
—A. No,* sir.

DENVER, COLO., Monday, July 11,1887
KEMP G. COOPER, being duly sworn and examined, testified as

follows:
By the CHAIRMAN :

Question. What is your business !—Answer. I am the general man-
ager of the Denver Republican.

Q. How long have you been connected with it f—A. About six years,
I think; a little over six years.

Q. How long have you resided in Denver f—A. About thirteen years,
I thiuk.

RAILROAD FACILITIES AND ACCOMMODATIONS.

Q. What have been the facilities and accommodations afforded to the
community by the Union Pacific Railway Company f

The WITNESS. In what respect f
The CHAIRMAN. With reference to freight and passengers.
The WITNESS. I guess the facilities have been good enough. That

is, the capacity for hauling what was wanted, if that is what you have
reference to.

Q. Have there been any complaints as to the facilities or accommoda-
tions f—A. Not that I know of.

Q. Have there been any complaints as to the rates of freight?—A.
e sir/ there have been.
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Q. What bas been the nature of tuemT—A. That they bare been
exorbitant.

COMPLAINTS OP EXTORTIONATE CHARGES.

g. What do yoa mean by exorbitant! As compared with what pe-
riod T—A. As compared with other points. More that than in regard
to periods.

Q. What points!—A. For instance, we pay $1.50 a hundred for
fourth-class freight from Chicago to Denver, and the same freight was
carried to San Francisco for II , as I understand it. In that particular
it is an extortion, as wo think.

Q. What effect has that upon the citizen shipper here t—A. It makes
pay a very mnch larger percentage for freight than we think we

to j>
Q. Of what other points as to rates have you any knowledge!—A.

We pay 35 cents a hundred from Chicago to the river, and wo pay
11.15 from the river to Denver, the distance being about the same.
We ibiuk that the rate from tbe river to Denver ia more than it ,

is Id be.
Q. What do you pay that for!—A. Iu fourth-class freight, I speak

of fmtrt h-diiss freight because most of oar freight is termed fourth-class
freight—iu car-load tots. We have had a good deal of first-class
freight—jol) stock, and such things as that—that eotnes higher.

Q. Have appeals been made to the company by tbe community T—A.
I'.wiMy unt iu ;i public way, unless it has been done through the chain-
bar nf 'commerce. I do uot know whether it has been done or not
Ibrough them.

.EXPECTED INFORMATION ABOUT SPECIAL HATES AND EEBATES.

Q. Have yoa any knowledge as to preferential rates, or special rates,
or rebates T—A. I have some knowledge that was brought oat at Omaha

was a little unexpected in this community.
Q. "What knowledge have you?—A. In reference to the News re-

bates ami the smelting rebates.
Q. Have there been complaints as to the system of allowing rebates

to shippers!—A. Yes, sir; I think there have.
Q. What has been the nature of the complaints?—A. That it is un-

just to build up A few companies iu busin ess to the detriment of others.

BUTLT'UP ONE TO THE DETRIMENT OF OTHERS.

Q. What has been the effect upon the community in Denver and the
surrounding country!—A. The effect, I think, with a great many ship

era who bare not had the rate that others have had, or were repre-
lted to have bad, is that tbey have beeu loaara in business, while

i who had the rates have made money. It has built up one man to
be detriment of the other.
(}. Have yon ever had a special rate as a shipper!
The WITNESS, Over the Union Pacific!
The CHAIRMAN. Yes.
The WITNESS, Xo, sir; not at all.
Q. Have you ever applied to the Union Pacific Bailway Company for

i special rate!—A. No, sir; never.



1730 U. S. PACIFIC RAILWAY COMMISSION.

Q. Have they ever given you any notice of any character that you
might obtain a special ratef—A. Not at all; we did not want i t

Q. Would the effect be then that if they failed to notify you of a spe-
cial rate being allowed to a competitor in the same line of business, you
would suffer to the extent of the allowance of the xebate T—A. Exactly.

Q. Have you any knowledge as to preferential rates as between dif-
ferent points of shipment t—A. No, sirj I think not Tnat is a matter
of detail that I have not gone into at all. There may be suoh things,
but I do not know of them.

Q. Have you any knowledge aa to discriminations in the State here
against particular communities by the allowance of rates f—A. Only
from genera] complaints.

Q. What have been the complaints f—A. I think there have been
complaints that some points have rates better than others.

Q. What points f—A. I do not know that I could name them.
Q. What points have been complained off—A. I cannot call to mind

exactly. During the winter here there was some controversy as to
points in the northern part of the State getting rates the same as Den-
ver rates, or better, from the east, hauled through here. I think possi-
bly the president of the Chamber of Commerce, or the secretary, could
give you some information on that point., It is a matter that I have not
looked into carefully.

INTEREST OF UNION PACIFIC PEOPLE IN OTHER BUSINESSES.

Q. ITavto you any knowledge as to the .part taken by the Union Pa-
cific Railway Company, its officers, employes, or agents, in influencing
legislation t—A. Not personally; nof sir.

Q. Whafrknowledge have you generally f—A. Just the general re-
port.

Q. Have you any knowledge of any officer, agent, or employ^ of the
Union Pacific Bail way Company being interested, directly or indirectly,
in any manufacturing company, smelting works, or business of any char-
acter along the line of the road I—A. Nothing more than you brought
out at Omaha with regard to the officers of the road being, connected
with the Omaha and Grant Smelting Company. None other that I
remember at this time.

PLAN OF SETTLEMENT.

Q. Have you considered the question of the settlement of the debt
between the railroad companies, aided by the Government, and the Gov-
erumentt—A. Not specially.

Q. Have you considered it sufficiently to form an opinion f—A. As I
look at it now, I think that the better thing to do would be to take pos-
session of the road as soon as the Government could, and not grant the
extension.

Q. Has there been any discussion of the question of settlement through-
out the State or among the people here t—A. Not to any extent, I
think.

Q. Has there been any sentiment expressed among the people at
large, generally, as to the question of settlement t—A. I think when
the matter was before Congress last winter, the sentiment was opposed
to the extension; I should say so. That is, with those I associated with
and knew and talked about i t
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Q. Have you any other information or suggestion that yon can give
to the Commission f—A. Not at this time.

viRitAN. At any other time we would be glad to have it while
wm art- tore.

WITNESS. If I have anything, I will be very glad to submit it to
you.

By Commissioner LlTTLEE:
the editor of the Denver Republicanf—A. 1 am tbe gen-

eral manager of it, and control it.
Q. l>o you prepare the editorials T—A. No, *ir; I do not. They

prrparwl iit my suggestion, frequently.
Q. Who prepares the editorials gentraU] I—A. Mr. 13 ay ward.

I »o you know who prepared tin il iu yonr paper of the date
of Jon* 4f—A. At the present time I do iiot remember.

CHARGES THAT THE COMMISSION WAS SKIM M IN U OVER THE INVES-
TIGATION.

iiiissiiirier LITTLER. 1 wish you would ascertain it. There was
an editorial in your paper of June 4, in which it was assumed that
your paper was in possession of valuable knowledge, a nil tbe query was
raise*! in r tint article whether this Commission was akiawuDg ant its
investigation or whether they wen going to the bottom of it. We want
yoo to fiiruish us with all the information you have in relation to any
matter within the scope of the law under which we are appointed. We
are going to try not to skim it over.

s. We will be glad to assist you all we can.
miissiouer LITTLER. The author of that article pretends to know

•on l we would be glad to have him aa a witness.
Have you given to the Commission all yon know of value!—A*

There may be some things in my mind that may come up afterwards
that I can submit,

will be glad to have you comeback, and
trill ghre yon another hearing.

CEXI1L OP HOSTILITY TO UNION PACIFIC.

By Mi. WILLAKD TELLER:
Q. You heard Mr. Hill state this afternoon that he was interested in

a> newspaper T—A. I did not.
Q. Be did state it. Is this the newspaper t—A. Mr. Hill is inter-

ested.
Q. He is a larffe owner f—A. Yes, sir; he is.

• whether, for the last two years, your paper has not been
~Uly hostile to the Union Pacific T—A. No; it is not, any more than

other railroad that 1 know of.
i whether it has not generally had iirticlts reflecting very se-

riooely on tbe management from day to day and from mouth to month
>t two years T—A. I think not,
thiuk not t—A. Yes, sir.

• I a ay saoh articles within the last thirty days t
On tbfl CDion Pacific especially T

Mr. WILLAKD TEIXEU. Yes.
The WITNESS. Yes,8ir; possibly it baa.
Q. Das the policy of the company been changed within the Last thirty

it.V81—A. Ifci sir; it has not.
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EXCESSIVE BATES.

Q. Then is it not the fact that it has had such articles for the last two
years f—A. For the last two years and longer, as far as that is concerned,
we have taken the position that railroad charges and rates here were
exorbitant, and we have so stated, not only in regard to the Union
Pacific, but to all railroads.

Q. Have you not made a great many charges against the Union Pa-
cific in respect to its management or mismanagement, different from
what you have made in respect to other railroads f—A. I think not

Q. Did not the paper take a very active part in the senatorial elec-
tion two years ago t—A. Yes, sir.

Q. Is it not a fact that the paper assailed the Union Pacific at that
time on the ground that it had been influencing legislation f—A. I
think so; yes, sir.

Q. Wheu did you let up on that kind of assaults on the Union Pa-
cific—when did the Republican cease to make those assaults?—A. I do
not think there has been anything in that connection siuce that time.
There may be some special matter I do not know of.

• Q. It continued throughout the winter, did it not ?—A. I do not think
so.

Q. Did it continue throughout the senatorial canvasst—A. Yes, sir;
I think so.

Q. As soon as that was over you ceased T—A. Possibly.
Q Since that have you used the Union Pacific just the same as you

have used any other railroad?—A. I think so; yes, sir.

Evening session.

DENVER, COLO., Monday, July 11,1887.
CHARLES WHEELER, being duly sworn and examined, testified

as follows:
By Commissioner ANDERSON :

Question. Where do you reside t—Answer. At Denver City.
Q. How long have you lived here!—A. Fifteen or sixteen years.
Q. Where did you live before that f—A. At Omaha.
Q. What has your occupation in Denver been f—A. Railroad accouut>-

ant.

AUDITOR OF DENVER AND SOUTH PARK CONSTRUCTION AND LA1SX>
COMPANY.

Q. Were you formerly the secretary of the Denver and South Park
Construction and Land Company f—A. £ was auditor, not secretary.

Q. Who was the secretary f—A. L. H. Eicholtz.
Q. Where does he live f—A. At Denver City.
Q. Is he here now t—A. I thiuk so.
Q. Where was the office of that company t—A. Tn Evans Block,

Denver.
Q. Who was president in 1878 f
The WITNESS. Of the construction company 1
Commissioner ANDERSON. Yes.

The WITNESS. John W. Smith.
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an increased capital stock, largely, if not all, composed of Denver citi-
zens. That progressed, pnsbiug the road np Platte Canon probably 40
or 50 miles. It exhausted its means. The third and last construction
company, the Denver and South Park Railroad Construction and Land
Company, was then organized.

Q. In what year was that?—A. I think that was in 1877.
Q. That company then made a contract with the railroad f—A. Yes,

sir; each one of the companies succeeded to the contract with the rail-
road.

Q. Have you these contracts among your papers f—A. I think I
have.

HOW THE WORK WAS DONE.

Q. Oan you tell me exactly how this was done f Was the contract
first with the construction company, and then did the construction com-
pany make a contract with some one else to do the work f—A. No; the
construction company did the work j it let the contracts, several con-
tracts, for the construction, the grading, ties, and everything appertain-
ing to it, including the rolling stock, and performed the work for the
stpck and bonds of the railroad company.

Q. In regard to the stock and bonds, what was the first mortgage
issued by the railroad company f—A. I could not be precise from mem-
ory; about 1873.

Q. On how many miles of road built, or intended to be built, was the
first mortgage issued f—A. I think it was 150.

Q. What was the total issue authorized f—A. $12,000 a mile of bonds.
Q. te that all that would be authorized in bonds f—A. Yes, sir.
Q. That makes $1,800,000 in allf—A. Yes, sir.
Q. How much stock of the company was issued f—A. Altogether,

there was $3,500,000 of stock.
Q. Was that issued at so much a mile f—A. Yes, sir.
Q. That includes all the stock issued to date, does it notf—A. I do

not know the amount of stock issued to date.
Q. Was all the stock issued to 1881, when the affairs were closed

up I—A. Yes, sir.
MB. GOULD INTERESTED.

Q. When did Mr. Gould first become interested in this work f—A. 1
thiuk it was in 1878.

Q. How did he become interestedf—A. He bought one-fourth—
whether it was of the entire stock or nearly that, I do not remember. It
was approximately one-fourth of the stock.

Q. Did he not acquire an interest in the construction contract f-^A.
That was it; the transaction was with the construction company, or,
rather, with the stockholders of the construction company. It was not
really a transaction of the construction company. It was an agreement
by which he purchased one-fourth of the stock held by the several stock-
holders.

Q. Of the construction company f—A. Of the construction company;
yes, sir.

UNION PACIFIC A PURCHASER.

Q. Do you not remember that the construction contract itself was as-
gned first to Mr. Gould, and then hy Mr. Gould to the Union Pacific
>mpany f—A. The Union Pacific Company had nothing whatever to
?toth the construction company until it purchased the stock of the

ripany at par.
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Q. Waa i t n o t t r u e that at the time of that purchase the construction
contracts were assigned !—A. My impression is that they passed over as
part—let me recall tbat. If you choose I will give you my recollection
of some of these items, and perhaps it may facilitate matters.

THE NEGOTIATIONS EXPLAINED.

Commissioner ANDERSON. Please do so.
The W I T N E S S . About November, 1880, negotiations were opened

through Mr. Gould for the purchase of the stock for the Denver, South
Park and Pacific Bailroad Company, then owned by the citizens of Den-
ver, mostly, who had been, or were, stockholders of this construction
company. It resulted in the sale, through Mr. Gould, of the entire stock
held by the citizens of Denver, who had pooled this stock—who held it
in the hands of a trustee at par. Mr. Gould paid Governor Evans—so
Governor Evans informs me—at the time, his personal check for this
stock at par, for all that was issued, except $100,000 of that stock of the
Denver, South Park and Pacific Railroad Company which belonged to
Winslow, Lanier & Co., New York bankers. . Three hundred thousand
dollars of it stood in the name.of Jay Gould and Russell Sage, trustees,
for the Kansas Pacific Railway Company. Five hundred and seventy-
one thousand dollars of that stock stood in the name of Jay Gould. The
rest was controlled practically by Denver parties, and it was all paid
for by Mr. Gould's check, which was subsequently distributed here in
Denver to its owners.

Q. Can you tell me to how much the pool stock amounted f—A.
About $2,300,000.

FINANCIAL HISTORY OF THE OONSTEUCTION COMPANIES.

Q. How did the $571,000 worth, held by Mr. Gould, and the $300,000,
held in trust for the Kansas Pacific, come to be in these names ?—A.
In the construction of the road, by the Denver and San Juan Eailroad
Construction Company, the second company which took up the con-
tract, as I said before, by Denver capital, which was a pretty scarce
article in those days, the Kansas Pacific Railway Company agreed to
deliver freights to the amount of $30,000, and did deliver freights to
the amount of $30,000; and it was through that $30,000 and the sub-
sequent transactions that tbat $300,000 of railroad stock came iuto their
hands. I will explain these transactions as I go along. The capital
stock of the Denver and San Juan Eailroad Construction Company, if
I remember it correctly, was $300,000. That company, having ex-
hausted its capital, another company was started, with an option to all
the stockholders of that company who subscribed to 40 per cent, of
their holdings. That 40 per cent, gave the Kansas Pacific Company
an opportunity to subscribe for $12,000 in the third construction com-
pany, the Denver and South Park Railroad Construction and Land
Company. That $12,000 (which was a species of boiling down) of that
construction company earned, in railroad stock, $300,000. Meantime,
the Kansas Pacific Company had been in some trouble, and Mr. Gould
and Mr. Sage took that as trustees. It was issued to them. They took
t as trustees for the Kansas Pacific Company.

Q. Then this $300,000 was a dividend, as you may say, paid to the
uas Pacific Company as the holder of $12,000 worth of the stock of
construction company f—A. Yes, sir; you see, they paid first
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$30,000, then $12,000 additional, making $42,000$ and from that they
got this $300,000 of stock.

Q. The consideration of this $300,000 of stock was the work done by
the construction company for the railroad company and tjie payment of
it to the Kansas Pacific was the share of the profits to which the Kan-
sas Pacific was entitled as the owner of the $12,000 of stock.—A. Tes,
sir.

HOW GOULD ACQUIRED THE STOCK.

Q. How did Mr. Gould get the $671,000 of stoek !—A. As I stated, it
was by the purchase from the several stockholders of about one-fourth

t of their holdings.
Q. He got it, then, as his dividend on his holdings of stock in the

construction company, did he f—A. Yes, sir.
Q. His holdings, you say, were about one-fourth ?—A. He purchased

that, but he had transferred subsequently a portion of that, so that
that $571,600 of railroad stock which stood iu his name did not.rep-
resent fully one quarter.

Q. Have you a copy of the construction contract between the rail*
road company and this third construction company f—A. I think it is
spread upon my records.

Q. If that contract was assigned by the construction company to Mr.
Gould and by Mr. Gould to Mr. Dillon A. [Interrupting.] I know
nothing about the transactions after they passed from my hands.

DENVER AND SOUTH PARK BOOKS IN POSSESSION OF UNION PAOIVO.

Commissioner ANDERSON. This occurred in 1880.
- The WITNESS. This must have occurred, after the 1st of January,
1880. As auditor of the company I wrote up the books of the Denver,
South Park and Pacific Railroad Company to December 30,1880, and
sent them to the Union Pacific Railroad Company at Omaha as soon
after that time as it could be done, with all the vouchers, side-books,
and everything pertaining to it.

Q. Did you not continue the work of auditor or secretary after that
until 1881 f—A. At the request of the auditor of the Union Pacific Rail-
way Company, for the purpose of smoothing tbe way of their offioera,
I remained with them for two or three months.

Q. Will your books show those entries?—A. No, sir.
Q. Do they show nothing subsequent to the 1st of January, 1880 f—

A. The records of the construction company will show the transactions
there, but there will be no records of the railroad company. That is,
pertaining to the account after that.

Q. What is your recollection of this construction contract t What
were its termsf—A. Mainly that in consideration of tbe stock and
bonds of the railroad company—

Q. [Interposing.] Can you give the amounts per mile!—A. I could
not positively. My impression is that it was $20,000 a mile.

Q. In bonds f—A. In stock, and $12,000 a-milo in bonds.

THE SUPPLEMENTAL MORTGAGE.

Q. You think it was $12,000 in bonds and $20,000 in stock I—A. I
*hink that is i t I could not be positive about that. There was a aub-
BQQent mortgage that was called a supplemental mortgage, that was
xecu ted just prior to the sale of the road, wM̂ Vx coutom\As&&l Knvg&w&
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of sixteen and two-thirds thousand dollars per mile. That is known in
the Union Pacific accounts, I think, as the supplemental mortgage.

Q. What part of the road did that cover t—A. The several branches.
The brauch from Como over Breckenridge Pass and beyond Buena
Vista.

Q. Did it cover the part included within the first 150 miles t—A. I
think not, bat I could not be certain without reference.

Q. How many miles did it cover beyond the 150 miles f—A. I think
somewhere in the neighborhood of 250 or 300 miles were contemplated.

Q. By the supplemental mortgage ?—A. By the supplemental mort-

Mr. M I N K . 1 do not think there was any limit to the mileage.
The W I T N E S S . These transactions are seven years old. I have not'

given them any thought since that time.

THE CONSOLIDATED MORTGAGE.

Q. Was there not a consolidated mortgage!—A. Yes, sir.
Q. That was a blanket mortgage on the whole concern, was it not f—

A. I doubt if I had much, if anything, to do with that consolidated
mortgage. I think it has passed through my hands as a matter of
courtesy to the Union Pacific sometimes, for they have called upon me
for a number of years after the transfer for information which they
always got if I possessed it.

Q. Then to come back to the construction contract; it was $12,000
in bonds of this 150-mile issue, as I understand itf—A. An issue of
$1,800,000.

Q. Of first mortgage bonds ?—A. Yes, sir.
Q. Then $20,000 in stock ?—A. That is my impression, but I could

not be positive about that
Q. Did that contract make provision for the building of the road

after yon passed beyoud the 150 miles f—A. That I have forgotten.
Q. Was there not a contract made between the railroad company and

the construction company which contemplated enormous extensions in
the sonth and southwest, covering something like 300 miles besides the
130 miles?—A. Not to my knowledge. Not during my time, or my con-
nection with the company.

STILL ANOTHER CONSTRUCTION COMPANY.

Q. Was there also another company known as the Denver and South
Park Construction Company without the words " and Land v f—A. Yes,
sir; I think that was the construction company, organized probably iu
the latter part of 1880, under which but few, if any, transactions were
recorded by me while I had charge of the accounts of the company.
All of these side companies, with their several books, were assigned
over to the Union Pacific; the several directors resigned and were
succeeded by the Union Pacific selection of officers, and I cannot give
you a great deal of information on that subject.

Q. Will your books show the completion of the various sections of
the road and the amounts of bonds and stock issued at the time of
these respective completions T—A. Yes, sir.

Q. Can you prepare for us a statement showing the entire issue of the
bonds which were issued during your administration, and of the stock,
Hid also a corresponding column of the number of miles completed f—
I Yes, sir.


