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TESTIMONY

TAKEN BY

THE UNITED STATES PACIFIC RAILWAY COMMISSION,

AB TO

THE WORKING AND FINANCIAL MANAGEMENT OF THE RAILROADS
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.

LEONARD T. SMITH, being farther examined, testified as follows:

The CHAIERMAN. You 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 youn, 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 ¥—A. A part in 1871 and 1872.

Q. How many miles '—A. Fifty-six miles in 1871 and 1872. Duaring
the panic, that was.

Q. The rest 6f 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 itin 1879. A part of it was built in 1879;
35 miles to Garrison.

Q. Weare 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.
The company bailt it themselves. I was the president of the company,
-and my associates and 1, as we spent the money, made requisitions or
monthly estimates and were paid by the company.
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(‘O\IP.AN\ ISSR)ED ‘.'B(')NI!S TO ITSELF AND ADVANCED THE MONEY.

Q~ ﬂ'ow 'lld the company issue the bonds 1—A. To themselves, and
a'th anced 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 Kausas 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 was until Commodore Garrison came in.

- Commissioner ANDERSON. Leaving out the bond transaction entlrely
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 1

The WITNESS. They paid with money.

COST OF CONSTRUCTIONg

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 2 mile. As 1
say, I would have to refer to books to glve any data

Q. What, in your judgment, was the iron worth per ton ¥—A. One
bhundred dollars per ton, the first iron, delivered in Leavenworth.

Q. How muny 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. Inecluding side tracks and all, it would be a little over that.

Q. Ilow much did the iron cost on the rest of the road, built in 1878
and 18791—A. Some of it was built 29 miles from Onaga, or about 30
miles, say, at a cost of about 842 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 t—A. Yes, sir.

(). Between the May whenit was sold, in 1879, and November, 1879,
I understand you to state that 35 miles more of the road were con
structed T—A. We were building that when Mr. Garrison sold out te
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 ANDER8SON. Then you certainly can tell.

The WiTNESS. I can tell by the booke,

Q. Did it cost, without the equipment, over $10, 000 a mile 1—A., Oh,
yes, Bir.

’ COST OF 1IRON AND RIGHT OF WAY.

Q. What did the iron cost ¥—A. If you went over the road you musi
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. 1
think it cost about 840 or $42 a ton, delivered in Leavenworth.

Q. Did the right of way cost anything?—A. Yes, sir; it was not
very expensive, though I should judge 8500 a mile would cover it ;

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 &tone 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 Pacitic
Company was delivered by the town of Leavenworth to the Kansas
Central as an inducement for the construction 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 nnles, they should bave
this $250,000 stock. That would take it to Holton or near Holton. It
is 55} miles to Holton. We built:to Holton before askin g 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 ny-
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 —A. There were twelve
originally. They had not all staid in at the time we got it.

Q. Sothat these twelve retained the title to that stock after the trans-
fer to Garrison —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. 1t had been issued in consideration of actual bonds1—A. Actual
bonds.

Q. Delivered by Leavenworth County to the company *—A. Yes, sir;
$250,000 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. Wehad quite a
litigation over it, pending for years; never accomplished anything until
after Mr. Gould bought ont the road. Then we compromised.

Q. Before we como to that, what position did the city of Leavenworth
take in regard to this litigation to compel the transfer of the stock 7—
A. Not any, after they transferred it to us. They had no rights in 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 toannoy
us and to keep us fromn 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 coautv officers of Leav-

en'worth in regard to that I—A. No, sir.

Q. To whom did you make it, to allow a percentaget—A. That was
made by our company. We happeued 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 +—A. The meeting of theassociates,
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 thisstock. 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. Iimagined right off—

Q. Dispatch from whom ¥—A. From Mr. Garrison, and also, 1 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. 1 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 ¥—A. Yes, sir.

PRICE OF THE BTOCK.

Q. What occurred between you and Mr. Gould in regard to the price
of this stock ¥—A. 1t was a new thing to me. I asked him to make me
an offer. He offered me $100,000.

Q. It was 8$250,000, was it not +—A. Yes, sir,

Q. Five thousand shares 1—A. Yes, sir. I told him I would not ac-
cept it.

Q. What was the market price '—A. I thiok about 80 or83. 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 thatsort. You could not sell that amount at that time.

Q. At what figure did you trade?—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 1—A.. Yes,
sir.

Q. So that it netted you about $150,0001—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 Missoari
Pacific between Mr. Garrison and Mr. Gould.—A. Yes, sir.

L. T. SMITH.

DENVER, O0oLO., Monday, July 11, 1887.
SYLVESTER T, SMITH, being duly sworn and examined, testified
as follows:
By the CHAIRMAN:

Question. What is your business 1—Answer. I am general manager
of the Denver and Rio Grande road at Denver.
&). Where do yoa live I—A. Denver.
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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 ot dividends out of the land fund ¥—A. No, sir; there never
was. I never was auditor of the Union Pacific road; it was the Kan-
sus Pacitic. 1 am answering now as auditor of the Kansas Pacitic.
There never was. '

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

UNION RACIFIC PEOPLE NOT INTERESTED IN OTHER BUSINEBS ALONKG
THE LINE.

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

Q. During the time that you held other positions in the company had
you any knowledge yourself or through others of any officer or employé
or agent of the company being interested in any business along the line
of the road 1—A. No, sir. .

Q. What part did the officers or employés of the company take in
elections during your term of service 1—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 employés of the company in politics ¥—A. No, sir; none whatever.

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

PASBSES.

Q. Had you any authority to issue passes while you were auditor or -
subsequently 1—A. Yes, sir.

Q. Did you issue passes 1—A. Yes, sir.

Q. Were you instructed as to the manner of issuing them 1—A. No,
8ir; not particularly’

Q. How did you issue passes, and to whom 1—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 issned —A. 1 believe that
covers about all of them.

Commissioner ANDERSON. Complimentary would cover a great many.

TO WHOM COMPLIMENTARY PASSES WFRE ISSUED.

Q. To whom did youn 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. 1
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 +—A. I say that I did.

Q. Have you issued passes on application of members of the legisla-
ture to their friends ¥—A. I think very likely I have.

Q. Was that for the purpose of influencing legislation 1—A. No, sir;
not at all.

Q. Was that for the purpose of making friends for the road 1—A. It
was issued as a compliment ; it was complimentary. They were issued

o 8 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 o whom you issued passes T—A.
Yes, sir; Ithink I have covered all the classes. g

Q. Have you issued passes to shippers for the purpose of securing
their freight or business 1—A. No, sir; personally I do not think I ever
bhave. But they have been issued by others; by heads of departments.
They were furnished by me.

Q. Did you aunthorize the person to whom you issued the pass to issue
sach a pass 1—A. Yes, sir.

TRANSCONTINENTAL POOL.

By Commissioner ANDERSON :

Q. Wasthe Denver and Rio Grande a member of the transcontinental
pool I—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 ¥—A. No,
sir; I never had anything to do with that.

Q. You have no knowledge whatever on that subject t—A. None
whatever. )

Q. When did you become receiver of the Kansas Pacific7—A. I think
it was the 1st of November, 1879.

Q. You sacceeded Mr.Greeley 1—A. I succeeded Mr. Greeley and Mr.
Yillard. ;

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

Q. How long did you remain receiver T—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 1—
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 it you would be in the neighborhood, we would like to have you
hc'.;re. The testimony has not yet been transcribed by the stenogra-
phers.

The WiTNEES. I will be here, but I would prefer to come to morrow
afternoon, if you could arrange ifthat way.

DENVER, CoLo., Monday, July 11, 1887.
1 JOHN HARKINS, being duly sworn and examined, testified as fol-
ows :
.» By the CHAIRMAN:
Question. What is your business 1—Answer. I am president and man-
ager of the Rocky Moantain News Printing Company.
Q. How long have you been such manager—A. I have been mang-
ger of the company in the neighborhood of eight years,
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Q. Duoring that time have you resided in 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 I’acific Railway Company to
this community ¥—A. Of a general character.

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

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

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

Q. Are the complaints true?—A. I conld not say that. It is my
business to investigate sach matters only a8 a newspaper man.

Q. Have you any knowledge, generally, of any complaints existing in
the community 1—A. Only of a general character.

OIGH RATES ON THE COLORADO CENTRAL.

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

Q. Have you any knowledge of any discriminations, or preferential
rates, or special rates allowed by the Union Pacific Railway Company
to shippers 1—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 1—A. Yes, sir.

Q. How long has the special rate existed 9—A. It had a special rate
when I went into the company and became its manager, some years
ago. It wasat the time when Mr. Loveland was president of the cow-
pany and was a director in the Union Pacific road.

Q. The special rate was from what point to what point ¥—A. From
Missouri River to Denver.

Q. On what did youa have the special rate }—A. On priut stock.

Q. What special rate did you have ¥—A. I do not know what it was.
'I‘tl:e arrangement was made before I came there, and I know nothing
aboat it.

Q. Do the special rates exist to-day 1—A. No, sir.

Q. When did they cease7—A. When I became president aud man-
ager of the company, after Mr. Loveland went out of it.

Q. What year was that1—A. A little over a year ago.

Q. Have other shippers in the samo line of business a special rate, or
had they during that time 1—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 I—A.. Something in the neighborhood of 82, 1 believe;
$2.30 or $2.40, or something along there.

By Commissioner LITTLER :
. & Was that on the 100 poundst—A. Ithink it was. Something\Wke
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By the CHAIRMAN:

Q. What was the percentago or cut rate that was allowed to the
Bocky Mountain News Company 1—A. I do not know.

Q. Has the Upion Pacific Railway Company any interest in the
Rocky Mountain News Company 1—A. No, sir.

Q. Have they ever had any interest —A. Notf since I have been in
it; no, sir.

'Q. Have any of its officers, agents, or employés had any interest 1—
A. No, sir.

A REBATE OF $1,000.

Q. In the examination of the books of the Union Pacific Railway

Company, a rebate or allowance of $1,000 to the Rocky Mountain News
ny was found. Mr. Kimball, the manager,'was unable to ex-

plain it. Can you give any explanation to the Commission as to what
that rebate was for1—A. No, sir; that was some arrangement made,
a8 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 1—A. No, sir.

Q. Where is Mr. Loveland 1—A. I believe he is in Denver.

Q. Does he reside here 7—A. He resides here ; yes, sir.

Q. Is he here now 1—A. I counld not tell you; my impression is that
be is. I saw him a few days ago in the street.

By Commissioner LITTLER :

Q. What is his foll name7—A. W. A. H. Loveland.

The CHAIRMAN. We are mach obliged to you and will exbuse you
unless you have some suggestions to offer.

The WITKESS. None at all.

By Mr. WiLLARD TELLER:

Q. Do yon know when Mr. Loveland ceased to be a director in the
Union Pacific t—A. I conld not give you the date.

Q. Was it several years ago 1—A. Several years ago; yes, sir.

Q. Was it about the time yon went in 1—A. No, sir; it was after.
Ahbout 1881 or 1882. That is my impression. I am not certain about
€t hat. .

By the CHAIRMAN: -

Q. Have you any other information that you can give the Commis-
sdon 1—A. I have nothing at all.

DENVER, CoLo., Monday, July 11, 1887.
JAMES M. BURNELL, being duly sworn and examined, testified as
follows :
By the CHAIRMAN:
Question. What is your business I—Answer. 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 ¥—A. For about a year.
Q@ Were you connected with the company prior to that timet-—h.
4s » foreman in the news department of the newspaper.
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Q. Were you connected with the Rocky Mountain News Company
during the period when the Union Pacific Railway Company was allow-
ing rebates to it 7—A. I do not know what period that mightbe. I was
foreman five years, from September, 1881, until I went into the com-
pany. Iwas foreman of the news department, °*

Q. Were you in a position to know of any rebates allowed to the
:]birocky Mountain News Company during your connection with it +—A.

0, 8ir.

NO ENOWLEDGE OF SPECIAL RATES.

Q. Had you any knowledge, during the time that you were connected
with it, of any special rate on print stock 1—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 1—A. No, sir.

Q. Did you ever hear of it before t—A. No, sir.

Q. By whom were you employed 1

The WITNESS. Do you mean the individoal or the company ?

Q. By whom were you employed 1—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 7—A. He was president of if, I believe.

Q. Have you any knowledge that Mr. Loveland had special rates
with the Union Pacific Railway Company on shipments }—A. No, sir.

Q. During the-time that yon were connected with the company, did
you know any officer, or employé, or agentof 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 daly sworn and examined, testified as
follows:

By the OHAIRMAN: ]

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

Q. How long have you been connected with it1—A. About six years,
I think; a little over six years.
. Q. How long have yon resided in Denvert—A. About thirteen years,

think.

RAILROAD FACILITIES AND AOCOMMODATIONS,

Q. What have been the facilities and accommodations afforded to the
community by the Union Pacific Railway Company 1

The WITNEsS. In what respect ?

The CHAIRMAN. With reference to freight and passengers.

The WITNESS. I guess the facilities have been good enongh. 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 1—A. Not that I know of.

Q. Have there been any cowmplaints as to the rates of freight !—A,
Yes, sir; there have been,
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Q. Have they ever given you any notice of any character that you
might obtain a special rate 7—A. Not at all; we did not want it.

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 rebate }—A. Exactly.

Q. Have you any knowledge as to preferential rates a8 between dif-
ferent points of shipment —A. No, sir; 1think not. That is a matter
of detail that I have not gone into at all. There may be such things,
but I do not know of them. ' »

Q. Have you any knowledge as to discriminations in the State here
against particular communities by the allowance of rates ¥—A. Only
from general complaints.

Q. What have been the complaints 1—A. I think there have been
complaints that some points have rates better than others.

Q. What points 7—A. I do not know that I could name them.

Q. What points have been complained of 1—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, conld
five you some information on that point., It is a matter that I have not

ooked into carefully. g

INTEREST OF UNION PAblI'l’O PEOPLE IN OTHER BUSINESSES.

Q. Have you any knowledge as to the.part taken by the Union Pa-
cific Railway Company, its officers, employés, or agents, in influencing
legislation #—A. Not personally ; no, sir.

Q. What-knowledge have yon generally —A. Just the general re-
port.

Q. Have you any knowledge of any officer, agent, or employé of the
Union Pacitic Railway 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. othing more than yon 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-
ernment 1—A. Not specially.

Q. Have you considered it sufficiently to form an opinion 1—A. AsI
look at it now, I thiuk 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. Hasthere been any discussion of $he question of settlement through-
olt]:t. It{;he State or among the people here?—A. Not to any extent, I
think.

Q. Has there been any sentimemt expressed among the people at
large, generally, as to the question of settlementf—A. I think when
the matter was before Congress last winter, the sentiment was opposed
totheextension; I should say so. That is, with those I associated with
and knew and talked about it.
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EXCESSIVE RATES.

Q. Then is it not the fact that it has had such articles for the last two
years 1—A. Forthe last two yearsand 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 charg'es against the Union Pa-
cific in respeet to its management or mismanagement, different from
what you have made in respect to other railroads ¥—A. I think not.

Q. Did not the paper take a very active part in the senatorial elec-
tion two years ago1—A. Yes, sir.

Q. Is it not a fact that the paper assailed the Union Pacific at that
time on the ground tbat it had been influencing legislation 1—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 Lhas been anything in that connection since that time.
There may be some special matter I do not know of.

Q. Itcontinued thronghout the winter, did it not ¥—A. I do not think
80.

Q. Did it continne throughout the senatorial canvass!—A. Yes, sir;
I think so.

Q. As soon us that was over you ceased ¥—A. Possibly.

Q Since that have you used the Union Pacific just the same as you
have used any other railroad1—A. I think so; yes, sir.

Evening session.

DENVER, COLO., Monday, July 11, 1887.

CHARLES WHEELER, being duly sworn and examined, test:ﬂetl
as follows: .

By Commissioner ANDERBON :

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 %—A. At Omaha.

Q. What has your occupation in Denver been1—A. Railroad acconnt-
ant.

AUDITOR OF DENVER AND SOUTH PARK CONSTRUOTION AND LAND
COMPANY,

Q. Were you formerly the secretary of the Denver and South Park
Constructlon snd Land Company 1—A. I was auditor, not secretary.

Q. Who was the secretary —A. L. H. Eicholtz.

Q. Where does he live 1—A. At Denver City.

Q. Is he here now 1—A. I think so.

Q. Where was the office of that company1—A. In Evans Block,
Denver.

Q. Who was president in 18789

The WiTNEss. Of the construction company 1

Commissioner ANDERSON. Yes.

The WrITNESS. Jobn W, Smith,
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an increased capital stock, largely, if not all, composed of Denver citi-
zens. That progressed, pushing the road up Platte Cafion probably 40
or 50 miles. It exhausted its means. The third and last construction
company, the Denver and SBouth Park Railroad Construction and Land
OCompany, 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 1—A. Yes,
sir ; each one of the companies succeeded to the contract with the rail-

haQ.. Have you these contracts among your papers 1—A. I think I
ve.
HOW THE WORK WAS DOKE.

Q. Oan you tell me exactly how this was done? Was the contract
first with the construction company, and then did the constrnction com-
pany make a contract with some one else to do the work 9—A. No; the
construction company did the work ; it let the contracts, several con-
tracts, for the construction, the grading, ties, and everything appertain-
ing to it, including the rolfing stock, and performed the work for the
stpek and bonds of the railroad company.

Q. Inre to the stock and bonds, what was the first mortgage
issued by the railroad company ¥—A. 1 conld not be precise from mem-
ory ; about 1873,

Q. On how many miles of road bailt, or intended to be built, was the
first mortgage issued 1—A. I think it was 150.

Q. What was the total issue authorized —A. $12,000 a mile of bonda.

Q. I8 that all that would be authorized in bonds 1—A. Yes, sir.

Q. That makes $1,800,000 in all?—A. Yes, sir.

Q. How much stock of the company was issued 1—A. Altogether,
there was $3,600,000 of stock.

Q. Was that issued at so much a mile 1—A. Yes, sir.

Q. That includes all the stock issued to date, does it not1—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 1—A. Yes, sir.

MR. GOULD INTERESTED.

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

Q. How did he become interested?—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 contract1—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
ll:ylv(;hich he purchased one-fourth of the stock held by the several stock-

olders.

Q. Of the construction company ¥—A. Of the construction company;

8, Bir.
e UNION PACIFIO A PURCHASER.

Q. Do you not remember that the construction contract itself was as-

gned first to Mr. Gould, and then by Mr. Gould to the Union Pacifio

u_n_smq{h!.—A. The Union Pacific Company had nothing whatever to

"#ith the construction company until it purchased the stock of the
.4apany a8t par. ;
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Q. Was it not. true that at the time of that purchase the constraction
contracte were assigned!—A. My impression is that they passed over as
part—let me recall that. 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 WITNESS. About November, 1880, negotiations were opened
throngh Mr. Gould for the purchase of the stock for the Denver, South
Park and Pacific Railroad Company, then owned by the citizens of Den-
ver, mostly, who had been, or were, stockholders of this construction .
company. Itresulted inthesale, throngh Mr. Gould, of the entire stock
beld 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. IFive huwdred 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 1—A.
About $2,300,000.

FINANCIAL HISTORY OF THE OONSTRUCTION COMPANIES.

Q. How did the $571,000 worth, held by Mr. Gould, and the $300,000,
beld in trust for the Kansas Pacific, come to be in these names 1—A.
In the construction of the road, by the Denver and San Juan Railroad
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 that $300,000 of railroad stock came into their
bapds. I will explain these transactions as I go along. The capital
stock of the Denver and San Juan Railroad Construction Company, if
I remember it correctly, was $300,000. That company, having ex-
baasted 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
ecnstruction 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 wasissued tothem. 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

‘snsas Pacific Company as the holder of $12,000 worth of the stock of

) construction company 1—A. Yes, sir; you see, they paid first
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$30,000, then $12,000 additional, making $42,0004 and from that they
got this $300,000 of stock.

Q. The cousideration of this $300,000 of stock was the work done by
the construction company for the railroad company and the 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 812,000 of stock.—A. Yes,
Bir.

HOW GOULD ACQUIRED THE STOOE.

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
of their holdings.

' Q. He got it, then, as his dividend on his holdings of stock in the
constraction company, did he 1—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 in his name did not.rep-
resent fully one quarter.

Q. Have you a copy of the construction contract between the rail-
road company aund this third construction company ¥—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. ([Intemptiug.] I know
nothing about the transactions after they passed from my hands.

DENVER AND SOUTH PARK BOOKS 1IN PUBEESSION OF UNION PAOCIFC.

Commissioner ANDERSON. This occurred in 1880.

* The WirnNEss. This must have occurred. after the 1lst of January,
1880. As anditor 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 Railrond Company at Omaha as soon
after that time aa it could be done, with all the vouchers, side-books,
and everything pertaining to it.

Q. Did you not continne the work of auditor or secretary after that
until 1881 1—A. At the request of the anditor of the Union Pacific Rail-
way Company, for the purpose of smoothing the way of their officers,
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 1—
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 constrnction contract? What
were its terms?—A. Mainly that in consideration of the stock and
bonds of the railroad company——

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

Q. In bonds 1—A. In stock, and $12,000 a'mile in bonds.

THE SUPPLEMENTAL MORTGAGE.

Q. You think it was 12,000 in bonds and $20,000 in stock t—A. I
“bink that is it. I could not be positive about that. There was a sab-
equent mortgage that was called a supplemental mortgage, that was
xecuted just prior to the sale of the road, which contemplated an inane






