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THE PACIFIC RAILROAD.

THE RELATIONS

EXISTING BETWEEN IT AND THE

GOVERNMENT OF THE UNITED STATES.

Ir is impossible to discuss, intelligibly, the question of the
relations between the government of the United States and
the Pacific Railroad Companies, and of their respective legal
obligations and rights, under and by virtue of the act incor-
porating said companies, without a full and careful considera-
tion of the condition of the country at the time of the passage
of the bill and the amendments thereto, as nearly all the
arguments urged in favor of or against the proposed measure
were drawn from such condition, which was one of civil war
threatening the very existence of the nation. All the mind
and strength of the people of the North were put forth for
self-preservation and the maintenance of their territorial unity.
One of the means to this end was a railroad across the conti-
nent to unite its two great slopes. It was inaugurated, on the
part of government, almost wholly as a military measure. The
appropriations made to it were regarded as fully justified on
such ground. Its construction was committed to a private
company, or companies, for the reason of their greater compe-
tency to construct and manage works that were to be commer-
cial as well as military in their character. As the value of the
road, for whatever purposes, would be shared equally by the
nation, it was but just that its cost should, as far as necessary,
be assessed equally upon the nation,
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All these eonsiderations entered into and gave the peculiar
form of language to the bill that was finally passed. Strange to
say, these considerations are now almost wholly forgotten, and
by none more so than by the government which inaugurated
and supplied the means for the construction of the roads, and
which is supposed to be always connusant of its acts in the past.
But this very government now seeks to construe the law, not by
reasons and conditions existing when it was enacted, but by
those now existing, and which are wholly different. But the
companies need not shun alegal contest. They can be compelled
to do only what they agreed to do. Government was compe-
tent to make an outright gift of its bonds, if it chose—or to
give credit for the interest, as well as principal, for the whole
time the latter had to run. There is no privity between the
holders of the bonds of the government and the railroad com-
panies. The attorney-general unfortunately knows nothing of
all this. IIe was not in a position to know any thing of the
fecling or action of the North when the railroad bill became
a law. e has, consequently, assumed both his law and his
facts to support his conclusions.

The railroad companies are perfectly willing to join issue
with him on all the questions he has raised. But a rigid con-
struction of the law, while it would fully maintain their legal
positions, would now satisfy no one—not the government, as
it would still be paying, yearly, a large sum by way of interest,
without receiving what would appear to be an adequate equi-
valent in return. It would not now satisfy the companies,
although it would fully vindicate their rights, as it would still
leave them subject to a repetition of attacks similar to that now
made on them, and create constant distrust as to the value of
their secarities, which have passed almost wholly into the hands
of innocent parties, and are scattered over the world. The rea-
sonableness and equity of their position, consequently, must be
restated and established, as they can be, beyond controversy
or cavil. It must be shown that it was never intended that
they should pay interest on the government bonds “except in
manner provided ’—to wit, by the transportation of govern-
ment mails, troops, and munitions of war ; that they ought not
to pay the interest in any other manner; that the services ren-
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dered and to be rendered to the government are, what it was
anticipated they would be, a full and ample equivalent for any
and all aid extended to the road; and that the positions taken
by the attorney-general—that “it is incredible that Congress
should have intended to assume so large a liability, with so
small a provision for its reimbursement ”-—that the Union
Pacific Railroad Company is substantially an act of bounty on
the part of the government ”—* that the government and com-
pany are in the relations of donor and donee ;” and “that, con-
sequently, the government may lawfully claim from the com-
pany the interest on its bonds as it falls due”—are wholly
gratuitous' and unfounded assumptions, while his reasoning
from these premises is absurd and puerile to the last degree.
The controversy with the companies was not one of their
seeking. A grievous wrong has been done them, and they
should not now rest till their positions and rights are fully vin-
dicated and accorded, not only by the action, but by the con-
viction, both of the government and the people.

As already stated, the arguments made use of, when the subject
of the Pacific Railroad was under discussion and the company
chartered, were drawn from the condition of the country, then
convulsed and threatened with dismemberment by civil war ;
the saving that it would effect in the transportation of troops,
subsistence, and munitions, and the advantages that would result
to the nation, in opening up to settlement and cultivation of
immense areas of territory hitherto inaccessible, and by con-
necting by a grand highway the oceans that front the two great
slopes of the continent. The subject, however, was by no
means a new one. For ten years previous, a railroad to the
Pacific coast had been constantly urged as a military and
commercial necessity; but no progress was made toward its
construction. Elaborate examinations had been made at the
cost to the government of many millions of dollars. Several
routes were proposed, although ‘it was felt that only one road
could or should be built. The bitterest local jealousies pre-
vailed. The Southern States insisted upon one route, the
Middle States upon another, and the extreme North upon
another. No route proposed conld command a majority in
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Congres:, Could a majority for any particular one have
been obtained, the constitutional bugbear stood in the way of
a direct appropriation to it of money; at the same time' it
was felt that, without government aid, private capital would
not advance a dollar. The undertaking was regarded as alto-
gether too vast for individual enterprise. There was no prece-
dent for a work of such immense magnitude. If constructed,
no one had any confidence that it would make its current ex-
penses, or that it could pe maintained by any hand less pow-
erful than that of the Federal Government. "The two loftiest
mountain ranges on the continent had to be overcome. It
was generally believed that the conditions necessary to the
maintenance of a railroad over them did not exist. While,
therefore, the importance of such a work was universally ad-
mitted, and while it was the subject of constant discussion, no
progress was made, apparently, from year to year toward its
accomplishment.

Early in 1861, the war of the rebellion broke out. With
the civil, foreign wars were most imminent—the Trent affair
showed /ow imminent. Another and similar occasion might
any day arise. Both England and France regarded the
country as dismembered, and the crisis as their opportunity.
With the characteristic indecision of a trading and commercial
nation, England waited till we should fall to pieces, when her
role would be that of a wrecker rather than that of an assailant.
France actually proceeded upon the assumption that we had
ceased to exist as a nation, and invaded Mexico for the purpose
of being in a position to assail our south-western frontier. But
the North, instead of sinking, rose with the emergency. It
struck for empire as well as for existence. One of the first
questions considered was the preservation of its Pacific posses-
sions. It wasseen that, cut off from communication with them
by sea, they could be retained only by means of a railroad,
which should unite them, throngh our own territory, with the
Eastern States. There was no longer a doubt as to the right
to appropriate money for the opening of such a communica.
tion, no more than there was in appropriating money for the
building of ships or forts, or for the raising and maintaining
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of armies. 7'he paramount necessity was law. The war at the
same time put an end to all other questions which had stood
in the way of the work, The South was no longer in Con-
gress. The North was reconciled to one route, which, com-
mencing at the hundredth meridian, was provided with branch
lines, so as to be almost equally accessible from all portions of
the loyal States. The war, while it created the necessity of
the road, had greatly enlarged the ideas of the people as to the
wealth of the country and of their capacity for great enter-
prises. What were the few millions that were required for a
Pacific railroad, compared with the monthly expenditures that
were then being made for the war ? All obstacles to the inau-
guration of this great enterprise were removed. The only
questions left for consideration were, By whom should it be
constructed and managed? and Upon what basis should the
means for its construction be supplied ?

By general consent it was agreed that, for reasons already
recited, it should be committed to the charge of a private
company, but. upon terms that would bring to it the largest
amount of private experience and capital. After a full con-
sideration of the whole subject, it was agreed that govern-
ment should advance its bonds, bearing six per cent interest,
and payable in thirty years, and that the road should do the
government transportation at reasonable rates; that the
charges for this transportation, which it was supposed would
equal twice the accruing interest, should be credited to the
company ; and that the whole amount of principal and interest
found to be due at the expiration of thirty years, should be a
debt against the company, to be secured by a mortgage on the
road. A final settlement, for very good reasons, was not to
be made till the bonds fell due. It could not well be made
till then. Government, one year, might be largely in debt to
the company, in the matter of transportation. In another, it
might be largely its creditor. It was felt that the utmost
indulgence should be extended on the matter of interest, if
not earned, in the mean time, by charge of transportation.
At the end of thirty years, there would be 75,000,000 of peo-
ple in the United States. The commerce of the country at
the end of this period could not fail to make the road good
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property. The security for the loan, principal and interest,
was perfect. The conviction, too, was universal that, unless
such indulgence were extended, not a dollar of private capital
could be secured in aid of the road.

Such is a brief sketch of the early history of this great enter-
prise. That it is a truthful one, the extracts, which we give
herewith, from the debates upon the bill in both Houses of
Congress, will fully prove. - Every line of them has been care-
fully examined to see whether any remarks or statements were
made at variance with the general drift of the arguments used.
On the one side, it was contended that the work was a military
necessity, and that it would prove a measure of economy in
the matter of transportation, and that the appropriations made
to it were under war-powers of the government. None of
these positions were controverted. The bill was opposed on
the ground that the condition of the country, at the time, did
not warrant such an immense expenditure, as every dollar ex-

.pended upon the road would, as far as any direct revenue was
concerned, be wholly lost.

The debate on the bill was opened in the House by the
Hon. A. A. Sargent, of California, a member of the Select
Committee on the Pacific Railroad. It was an exhaustive
statement of the whole question, as the following extracts will
show. (See Congressional Globe, p. 599, Part II., Session 2d,
37th Congress.)

“The position of the people of California, and of the whole Pacific coast,”
said Mr. Sargent, “is a most unenviable one. In case of foreign war, we pos-
sess neither the power nor means to successfully defend ourselves from the
assaults of our foes. The isthmus route, now available and open, will then
be closed. Our only water communication will be 2i@ Cape Horn—a journey
of over fifteen thousand miles, requiring from four tofive months to make the
passage in clipper ships, assailable by the enemy’s vessels its whole length.
Even supposing a vessel fortunate enough to escape the attention of the
enemy’s cruisers on the Atlantic, she must then run the gauntlet of the
Pacific ; and on arriving at San Francisco, how will she pass the enemy’s
blockading fleet? No, sir; the first result of a foreign war will be the entire
destruetion of our commerce.

“ Let us see what are the inducements to a campaign for conquest. We have
there in the centre of the Pacific coast a port and harbor hardly equaled by
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that of any other country on the globe—a noble bay, stretching away,as T
have said, forty miles to the southward, and twenty to the northward, com-
pletely land-locked, in which the navies of the world might ride in safety.
This harbor, accessible only by a narrow entrance, and forming the key which
unlocks or locks the inland navigation to a rich valley four hundred miles in
length and fifty in width—the key which holds possession of the richest min-
ing territory of gold and gilver in the known world, whose annual yield of the
precious metals is not far short of $100,000,000—a territory which employs
a half-million of peoplein its development ; a magnificent city of nearly one
hundred thousand inhabitants lies at its entrance, with its wharves and docks,
its custom-house and mint, its costly public buildings and private dwellings ;
commanding this entrance are a system of fortifications on which millions of
dollars have been expended, and which, when fully completed under the su-
pervision of a great power which was determined to make them such, could
be made as impregnable as the rock of Gibraltar.

“ At the head of this noble bay our enemy would find to tempt him a capa-
cious navy-yard, replete with every modern convenience and appliance neces-
sary for his purposes ; a dry-dock within which to repair his ships; an arse-
nal ; barracks for his soldiers ; in short, every thing necessary to enable him
to maintain his position, all built and ready fitted to his hand. Holding these,
he holds California ; he holds the Pacific coast ; he holds the gold and silver of the
mountains ; he holds the commercial centre of the Pacific ; the great mart of trade ;
the growing, glorious empire of the West ; the pride of the Union, and ils earnest,
Saithful adherent. Are these advantages which a grasping, powerful enemy
would scorn to possess himself of? Is n)t this a prize worthy ambition ?
‘Will you expose your jewels to every thief, and then stupidly wonder that
they are stolen?

“ Qur enemy in possession of this harbor, of these fortifications, of the navy-
yard, dry-dock, and arsenal, and in command of the inland navigation, what
could the people of California do without cannon or ammunition, and without
the means of procuring them ? How could they protect themselves? Sir,
they would have a choice of evils—starvation, surrender to foreign do-
mination, or an exedus across the Sierras. I am no alarmist, nor do I
desire to add one jot or tittle to the embarrassments under which our beloved
country is now laboring. But I believe I speak the words of sober truth,
when I say that, had the late Trent imbroglio not admitted of a peaceful solu-
tion ; had the views and convictions of many of my friends and associates on
this floor been sustained by a warlike answer to the demands of Great Britain,
or a refusal to deliver up the persons of the Confederate ambassadors, that to-
day, even as we sit here, this first blow would have been struck, and the har-
bor of San Francisco sealed.

“To illustrate my views fully upon the financial workings of this bill, I
have prepared a table of the amount of bonds to be issued each year, until
the entire road is completed. It will be observed that no payment of these
bonds is to be made under thirty years from their date, only the interest upon
them as it accrues ; and that their issuance is in fact, aside from their interest,
a mere loan of the credit of the government.

“ As many of these bonds will not be issued under twelve years from this
date, to wit, $60,800,000, and the bulk of them not till after eight years, it
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follows that they will not mature under from thirty to forty-two years from
the passage of the bill. Z%e actual burdens upon the treasury before maturity will
be as follows, they being for interest exclusively :

In1865...........$168,000 In1871..........$2,363,000
In1866........... 504,000 In1872.......... 2,699,000

In 1867........... 804,000 In1873.......... 3,035,000
In-1868. ... covie 1,283,000 In1874..... vees. 3,371,000
In 1869..0c00newns 1,787,000  In1875..... «ee.. 3,884,000
In 1870...........2,075,000

“Thus the highest rate of interest upon a completed road will be less than four
millions of dollars, and owr yearly expenses are over six millions of dollars for mails
and transportation.  True economy calls for this expenditure, as well as considerations
of convenience, safety, and commercial advantage. Are thesethe fearful expenditures
that frighten gentlemen when they hear this subject mentioned ¢ The bill further
provides that these sums shall be repaid the government in transportation of
mails, military stores, troops, etc., and that government may, in case of war,
take possession of and use the road.for its purposes. Even if it takes ten
years to build the road, we do not wait so long for its benefits. Every mile
that is constructed bridges the gap between the two oceans, and adds new secu-
rity to our Pacific possessions, by increasing the facilities and diminishing the
cost of defending and supplying them.

“Tt is believed that the government business, at the expiration of ten years,
between the Atlantic States and Nebraska, Colorado, Utah, Nevada, Wash-
ington, Oregon, and California, in addition to the mails, will have increased
sufficiently to compensate for this annual interest ; while the legitimate busi-
ness of the road ought to be sufficient in magnitude to afford a sinking fund
for the repayment of the principal. Under such an arrangement, how can the
United States become losers? Or how can this grant operate as a burden on
the treasury ?

“We have just escaped the brink of a precipice—the horrors of a war with
the most powerful nation on the earth ; a war which, while it would affect the
Atlantic States disastrously, would have brought total ruin and desolation to
the inhabitants of the Pacific coast, unless they threw themselves without re-
sistance into the arms of the foreign foe. It is the right of those pcople to ask, it
is the duty of Congress to provide, means of protection ; and we believe that protection
is best afforded, can,in fact, be only afforded by the immediate construction of a rail-
road connecting the Atlantic States with those of the Pacific. 1f, we are expected
to repel invasion, we must be provided with the necessary means. We must
either have vast store-lrouses in which to gather grain, food, and clothing suf-
ficient for many years ; we must have an accumulation of ordnance, ammunition,
and malerial of war sufficient o maintain @ five years’ war if necessary ; or we must
have a railroad over which to transport these supplies. 1 believe it is conceded that
any attempt to undertake the transportation of these supplies and stores by
wagons across the territories is idle.

“ If the opinion I have assumed be correct, to wit, that this work is a mili-
tary necessity, it is as properly the subject of immediate legislation as are our own
forts and seaboard defenses. It can not be commenced oo soon ; and the length of
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time required to construct it should be the strongest argument in favor of immediate
action. You may on this side be able to wait ten years without feeling its
necessity. But, sir, we upon the other side will wait in silent suspense, in
fear and trembling. Why should you hesitate longer to perform this great
act of justice to your brethren of the Pacific? Can we afford to lose California
and our Pacifie possessions? Are they not worth the cost of a railroad? How
will your money market endure the deprivation of our gold? How your
manufactories sustain the loss of our trade, as they would with a change of
tariff to suit foreign producers? Would not your debt be lightened by developing
your intermediate territories? If a war should come, the ¢ost of keeping your
Pacific States, even if you succeeded in the effort, which would be impossible,
would amount o treble the cost of this road. Is the empire we have founded on
the Pacific not worth protection? If not, why was it established ?”

In another speech, (see Chngressional Globe, page 1594,
Part II., 2d Session of Thirty-seventh Congress,) he said,

“ When the road is fully completed, and we are experiencing all the secu-
rity and commercial advantages which it will afford, the annual interest will
be less than $4,000,000 ; and that sum will be but gradually reached year after
year. The War Department has paid out, on an average, $5,000,000 per year, for
the past five years, for transportation to the Pacific coast, and the mails cost $1,000,-
000 at their present reduced rates. The saving of the government would be two mil-
lions per year on these items alone. ~ As this road progresses west from the Mississippi,
and east from California, it will be available to the government for transportation ;
and 1 have no doubt that the services it will render will very soon absord the interest
money to be paid under this bill.

“ The interests of government are carefully protected by thisbill. The issue
and delivery of the bonds to the company ipso facto creates a just lien or mort-
gage in favor of the United States ; and in case of refusal on the part of the com-
pany to pay the bonds when due, according to the provisions of the bill, the Secretary of
the Treasury has a right to take possession of the road and franchises for the use
of the government.”

Mr. Sargent’s speech may be taken as an epitome of the
whole debate, which occupied hundreds of pages of the Con-
gressional Globe,both for the Thirty-seventh and Thirty-eighth
Congresses.

“ We must have,” said he, “ an accumulation of ordnance,
ammunition, and material of war sufficient o maintain a five
years war if necessary ; or we must have a railroad overwhich
to transport these supplies. It is the duty of Congress to provide
means of protection ; and we believe protection is best afforded—
can, in fact, be afforded only by the immediate construction
of a railroad connecting the Atlantic States with those of the
Pacific. Zhis work is a malitary necessity, and is as properly

\
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the subject of “mmediate legislation as are our own forts and sea
defenses.”

The financial argument was equally clear : ¢ The War De-
partment has paid out, on an average, $5,000,000 per year for
the past five years, for transportation to the Pacific coast.
The mails cost $1,000,000 more at the present reduced rate.
The saving of the government would be two millions a year in
these items alone. - As this road progresses west from the
Mississippi, and east from California, it will be available for
government transportation.” “The only burden upon the
government, till the end of thirty years, would be the interest
accruing on its bonds, and,” said he, “7 Aave no doubt that
the services wt will render will very soon absorb the interest
money to be paid under this bill.”

Mr. Sargent was followed by Hon. James H. Campbell, o.
Pennsylvania, Chairman of the House Committee on the
“Pacific Railroad.” He accompanied his report of the bill
by a speech from which the following extracts are taken. (See
Congressional Globe, p. 1578, Part II., Session 2d, Thirty-se-
venth Congress.)

“If we would protect,” said Mr. Campbell, “ our vast possessions and secure
our proportion of the trade of the world, we must be enterprising, bold,
vigorous, as well as sagacious. Steam applied to transportation by land and
water has become almost universal among civilized nations. The only way
to secure economy, celerily of movement, and certainty, is to employ steam. This
new element of power has been brought into requisition in all the depart-
ments of life. During the existing rebellion, we have been enabled, by
means of steamboats and railroads, to concentrate more decisive action on
any given point in three months, than otherwise could have been done
within one year; and this, too, at one fourth the cost.

“ On the ground of economy, which oll admit to be of the first moment in the
present position of public affairs, the construction of a Pacific railroad will save
the government annually a large sum, which truth I now propose to demonstrate.

“General Samuel R. Curtis, in 1860, then the very able Chairman of the
House Committee on the Pacific Railroad, estimated the annual service
required by government, and which could be better performed by a railway
to the Pacific, at $5,000,000 for army and navy transportation, and $1,500,000
for postal service, amounting together to $6,500,000. But as this estimate
was made from approximation, and not from actual expenditures, as per
returns from the various departments, the real figures show, so far as we
have been able to procure them, that it was under the actual outlay. The
following table will show the cost to the United States for the transportation
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of troops and supplies between the Mississippi River and the Pacific coast, per
annum, for the past five years, beginning and ending with the fiscal year. It
will be observed that it is in reply to a resolution of inquiry addressed to the
Secretary of War by the House. (See House Executive Document, No. 80.)

“ WAR DEPARTMENT,
“ WasHINGTON CITY, D. C., March 18, 1862.

“SIr : In compliance with the resolution of the House of Representatives
of the 19th instant, I have the honor to transmit herewith a communication
of the Quartermaster-General, covering a report ‘showing the cost to the
government for the transportation, per annum, for the last five years, by
steam or otherwise, for troopsand supplies, between the Mississippi River and
the Pacific coast, as well as intermediate points.’

“Very respectfully, your obedient servant, Epwin M. STANTON,

Secretaiy of Wer.
“Hon. GALUSHA A. GRoW,

Speaker of the House of Representatives.”

FISCAL YEAR 1857 : COMMENCING JULY 1, 1856, AND ENDING JUNE 30, 1857.

Clothing. .o evviuieeiienuinennssvanmenncnsnn $47,069 33
Subsistence......vvvvenreinnn feeeeenaes tees 483,977 24
(8, 43:%:5 1 KRR — 46,810 748
Troops and other supplieS. . ceovuvveeierinennen 1,523,610 26

i $9°101,867 81

FISCAL YEAR 1838: COMMENCING JULY 1, 1857, AND ENDING JUNE 30, 1858.

CIOHRING, ;55000 aimmn i ST R brrrse: ssvase § innsidl 68 £33 $49,051 41
Subsistence. .....o... FEY S R  PI—- 728,234 14
Ordnance. o.ceveveenennns (R R R— 33,456 47
Troops and other supplies......covevinevenrnen. 3,151,106 38
3,961,848 40
FISCAL YEAR 1859 : coMMENCING JWLY 1, 1853, AND ENDING JUNE 30, 1859
Clotlings s e smasmmnss wie s pE R e $125,106 59
SUbBISEONCE. cv swsssss s vs 54 o0mnassmemvensess 1,682,719 49
OFATRTICBS 5 5 5.0 5 5 53 bisiiin 5 b S0 05 SbECEAREHVIDHTE 47,851 44
Troops and other supplies. ..... SO SRR R 2,463,873 43

—_—— 4,319,550 95

FISCAL YEAR 1860: FroM JULY 1, 1859, To JUNE 30, 1860.

Clothing s soms ses s pusswssswss v s v s s o won $94,397 09
SubaiBtonee: «.s  vs & 5 & psves § s s 556,954 77
Ordnance. : s ssnssnsmmshivisssse sesssesiges 29,651 47

Troops and other supplies....cvvaverererenanns 1,479,584 94
—_— 2,160,588 27

FISCAL YEAR 1861 : FroM JULY 1, 1860, TO JUNE 30, 1861.

Clothing . .. vvvvii e tneeietenrensannne o nens $27,695 32
Subsistence. .. ooeeeeeinranse Ceeeeetrieesaeans 423,603 36







