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(Hommonujcaltl) of ittassacljusctts.
House of Representatives, May 5, 1877.

Ordered That a committee, consisting of three on the
part of the House, with such as the Senate may join, be appointed with authority to sit during the recess, and to report
to the next session of the Legislature, during the first week
of the session, what action it may be expedient for the State
to take in relation to its investments in the stock and securities of the New York & New England Railroad; and to
this end, it shall be competent for the committee to extend
its inquiry to all matters that may affect that question.
,

House of Representatives,

Adopted.

May 8, 1877.

Sent up for concurrence.
Geo. A. Marden, Clerk.
Senate, May 14, 1877.

Adopted in concurrence; and Messrs. Stone of Middlesex,
and Haynes of Hampden, are appointed on the part of the
Senate.
S. N. Gifford, Clerk.
House*of Representatives, May 15, 1877.

Messrs. Stone of Newburyport, Bird of Walpole, and
Wade of Newton, are joined on the part of the House.
Geo. A. Makden, Clerk.
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REPORT OF COMMITTEE.
The Committee appointed under the foregoing order has
attended to the duty assigned to it, and submits the following

II EPOET:
We find the New York

&

New England Railroad Com-

pany is indebted to the State for a loan of two hundred and
fifty thousand dollars, now overdue, made to aid the company in obtaining possession of the franchise and property
of the Hartford & Erie Railroad Company. For this loan,
made under authority of a Resolve, chapter 73, of the year
1873, the State holds the note of the first-named company,
on which interest has been paid as the same became due, at
the rate of seven per cent per annum.
We find that $3,600,000 of Berdell mortgage bonds, issued
by the Hartford & Erie Railroad Company, and formerly
held by the State as part of its security for loans of that
amount made to that company, have, by order of the governor and council, been converted into certificates of stock
of a like amount of the New York & New England Railroad
Company, under the provisions of the Berdell mortgage.
The present interest of the State in the New York & New

England Railroad Company is, therefore, represented by
stock of the company to the amount of $3,600,000, and the
note of the company for $250,000; and the question the
Committee has had to consider is, what action is expedient
for the State in relation to this interest.
In our examination, we have passed over the lines of road
owned by the company, and also over the Hartford, Providence, & Fishkill road, and the unfinished part of the line
from Waterbury to the Hudson River.
We have had the assistance of persons of practical experience in railroad affairs in matters relating to the condition of
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the property of the company and its earning capacity, and
have been freely aided in all our inquiries by its officers.
Five per cent sterling bonds to the amount of £748,600,
payable in London in 1900, were issued to the Boston, Hartford & Erie Railroad Company, said company receiving the
proceeds of the sale thereof, (including the premiums) except
a balance in the hands of Baring Brothers & Co., at the
time of the failure of the company, which passed into the
hands of the assignees. From the proceeds of the scrip,
and as a condition of the loan, the company paid to the
State $600,000 to create a sinking fund, —an amount supposed to be sufficient, with its accumulations, to pay the
bonds at maturity.
The principal of the loan is, therefore, probably secure;
but the agreement of the company to pa} r the interest on
these bonds, amounting to $lBO,OOO annually, in gold and exchange, has never been fulfilled, even for a single payment;
and has, therefore, been paid by the State, and will have to
he so paid until the bonds mature.
The payments of interest and exchange will amount to
nearly $5,450,000, for which the State 'has only, as security,
stock, $3,600,000, in the New York & New England Railroad.
The managers of the New York & New England Railroad
Company are in no way responsible in this state of affairs.
It is the result of the gross mismanagement of their predecessors in the enterprise, and a want of proper caution on
the part of the State in making the loan.
Finding the principal secured, we have sought to discover
some method by which the State may be reimbursed, in the
whole or in part, for the loss of its interest payments.
The managers of the road first submitted for our consideration in this connection the following proposition:
*

NEW YORK AND NEW ENGLAND RAILROAD COMPANY.
President's Office, 224 Federal Street, I
)
Boston, Sept. 15, 1877.

To the Hons. Frederick M. Stone, Tilly Haynes, Eben F. Stone,
Francis W. Bird, and Levi C. Wade, Committee of the Massachusetts Legislature.

Gentlemen
Acting upon the suggestion made by you at our
last meeting, and with a view to relieve the State from anv further
:
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payments in consequence of its loan to the Boston, Hartford
Erie Railroad Company, 1 have the honor to submit herewith, on
behalf of the New York & New England Railroad Company, the
successor of the 8., H. & E. R. R. Co., a proposition which we
have thought very liberal towards the State, and yet a perfectly
reasonable and proper one for us to make, keeping in view the
rights of all other parties similarly situated.
We trust it will receive your approval as representing the interests of the Commonwealth in the property of this company.
In 1870 the Commonwealth of Massachusetts issued its scrip to
the amount of 13,600,000 to aid in the completion of the railroad
of the Boston, Hartford & Erie Railroad Company, and received
in exchange bonds to an equal amount issued by' said corporation.
These bonds were secured by mortgage, and were part of an
authorized issue of $20,000,000, the whole of which were negotiated.
The mortgage has since been foreclosed, and a new corporation
organized by the bondholders under the name of the New York
New England Railroad Company, with a capital stock equal to
and exchangeable for the principal of said bonded debt.
The Commonwealth, by' the conversion of its bonds, has become
the owner of $3,600,000 of stock in the new corporation, upon
which no dividends have yet been received; and it is compelled to
pay as interest upon the scrip issued by it in 1870, an annual
sum of $lBO,OOO, for which it receives no equivalent. The principal of this scrip, which becomes due January 1, 1.900, will be
met by 7 sinking fund available for the purpose.
New England Railroad Company' has become
The New York
the owner, by such foreclosure, of 345 miles of railroad, extending from Boston to Willimantic, and from Providence, via Willimantic, Hartford and Waterbury, to Fishkill on the Hudson
River, and from Brookline to Woonsocket, including several
branches' of said main roads. Between Waterbury and Fishkill,
a distance of about seventy-six miles, the road is still unfinished.
subject to various mortgages and
Portions of the property 7
other liens to the amount of about $4,000,000.
For the purpose of completing the road and discharging these
debts so as to obtain an absolute title to its property free from all
incumbrance, the corporation has been authorized by the concurrent legislation of Massachusetts, Rhode Island, Connecticut, and
New York to execute a mortgage and issue bonds secured thereby
to an amount not exceeding $10,000,000.
A mortgage has been made, bearing date January 1, 1876, but
&
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it has been found impossible to negotiate the authorized issue of
bonds at a satisfactory price owing to the unprecedented and
undiscriminating distrust of all railroad investments which now
exists in the community.
In the meantime, the earnings of the road have been expended
in the improvement of the property so that it is now estimated
that the sum of about $6,000,000 will sufficiently meet the purposes for which such mortgage loan was authorized.
It is for the manifest interest of the corporation and its stockholders to obtain this money without sacrificing its securities at
panic rates, and it is for the manifest interest of the Commonwealth to be relieved from the annual charge of $lBO,OOO, which it
is now compelled to pay, and for the reimbursement of which the
thirtj -six thousand shares of the capital stock of the New York
New England Railroad Company, which it now holds, affords very
insufficient security. It is believed that both these ends can be
accomplished, and with a view to this result the corporation
respectfully submit the following proposition
First. That the. Commonwealth shall issue its scrip for $6,000,000, payable January 1, 1905, with interest sernL-annually at the rate
of five per cent per annum, and shall cause the same to be sold by
an agent of its own selection, and the proceeds thereof applied by
such agent, first, to the purchase or discharge of all the indebtedness of the corporation or to which any of its property is subject;
and, second, to the completion of the road, to the Hudson River
and equipping the same for use.
Second. That in consideration thereof the New York
New
England Railroad Company shall enter into an obligation to pay
to the treasurer of the Commonwealth the principal of said scrip
when the same shall mature, and the interest thereon as the same
becomes due, and shall further pay to said treasurer, in equal
semi-annual payments, on the first days of January and July in
each year, until the Ist of January, 1900, the sum of $lBO,OOO per
annum. And as security for the fulfilment of such obligation shall
deposit with such treasurer bonds to be issued under its authorized
mortgage to the amount of $9,000,000 and upon the fulfilment of
these stipulations by the New York New England Railroad Company the amount of stock now held by the State shall become the
property of the company.
The effect of this scheme would be that the Commonwealth
would risk the payment of $300,000 per annum, and would receive
in return an obligation to pay $480,000 per annum, secured by a
first lien on all the property of the corporation.
T
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The effect to the corporation would be that it would receive a
sum sufficient to complete its road and free it from debt for an
annual interest charge of $480,000, which is only twenty-four per
cent of its present gross earnings. That these earnings will be
largely increased by the completion of the road to the Hudson
River, and its consolidation under one management, can hardly be
doubted.

Very respectfulh", 3 onr obedient servant,
-

Wji.
,

P. Hart,

President New York &N. Eng, li.li. Co.

Several hearings were had with the directors of the company and, after full consideration, we came unanimously to
the conclusion that the proposition is one we could not
recommend to the Legislature.
Another proposition considered by the Committee was this,
viz.; That the State should loan to the company its live per
cent gold scrip for $4,000,000, and should receive from the
company as security $5,500,000 of its seven per cent $lO,000,000 bottom bonds. The conditions of the loan being,
Ist. That the bonds pledged to the State should have a first
lien on the income of the present road to secure payment of
interest to the State; and 2d, That from the proceeds the
company should pay,
Ist. The bonds of the H., P. & F. R. R., and dims obtain
full possession of that road.
2d. All underlying liens.
3d. The seven per cent bottom bonds already issued by
the N. Y. & N. E. R. R. Company.
4th. The floating debts of the N. Y. & R. E. R. R. and of
the H., P. & F. R. R.
In case said proposition should be found acceptable, and
the arrangement be made, the result and advantage to the
State, it is claimed, would be as follows
The State can dispose of its five per cent bonds at a premium to provide funds for such loan, and would receive
seven per cent interest on the par value of the N. Y. & N. E.
R. R. bonds pledged as security.
That is to say: on a loan of $4,000,000, the State would
pay an annual gold interest of $200,000, and would receive
in currency seven per cent on $5,500,000 N. Y. & N. E. bonds
;
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pledged, or $385,000, which would yield about $185,000 currency, to be applied in payment of the $lBO,OOO gold of annual
interest on scrip loaned to the 8., H. & E. R. R.
The managers of the road claim, with great confidence,
that such an obligation on its part could and would be met.
It was also proposed that the State should join a syndicate
to take all the ten million mortgage bonds as security, and
advance the money necessary to pay all liens and outstanding
indebtedness, to secure control of all the property under one
management, and put the entire line in good running order;
the amount to be advanced, and the percentage the State
should contribute, to be a matter of negotiation and future
action; the Governor to be requested to confer with other
parties interested in the enterprise in relation thereto.
The Committee has considered all questions bearing on
these propositions; the condition of the road and its equipment its position and prospects as a competing line if completed to the Hudson or to Brewster’s Station, and also its
value as a line for local business, so far as now completed,
with the whole property in possession of, and under one management, fully equipped; and its debts consolidated in one
loan at seven per cent.
The great uncertainty now hanging over all railroad investments the general and very strong opinion entertained
that the State ought not to be committed, at present at
least, to any further railroad enterprise; the fact that only
$5,695,000 of the $20,000,000 of Berdell bonds have been
converted into stock of the company, of which $3,600,000
belong to the State, coupled with the fact that the balance of
bonds held in other States, largely in the interest of corporations, may at any time be changed into stock, and so absolutely control the management of the N. Y. &N. E.; these
considerations, with others of the same general nature, lead
a majority of the Committee to the conclusion that it will
not be wise for the State, in an effort to recover the loss
already made in its liability for interest on the original loan,
to commit itself to further liabilities by additional loans.
In reaching the conclusion that the State cannot safely
agree to the second proposition, the majority of the Committee have been governed by the following considerations:
;

;
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The first objects of the proposition were,
Ist. To enable the N. Y. & N. E. Company to obtain
possession of the H., P. & F. R. R.
2d. To pay the debts of both companies.
The R. Y. & N. E. R. R. Co. has the right to take the H.,
P. & F. R. R., upon paying the amount of its bonds and
debts.
At the time the H., P. & F. Railroad passed into the hands
of the trustees, the debt against the property was as fol—

lows

:

Bonds held by the city of Hartford,
Unpaid coupons previous to 1858,
Bonds held by the city of Providence,
Unpaid coupons previous to 1858,
Bonds held by other parties,
Coupons on same unpaid,
.

.

.

.

§500,000 00

.

.

.

.

35,000
500,000
45,000
1,055,500

.

.
.

.

.

.

.

.

00
00
132,012 50

.

.

.

.

00
00

.

$2,267,512 50

Total,

At the present time the debt is as follows:
Bonds held by the city of Hartford,
Unpaid coupons previous to 1858,

Less amount sinking fund,

.

.

.

$500,000 00
35,000 00

.

.

.

$535,000 00
206,308 33

.....

$329,691 67

Bonds held by city of Providence,
Bonds held by other parties,
Coupons unpaid,
Interest on same,
Bills pa3‘able,

.

.

.

....

......

......

353,000 00
1,055,500 00
132,012 50
120,000 00
290,935 83

.......

Total,

$2,281,140 00

Of the coupons unpaid, the N. Y. & N. E. R. R. Co. holds
about $75,000; which, with the interest, would amount to
(say) $145,000, and would leave the net debt to be paid by
the N. Y. & N. E. R. R. Co., in case it came into possession
of the property, $2,136,140.

9
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In investigating the 11., P. & F. R. R., the Committee are
very much indebted to Mr. Goodspeed, the accountant of
our railroad commissioners.
In addition to this, it is understood that the trustees,(with the exception of the chairman, resident in Hartford,
who has received a salary), claim that they are entitled to
payment for services —to what amount the Committee have
been unable to ascertain.
The purposes to which the $4,000,000 loan, if granted,
must first be applied, would be as follows
:

$2,136,140 00
P. &F. bonds and floating debt,
2d. Underlying bonds of several roads merged in
the 8., H. E. R. R., amounting, with accrued
800,000 00
interest, to about
376,000 00
3d.
Bonds issued by the N. Y. &N.E. R. R.,
704,550 00
4th.
Floating debt of the N. Y. &N.E. R. R.,
Ist. H.,

.

.

&

......

.

$4,016,690 00

Total,

It thus appears that the whole amount of the loan would
be absorbed in preliminary payments, leaving nothing for
any improvements on the road, and nothing for the purchase
of land for terminal facilities in Boston or for the erection of
buildings thereon. For the use of land occupied here the
company now pays an annual rent of about $55,000.
The questions before the Committee were two:
Ist. Whether a loan of $4,000,000 would be secure upon
a pledge of $5,500,000 of the $10,000,000 bonds.
2d. Whether the payment of the interest on the same
could be counted on.
The fundamental question is this: What is, or what can
be expected to be, the earning capacity of the N. Y. & N. E.
E. R., after it shall have obtained possession of the H., P. &
F. R. R. ?
In estimating the earning capacity of the road in the
future, we can find no better guide than its earnings in the
past. In the report of the N. Y. &N.E. R. R. for the year
ending Sept. 80, 1877, the net earnings appear to have been,
excluding interest paid, $184,383.
The income above operating expenses for the year end—-

”

“
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ing Sept. 30, 1876, of the H., P. & F. R. R. is stated to have
been $166,594.
It thus appears that the net income of both roads was

.$350,977.

The annual payments would be as follows
Interest on $5,500,000 bonds pledged to State,
Rent of land at Boston, about

:

.

....

Total annual payments,
Income as above,

Deficiency,

$385,000 00

55,000

00

$440,000 00

350,977 00

$89,023 00

While, therefore, it would seem that the interest on the
$4,000,000 would be reasonably secure, we find no grounds

for confidence that the interest on the old debt could be paid
out of earnings for many years to come.
The following, table of the trunk roads entering Boston
gives the gross earnings, debt per mile, and expenses of management.

New York*
.
.
XT
England.
New

Miles Road Operated,

.

.

Gross Earnings, 1876,

Indebtedness,
“
“

“

.

.

Vice-President,

General Manager,
Superintendent,

“

.

32 L

1,000,482 00
1,880,550 00*

.

....

Salary, President,

.

$148,932 22 $2,319,764 40

Net Earnings

.

.
.

.
.

$9,000 00
6,300 00
7,200 00
4,950 00

-

7,500 00
4,000 00

.

.

7,104,758 00
8,870,509 00

$5,000 00

.

“

-

“

“

“
“

“

“

“

“

“

“

Ast. Superintend’!, w.
Gen’l Freight Agent,

“
“

“

“

2,000 00
1,300 00

.

Gen’l Passenger Agent,.
Treasurer,

Chief Clerk,
“

“

“

.
.

w. d.

“

.

Road-Master,

.

Chief Engineer,
“

,

.

.
.

.

.

.

.

™

Master-Mechanic,

.

.

.

“

d.,

.

’

.
.
.
.

w. d.,
Paymaster and Cashier, .
.
PurchasingAgent, .
“

Auditor,

“

.

" .

.

.

3,600 00
3,600 00

1,800 00
2,000 00
3,000 00
1,000 00
1,200 00
1,200 00
1,500 00
-

1,800

1,200
1,800

2,400

1,800

2,700 00
3,600 00
2,700 00

.
.
.

.

.
.

||

85

$245,377 15

1,169,114 00
2,657,447 00

202

$759,453 OS

Old Colony.

269

$842,518 36

Fitchburg.

189

$321,811 90

Boston*

Eastern.

Providence.

282

$683,694 06

2,379,619 00
3,578,242 00

2,319,045 00
6,320,937 00

1,859,455 00
1,652,245 00

2,470,971 02
15,255,223 60

$5,500 00

$6,750 00

$B,OOO 00

$7,500 00

-

-

$9,000 00
5,000 00

-

-

-

_

-

-

-

-
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$4lB 309 43

1,467’759
’

00

$6 000 00
_

5,000 00

-

4,500 00

-

-

-

2,250 00

2,700- 00

1,800 00
3,000 00
1,620 00

3,600 00
-

3,150 00
1,350 00
3,150 00
2,250 00

3,500 00
2,700 00
2,500 00
2,000 00
1.300 00
4,000 00
2,400 00

2,500 00

4 500 00

00
00
00
00

3 240 00
2 160 00
s’ooo 00

.

2,500
1,800
4,000
1,700

’

-

HOUSE

—No.

_______

_______

00
1 000 00
1,620 00
1,350 00
1,600 00
1,500 00
00
4,600 00
2,200 00
00
00
00
' 2,000 00
2,500 00
2,500 00
1,800 00
2,700 00
2 520 00
00
00
00
2,160 00
1,200 00
1,530 00
1,500 00
1,300 00
00------00

2,250
3,000
3,150
3,150
2,160

-

-----

-

2.

-

-

_

-

-

$38,300 00
Indebtedness per mile,
Gross earnings per mile,
Net earnings per mile,

Boston*
.
Maine.

Lowell.

...

139

.

Boston*

Boston*
Albany.

$13,728 00
7,300 00
1,071 00

$62,220 00

$27,970 00

$21,750 00

$29,700 00

$33,700 00

$25,300 00

$22,020 00

$27,632 00

$31,264 00
13,754 00
2,879 00

$17,890 00
11,700 00
3,755 00

$23,500 00
8,620 00
3,126 00

$8,742 00
9,830 00
1,701 00

$129,284 34
8,763 36
1,721 54

$24,134 76

22,133 00
7,215 00

*

•

Including underlying liens amounting to some $BOO,OOO.

22,238 00
6,286 00
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Any estimate of the future earning capacity of a railroad
would be affected by the question whether the expenditures
for repairs would be the same as, or greater or less for a few
years to come than, they have been for a few years past. In
the case of the H., P. & F. R. R., our examination has led us
to the conclusion that its road and rolling stock are now
fully up to the average of New-England single-track roads,
and that the necessary expenditures for a few years to come
will, unless the traffic shall largely increase (in which event
the income will also increase), be less than they have been
for a few years past. In the case of the N.Y. & N.E. road,
from the best information within our reach, we have the impression that the expenditures for repairs will be quite as
large for a few years to come as in the past.
Another consideration cannot wisely be wholly neglected
in considering the propriety of further State aid to this enterprise and that is found in the fact that so much of the
security on which the loan would be made, lies in, and is subject to, the jurisdiction of the legislatures and courts of three
other States.
To what extent this fact might become of essential importance it is impossible to foresee, but it is nevertheless an
important element.
We have gone through this investigation with an earnest
desire to devise some means of recovering for the State a
portion or the whole of the interest of the loan already made.
We have at every step been more and more impressed with
the .conviction that the true interests of the road lie in an
early separation from all State interference and management,
and in an abandonment of all hope of aid from the State.
Whenever the road is managed solely by its individual owners, by a board of directors who shall make it their first duty
to nurse and .develop its local resources with an economy
and sagacity which can come only from constant and sharp
supervision by private stockholders, it will enter upon the
path to a prosperity which State aid cannot give, and will
inevitably impede.
Upon a review of the whole case, the Committee are not
prepared to make any recommendation, which in their judgment can lead to any present improvement in the investment
by the State in this road.
;
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We recommend that the loan of $250,000 be collected, and
that the entire interest of the State in this property be placed
in the hands of the Governor and Council, with full powers
to sell and dispose of the same in any manner, to other stock
or bond holders, or any other parties, in order that the State
may, as soon as practicable, be withdrawn from all connection
with work so foreign to the legitimate purposes of govern-

ment.

Respectfully submitted.
F. M. STONE,
TILLY HAYNES,
F. W. BIRD.

The undersigned dissents,
E. F. STONE.
Jan. 1, 1878.

The undersigned agrees with the majority of the Committee, in the main, but is of opinion that the proposition
which contemplates a united effort of the State and other
parties interested, to put the entire property in a sound and
manageable condition, is worthy of greater consideration,
and that some plan of that nature is practicable and safe,
and more likely to benefit the Commonwealth than the
heroic method of treatment recommended by the majority.
Assuming that the sinking fund referred to in the report
will be sufficient to meet the payment of the principal of
the obligation incurred by the State in aid of this enterprise,
yet the State has paid and must pay, in all, in the shape of
interest on that principal, about $5,500,000 in actual cash,
and for that sum has no security whatever, except its stock
in the N.Y. &N. E. R.R. If the State is ready to abandon
all hope of giving value to that stock, or of recovering or
securing any part of that sum, except the trifling amount
which may be received from an immediate sale of its shares,
then the Resolve recommended by the majority may as well

be passed.
LEVI

C. WADE.

