
HOUSE No. 333.

House of Representatives, April 29, 1878.

The Committee on Finance, to whom was referred the Bill
to secure the interests of the Commonwealth in the New-York
and New-England Railroad, report:

The committee have carefully considered the various questions
involved in the proposed legislation; they have examined the
reports, favorable and adverse, from the Railroad Committee,
accompanying the bill, together with other official documents on
the subject; and they have given several public hearings to parties
who desired to be heard, or whom it was desirable to hear, in rela-
tion thereto.

The bill reported and recommended by a majority of the Rail-
road Committee contemplates a loan of its credit bj* the Common-
wealth to the New-York and New-England Railroad Company, to
the amount of $6,000,000, the proceeds of which are to be appro-
priated— under the direction of a board of supervisors, to be
appointed by the Governor and Council —to the payment of the
present indebtedness of the company, to the completion of the line
between Waterbury and the Hudson River, and to the lifting of the
mortgage upon the Providence, Hartford, and Fishkill Railroad,
with a view to the acquisition and use of that road by the cornpan}’.
It is proposed that the company shall pay the interest, at the rate
of five per cent per annum semi-annually, upon this loan, together
with the interest, at the rate of five per cent per annum, hereafter
falling due upon scrip issued several years ago by the Common-
wealth to the Boston, Hartford, and Erie Railroad Company; the
whole of the interest, and the principal of the new loan, to be
secured by the mortgage-bonds of the company, covering its entire
property, present and prospective, to the amount of $10,000,000.
To an examination of this plan in its relations to the finances of
the Commonwealth the committee have endeavored to address
themselves.

Common aicaltl) of iflasoacljusetts.
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The amount of scrip issued, under the Acts of 1867 and 1869, to
the Boston, Hartford, and Erie Railroad Company, was about
§3,600,000. For the protection of the State in connection with
this loan, a sinking-fund was established at the time, which will
undoubted!}' be adequate for the payment ot the principal at its
maturity in the year 1900 ; but in consequence of the bankruptcy
of the Boston, Hartford, and Erie Railroad Company, the interest
which has been falling due semi-annually has had to be paid
through the treasury of the State by taxation from the people, and
it must continue to be so paid for more than twenty years to come,

unless. some arrangement can be made by which this charge for
interest shall be assumed by the New-York and New-England Rail-
road Company, which has succeeded to the franchises of the
former corporation. At the present time the cost of this pay-

ment for interest, to the tax-payers of the Commonwealth, is a

little more than $lBO,OOO per annum. It is claimed for the plan
comprehended in the bill now under consideration, that the New-
York and New-England Railroad Company, on the grant of the
loan asked for, will be placed in a position in which it will be able
and willing to relieve the State from this burden, and that the net

annual earnings from its entire and completed line of road will be

sufficient to meet all the interest, old and new, for which it is
ready to make itself liable. The problem to be solved, therefore,
is, whether, by the proposed transaction, the Commonwealth would
receive such undoubted and ample security for the interest indebt-
edness already incurred, as well as for the new obligation, from the
New-York and New-England Railroad Company, as would justifyit

in making a further advance of its credit to the amount of $6,000,-
000. Perhaps there is a prior and underlying question which

ought to be determined before the solution ot this problem is

attempted ; namely, Has not the time come for the Commonwealth
to decide whether or not it will allow itself to be drawn into far-

ther financial complications in the work of railroad construction,

in connection either with lines partially completed or not yet
begun, even when there may be a prospect of its thereby making
(rood some of its past losses and liabilities?
°

The total funded indebtedness of the Commonwealth on the Ist

of January, 1878, was §33,220,464. Of this amount, $17,738,996,

or more than fifty-three per cent, consisted of liabilities contracted
for railroad construction, as follows:

Troy and Greenfield Railroad 00
Boston, Hartford, and Erie Railioad ’ ’

§17,738,996 00
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The interest paid on these loans in the year 1877 was as fol-
lows :

Troy and Greenfield Railroad $691,406 84
Boston, Hartford, and Erie Railroad 180,883 13

$872,289 97
The interest on these loans for the year 1878 will be equal to

eighty-seven per cent on the State tax, or seven-eighths of the'
whole amount. These figures do not include interest on past
payments. But for these loans and the interest constantly accruing!
upon them, there ivould be no State tax this year.

In the earliest period of the development of the transportation,
facilities of the United States by canal and railroad, it seemed,
necessary for the Commonwealth of Massachusetts to assist its,
citizens in the construction of public works of this kindl, espe-
cially after the action of the great States of New York and Penn-
sylvania in the same direction. It was a public and: pressing
necessity that prompt, direct, and easy communication should be
opened between Boston and the Hudson River, the Erie-Canal, and,
so with the new States and Territories of the West. Aid was
therefore freely accorded to what is now the Boston and Albany
Railroad Company ; and the result has, in a financial view, justified
what was then done. A precedent was established, however, by
this action, from the force and effect of which, down to the present
hour, the State has been unable to free itself. Almost year by
3 ear appeals have been made, alwa3 - s in the supposed interest of'
transportation and domestic and foreign commerce ; but sometimes,
with the added claim that the people living on the line of a given
route, were entitled to equal consideration and assistance with
those living on routes which had already been aided from the public
treasury ; and, also, with the effective argument, not now presented
to the legislature for the first time, that additional loans of the
public credit were absolutely necessary in order to protect theState in its previous advances, and to insure the accomplishment
of its objects and aims in making them.

How gradually, it might almost be said how imperceptibly, theState has been led on, having once committed itself, to subsequentoutlays of which it never dreamed, and which no man would havedared to advocate at the outset, and to what extent it has thusbecome involved, may be seen from the following statement, show-
ing the course of legislation in connection with the Troy andGreenfield Railroad:
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Acts 1854, chapter 226 $554,180 00
Acts 1860, chapter 202 416,500 00
Acts 1803, chapter 214 750,000 00
Acts 1868, chapter 51 $2,952,400 00
Acts 1868, chapter 333 5,598,912 00

8,551,312 00
Acts 1871, chapter 355 200,000 00
Acts 1873, chapter 346 .. V 200,000 00
Acts 1874, chapter 365 $300,000 00
Acts 1874, chapter 402 1,497,980 00

1,797,980 00
Acts 1875, chapter 220 1,300,00000
Acts 1877, chapter 249 370.000 00

£14,139,972 00

From these figures, and from other facts which might be ad-
duced, it is quite apparent, that, when the treasury of the Com-
monwealth has once been made available for the purposes of
railroad construction on a particular line, it is almost absolute!}"
impossible afterwards to put a stop to the drain. For this reason,
and in view of considerations, stated with much distinctness and
cogency, in the adverse report of the Railroad Committee of the
present year, upon the petition of the Boston and Poughkeepsie
Railroad Company for a loan of the credit of the State (House
Doc. 138, pp. 4,5), the Finance Committee heartily approve of
the doctrine laid down by that able committee, “ that the time has
arrived when new railroad projects should stand upon their own
merits, and not lean on the State for support; and that the State
should refuse aid in all such cases, whatever may be the outlook for
financial success.”

It is true, that, in the proposition just quoted from the Railroad
Committee, a discrimination was intended by those gentlemen be-
tween “ new railroad projects ” and others that may well be called
“ old.” The Finance Committee regard every new application
for a loan sought for purposes of railroad extension, as, in effect,
a new railroad project, to be judged solely upon its own merits,
and in view of the conditions by which it is surrounded. But,
apart from this, all the arguments presented in the report referred
to, in opposition to aid to new enterprises, in the judgment of the
undersigned, apply with equal force to enterprises partially devel-
oped, with which the finances of the State have already become
involved. In reference to these, no less than to the others, it
would seem to be true, in the language of the Railroad Com-
mittee,
“If a railroad cannot be built to-day without aid from State,

city, or town, it is, as a rule, sufficient evidence that it should not
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be built at all. The State has no money but what it raises by
taxation from the people ; and, with the present railroad service of
the State, there would seem to be no reason why all the tax-payers
of the State should be compelled to subscribe towards building a
railroad, to which, in their private capacity as citizens, they de-
cline to contribute.”

The bill now under consideration has been submitted to the
legislature, on the ingenious, specious, one might almost say, the
dangerous plea, that, if enacted, it will protect the interests
of the Commonwealth in connection with some of the obligations
already incurred by it. The title of the bill is not “An Act to
relieve the Necessities of the New-York and New-England Rail-
road Company, and to give Additional Value to its Securities,”
but “An Act to secure the Interests of the Commonwealth in the
New-York and New-England Railroad.” It may well be believed
that the majority of the Railroad Committee who reported it, and
the honorable members who will support it on the floor of the
House, are fully satisfied in their own minds that it will accom-
plish what its title proposes, and that they have no other purpose
in view than that which this title sets forth. But it is not to be
supposed that the directors of the company, in asking for this
legislation, are looking solely and supremely to the interests of
the Commonwealth; and certainly they would be wrong in doing
so. As trustees and representatives of all the owners of the
property, they- would be wanting in the discharge of their duty, if
they consulted first and chiefly- the welfare of the Commonwealth
in the premises, which is owner of less than one-fifth of the whole.
The Commonwealth is, indeed, the largest owner; but that circum-
stance gives it no rights whatever over any number of owners
whose united shares are equal in amount to its own. Nor, as
an owner, is it certain that its position or its interest is identical
with the position or the interest of private owners. In fact, dur-
ing the hearing which has been in progress lately on this subject,
the Commonwealth has been reminded almost as much of its
duties as of its rights. It has been said, in behalf of the
Railroad Company, to the legislature, “If you mean to help us,
say so ; and, if you don’t mean to help us, sell your property, and
get out of the way, and let us find somebody else who will help
us” (House Doc. 27G, p. 59). Imagine the directors of the
company talking in this tone to Mr. W. H. Vanderbilt, Mr. Le
Grand Cannon, or any other New York millionnaire who is a large
owner in the Berdell bonds, or in the stock into which they are
convertible. Does not this style of remark indicate the view
which is taken of the Commonwealth by the company and its
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friends ? and does it promise well for the public interest, whenever
this and the interest of the company shall, or shall seem to, con-
flict? The State was over-persuaded into lending its credit for
several millions, by the predecessors of the gentlemen at present
controlling the property, a few years ago, and has lost heavily in
consequence. Now it is lectured by these gentlemen as to what
it ought further to do; and, if it hesitates to go still deeper
into the complication, it is told that, the company having no more
occasion to use it, it had better sell its stock, no matter at what
sacrifice, and go about its business. Does not this illustrate the
disadvantage at which the Commonwealth is and wall be placed,
as compared with private individuals, in any joint ownership in
which it is or may become a party with them?

Of course, if the State is to be required to make new advances
to the New-York and New-England Railroad Company for the
protection of the large sum already at risk in the company, it
must and should be shown that the security which it is to receive
for and in consideration of the new advances is ample and un-
questionable beyond peradventure. The Finance Committee will
endeavor to showg later in this report, that the security offered by
the company is not thus good beyond all doubt. But, even if it
were otherwise, they would still and most emphatically recom-
mend the rejection of the bill now before them by the legislature.
They are satisfied, that, from the nature of the case,' the Common-
wealth must be expected to be the losing party in any business
transactions in which it engages with private citizens ; that its im-
personality, its supposed almost boundless wealth, and its com-
parative defencelessness in attack, must always, in the long-run,
work against it as compared with those who have individual profit
to secure by individual energy and persistency ; that it will be
used so long as it can be of any use ; and that afterwards it will
receive no more consideration than the condition of affairs at
the time will imperatively require. The Finance Committee are
prepared to adopt the language of the minority of the Railroad
Committee, when they say (House Doc. 276, p. 28), “If it can
be actually demonstrated that the State can, by granting this
loan, secure and make the previous investment valuable, then, and
not till then, can any reason be found to justify the proposed loan.
And even then there are good arguments against the proposition;
for we hold it is no part of the legitimate duties of the State to

own or operate railroads, and that the injury to any State in

euwasino' in such work is not wholly to be computed in money. It
breaks down barriers, it establishes bad precedents, and it senes
to demoralize, and discourages private capitalists in legitimate
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enterprises. . . . We believe it should be the policy of the State, so
far as practicable, to sever its connection with all railroad enter-
prises, and in no event to assume new burdens in that direction.”

In any view of the subject, the transaction into which it is pro-
posed that the State shall enter is purely a speculative one. The
majority of the Railroad Committee insist over and over again,
that but for the obligation to pay interest until 1900 on the Bos-
ton, Hartford, and Erie Railroad loan, they would not give their
consent to any further grants of the public credit on this line, and
that under no circumstances would they give aid to any new line of
road. The chairman of the committee saj's, “ The bill of the com-
mittee has for its sole purpose and object the relief of the tax-pay-
ers of the State from further payments oil account of the last-named
railroad.” The ease, then, is simply this : the State has made a
bad debt of four or five million dollars ; its credit is good ; it can
borrow any sum it may desire, upon its promises to pay in the
future, and af low rates of interest. Let it put at risk twelve or
thirteen millions more (six millions being the amount of the prin-
cipal, and six or seven millions the amount of the interest until
maturity), and it will then be in a position to make good its previ-
ous loss. The Finance Committee do not believe that any such
speculative purpose is a legitimate one, or that the State has a
right thus to turn to account its allility to negotiate loans on favor-
able terms. It could borrow money at five per cent, and lend it
on undoubted security at seven per cent, to any extent; and in
this way it might not only provide for its past losses, but also meet
its current expenses, and so avoid taxation altogether. But, if it
did so, how long would it maintain its present enviable position in
the money-markets of the world? Any such polic}', honestly en-
tered upon at first, to provide for a present necessity, would inevi-
tabh- lead to abuse in the future, and perhaps to disaster and dis-
honor to the finances of the State.

It might be urged here, that if all that is claimed for and in be-
half of the New-York and New-England Railroad, and its earning
capacity, present and prospective, be true, it will not be long
before the State will begin to receive some returns upon its pres-
ent investment, and therefore that the actual inducements for
it to enter upon the proposed speculative operation are much less
than they are made to appear to be. But the Finance Committee
do not press this point.

Apart, however, from these considerations of public policy, the
Finance Committee are opposed to the loan of six millions now
asked for, for other reasons, which they will endeavor to explain.

It will be proper, in the first place, to inquire precisely how much



8 NEW-YORK AND NEW-ENGLAND R.R. [Apr,

the Commonwealth has paid or has agreed to pajT
, to this time, for

the New-York and New-England Railroad Company, and how
much it will have at risk if the proposed bill shall become a law.
Independently of the question of the security, a careful business-
man always wishes to know, in transactions of this kind, the
precise limitations of his liability, should the worst come to the
worst.

The loan made in 1867 and 1869 to the Boston,
Hartford, and Erie Railroad, was, as has been
said, about .......83,600,000 00

The interest on this loan paid thus far, with ex-

change and commissions, amounts to about . 1,400,000 00
The interest which will mature from 1878 to 1900,

not including exchange and commissions, about 4,140,000 00

$9,140,000 00
The interest upon the interest from 1878 to 1900,

computed after the method of the representa-
tives of the New-York and New-England Rail-
road Company, about ..... 5,247,000 00

Total $14,387,000 00

Against this, the Commonwealth has a sinking-fund, already
mentioned, now amounting to $1,027,879, which may be expected
to accumulate sufficiently for the payment of the principal of the
loan in 1900.

The right thus to compute interest upon the interest the Finance

Committee do not admit; but, as the company has adopted this
method of computation in the presentation of its case, the com-
mittee, for the moment, will adopt it also.

There is no proposition before the legislature for re-imbursing
to the State the interest which has been accruing from 1867 to the
present time, amounting, without compounding the interest, to
nearly a million and a half of dollars. This large sum has gone
beyond the possibility of recovery. It is only the interest accruing
from this time forward, for which the present corporation proposes
to make itself liable.

The State is now asked to come under new obligations in behalf
of the New-York and New-England Railroad Company as fol-
lows :
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Amount of proposed loan..... $6,000,000 00
Interest at 5% per annum, from 1878 to 1900 6,600,000 00

$12,600,000 00
Interest upon tlie interest, to the year 1900, com-

puted after the method of the New-York and
New-England Railroad Company $7,400,000 00

$20,000,000 00

Omitting the computation of the interest at compound, for
reasons given in a footnote, 1 the apparent total responsibility of

1 Computations based on geometrical progression should always be made
with the greatest caution, whether in connection with mechanical industry or
with money. A high authority in political economy has said that the produce
of a single acre of wheat sown over and over for fourteen years would cover
the whole land-surface of the globe, after which compounding would have to
cease of necessity. The assumption that geometrical progression can long be
maintained leads to the greatest absurdities. Thus it has been seriously com-
puted, by some statisticians, that the population of the United States will
reach four hundred and fifty millions in the year 1950; and a recent writer has
estimated, that, at or near the close of the present century, the railroads of the
United States will have increased to two million miles in aggregate length, or
one linear mile of track to every square mile and a half of territory. The
sources from which this vast railway service is to receive its fuel and its pas-
senger and freight traffic have not been shown.

Similarly fallacious statements are sometimes made with regard to interest
upon money. To the Finance Committee, there seems to be a fallacy in the
statement, that, in 1900, the interest upon the interest on the Boston, Hartford,
and Erie Railroad loan will amount to more than five million dollaVs. The ac-
cruing annual interest of about one hundred and eighty thousanddollars will
have been paid by the people of the State by taxation. It will have been an
annual loss, a part of the general waste continually going on, and that will
have been the end of it. One might show by figures how rapidly the wealth
of the community would increase, were there no taxation, or no outlay what-
ever for any of the expenses of maintaining life, the home, and society; but
of what practical worth would such figures be ? A man might estimate the
interest, at compound rates, upon had debts made by him in years past, and
show what he might have been worth, had these old losses not been incurred
hy him; hut such estimates would amountto nothing, and would yield nothing.
By compounding the interest upon their cost, all our public works may be
shown to have been enormously expensive to the tax-payers. In this way
it can be made to appear that the cost of the Troy and Greenfield Railroad
in the year 1900 will be about thirty-one million dollars; and that fifteen
years later, reckoning the interest at five per cent per annum, it will be twice
that sum,-sixty-two millions; and so on indefinitely. The New-York and
New-Engiand Railroad Company claims to show, in a table prepared and
submitted by it, that, if the interest now paid by the State on the old loans of
1807 and 1809 is not stopped, the aggregate cost to the tax-payers in 1900 will
have been more than seven million dollars, Why do these gentlemen stop
arbitrarily at the year 1900 ? Why do they not insist, that, in the year 1915, it
will have been fourteen millions, in the year 1930 twenty-eight millions, and
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the State in connection with the New-York and New-England
Railroad Company, should the bill now before the Finance Com-
mittee become a law, would be as follows :

Old loans and interest $9,140,000 00
New loans and interest 12,600,000 00

$21,740,000 00
Allowing for the sinking-fund, the corrected or real amount of

the State’s responsibility, past and future, will be:
Interest paid from 1867 to 1878

. . .
$1,400,000 00

Interest payable from 1878 to 1900 . . . 4,140,000 00
New loan of 1878 6,000,000 00
Interest payable from 1878 to 1900 .

. . 6,600,000 00

$18,140,000 00

As an offset to and a security for these enormous obligations,
the New-York and New-England Railroad Company proposes to
give the State a mortgage upon its property for $10,000,000.
Before considering the present character and value of this securi-
ty, it may be well to recall the history of the legislation of the
Commonwealth in reference both to the Troy and Greenfield Rail-
road Company, and to the Boston, Hartford, and Erie Railroad.

We are told that the present bill is hedged in with such securi-
ties, that this loan will accomplish its purpose, to put the railroad
upon its feet; and that it never will need or ask any more. The
history of past similar loans should suggest caution in this respect.
In 1848 certain petitioners came to the legislature, and asked for
authority to make a tunnel through Hoosac Mountain, professing
their full to complete the work, and asking only to be
allowed “to build their own road with their own monej'.”
Against the report of its committee, the legislature gave them
the charter. Afterwards thejT obtained loans, amounting in the
aggregate to two millions of dollars; this the legislature and
the people were assured would surely complete the tunnel. In
1861, through the failure of the company to comply with the
conditions of the loan, GovernorAndrew refused to issue additional
scrip ; and the work was stopped. In 1862 the legislature ap-

in tlie year 1945 fifty-six millions? But let them, at least, be consistent in
their calculations, and remind the legislature, that, hy the same methods of

computation, the new liabilities to which they are inviting the State will
amount in 1945 to one hundred and sixty millions. The absurdity is no
greater in the one instance than in the other.
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pointed a commission to investigate the road. This commission,
appointed by Governor Andrew, consisted of JohnW. Brooks, Alex-
ander Holmes, and S. M. Felton. The}’ made an elaborate report
to the legislature of 1863, and proved that the tunnel and road
could be completed, and ready for traffic, for the sum of $4,287,-
883, including interest to the time of completion ; without interest,
$3,765,789.

The legislature of that year assumed the construction of the
tunnel as a State work, and placed it in the hands of the same
commission. They and their successors went on until they had
expended considerably more than their original estimates, when
the legislature and the public, becoming dissatisfied with the slow
progress of the work, and with the almost hopeless prospect of its
completion, authorized the Governor to make a contract for its
construction. A contract was accordingly made by Governor Bul-
lock, providing for the completion of the work for five millions of
dollars ($5,000,000). Now we saw the end. Years passed on.
Considerably more than five millions ($5,000,000) was paid to the
contractors; and the cost of the work, uncompleted still, has
been, to the State, some fifteen millions ($15,000,000) or eighteen
millions ($18,000,000) of dollars.

Take another illustration in the history of the Hartford and Erie
Railroad. In 1867 this corporation came to the legislature with
a petition for a State loan of three millions of dollars ($3,000,000).
Every assurance that could be given was given, that that sum
would complete the road to the Hudson River. The loan was
granted, with conditions and restrictions, which, if they had been
observed, would at least have prevented the payment of the full
amount until the road was completed. A commission, consisting
of Ex-Governor Emory Washburn, Ex-Chief Justice George Tyler
Bigelow, and Civil Engineer Samuel Ashburner, was appointed
to supervise the work, and to see that the conditions of the loan
were observed. This commission, composed of these eminent
men, faithfully attended to their duty. Among the conditions of
the loan act was this: that whenever the company had expended
two hundred thousand dollars ($200,000) in the construction of
the road, or in materials therefor, the State should deliver to them
one hundred thousand dollars ($100,000) of its scrip, thus securing
the payment, by them, of an equal amount with the State ; and
also the condition, that, for every hundred thousand dollars
($100,000) of scrip delivered to them, one hundred and thirty-
three thousand dollars ($133,000) of Berdell bonds should be
deposited with the State treasurer, thus securing the pledge of four
millions ($4,000,000) of Berdell bonds for the three millions
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(S3,000,000) of scrip. Adhering strictly to the conditions of the
Act, the Commissioners authorized the issue of only one hundred
and sixty thousand pounds (£100,000), or $774,400 of scrip up
to the Ist of April, 1860.

In that year the company petitioned for additional State aid;
and in an evil hour an Act granting two millions ($2,000,000)
more that is, five millions ($5,000,000) in all was passed;
and the requirement of the Act of 1867, that the companj' should
spend two hundred thousand dollars ($200,000) before receiving
one hundred thousand dollars ($100,000) of scrip, was changed,
so that, whenever they had expended one hundred thousand dollars
($100,000), they should receive one hundred thousand dollars
($100,000) of scrip; that is, practically, that the State should
complete the road, and that they should not be required to spend
another dollar of their own money. Another concession in favor
of the company was this: it was released from the obligation im-
posed by the Act of 1867 to deposit with the treasurer a hun-
dred and thirty-three thousand dollars of Berdell bonds for every
hundred thousand dollars of State scrip issued. Not only were
they released from this in the future, but, in some mysterious way
never yet explained, the excess of Berdell bonds deposited above
the amount of scrip issued, disappeared ; and the State holds only
an equal amount of Berdell bonds for the scrip issued under the
Act of 1867. But the worst change of all was the abolishing of
the supervising commission, and referring the whole matter of
issuing scrip to the Governor and Council. At once the scrip
poured out like water. Between July 27 of that year and Jan.
6, 1870, scrip to the amount of £583,600, or $2,824,624. was
issued ; and then the company applied for further aid. An Act
to this effect was passed, but fortunately wr as vetoed by Governor
Claflin.

After the loan act of 1869 wr as passed, the following transac-
tions occurred: The directors took five millions ($5,000,000) of

the Berdell bonds to New York, and exchanged them for four

millions ($4,000,000) of Erie Railway bonds. These four millions
were sold in the market at eighty (80) cents on the dollar, netting
tln'ee millions two hundred thousand dollars ($3,200,000). Ot
this sum it was currently reported, and w-as undoubtedly true, that
about four hundred thousand dollars ($400,000) was paid to the
Tweed ring in New- York for certain purposes connected with the
transactions, leaving net, in the hands of the directors, two mil-
lions eight hundred thousand dollars ($2,800,000). Coming to

Boston, they seemed to think they had an inexhaustible fund, and

proceeded to speculate in the market on their own stock, hoping
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to “bull” it np to the point where they could sell the large
amount which they held at a profit. On this gambling opera-
tion they squandered sixteen hundred thousand dollars ($1,600,-
000), leaving twelve hundred thousand dollars ($1,200,000) as
the net proceeds of the sale of five millions ($5,000,000) of
Berclell bonds.

The loss of this large amount, of course, embarrassed them,
and compelled an application for a new loan in 1869. This opera-
tion was concealed from the Commissioners and from the public.
But the Commissioners, not understanding what had become of all
their means, made such close inquiries, that at length the directors
stated that they had loaned two millions ($2,000,000) of their
money to responsible parties, -which would be forthcoming when-
ever it was wanted : whereupon the Commissioners insisted that
either this money should be produced, or security should be given,
satisfactory to the Governor and Council, that the money should
be forthcoming when needed ; and the Attorney-General was in-
structed to draw up a bond securing the payment of this money.
This he did, and the bond was approved by the Governor and
Council. The bond is as follows :

BOND.

Know all men, That we, John S. Eldridge, Henry N. Farwell, Mark
Healey, J. W. Converse, and James S. Whitney, stand holden and firmly
bound and obliged unto the Commonwealth of Massachusetts in the full
and just sum of two millions of dollars, to the payment whereof we hereby
bind ourselves, and our heirs, executors, and administrators, firmly by these
presents. Sealed with our seals, dated this eleventh day of March, A.D.
1869.

The condition of this obligation is such, that whereas the Boston, Hart-
ford, and Erie Railroad Company have now made application to the Com-
monwealth for the delivery of certain scrip, under the Statutes of 1867,
chapter 184, and expect to apply for more hereafter; and said railroad com-
pany have lent upon interest to certain persons certain cash funds to the
amount of two millions of dollars, and may desire to renew or change said
loans in whole or in part; and the said obligors believe and have expressed
the opinion that the whole of said sum is now lent to perfectly responsible
parties, and that the same can and will be collected whenever the same shall
be required for the construction and equipment of said railroad ; and where-
as the Governor and Council wish to be still further assured upon this
point: Now, therefore, if the said railroad company shall collect and
receive the whole of said sura of two millions of dollars from the persons to
whom it is now lent, and also from any and all other persons or parties to
whom the same, or any part thereof, may be lent hereafter, so that the same
shall be actually had in possession by said railroad company, and available
for use in the construction and equipment of said railroad from Boston to
the Hudson River, as the same may be needed, or in default of such col-
lection, and having in possession in actual cash funds of the whole of said
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sum of two millions of dollars before or on the first day of April, A.D. 1870,
if said railroad company shall then refund to the Commonwealth the value
in federal currency of all scrip of the Commonwealth which may be deliv-
ered to the treasurer of said railroad company from the present time to the

first day of April, 1870, such value to be reckoned as of date or dates of such
delivery, with interest thereafter, then this obligation shall be void, but
otherwise in force.

JOHN" S. BCDRIDGE. [L.B.]
HENRY N. FARWELL, [us.]
MARK HEALEY. [us.]
J. W. CONVERSE. [us.]
JAMES S. WHITNEY. [us.J

Witness: Sami.. Hall, Jun.
D. H. Roqkks, to J. S. W.

Soon after, the company failed, and the road passed into the
hands of receivers ; and none of the two millions ($2,000,000)
was ever recovered.

In 1871 an order was introduced into the Senate, instructing
the Judiciary Committee to inquire into the expediency of directing
the attorney-general to commence suit on the bond. The com-
mittee reported a resolve in accordance with the order. But the

sureties and their friends rallied ; the report was recommitted, and
reported back inexpedient to legislate ; and that report was carried
through the Senate ; and nothing has ever been done to collect
the money. 1

We are aware that this seems like a thrice-told tale ; but it should
be told for the purpose of illustrating the absolute inability of any
legislature to bind its successors in regard to limitations, con-
ditions, or restrictions placed upon any grant of State aid to an

enterprise of the magnitude of the Tunnel, or the Hartford and
Erie Railroad.

In seeking to ascertain the actual and present value of the secu-
rity now offered to the State, there are several important considera-
tions which should be taken into the account. In the first place,
large expectations are based on the earning-capacity of the Provi-
dence, Hartford, and Fishkill division of the road. Under the

management of the trustees, who have had charge of this part of the

i Any attempt to enforce payment under this bond was resisted on the

ground that the attempt would be fruitless, that the bond was worthless. ie

bond declares, “ if the said railroad company shall collect and receive t e

whole of said sum of two millions of dollars, &c„ so that the s

he actually had in possession by said railroad company, &c., t ien

obligation shall be void.” That is, if the men who have squandered this

money should collect it from themselves, and should then pay

Commonwealth, then the bond shall be void! Of course, nothing could be

nniipcted under such a bond.
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line for many years past, its general character has been greatly im-
proved ; and the r'oad and rolling-stock are believed to be fully up
to the average of Nevv-England single-track roads. For the accom-
plishment of this result, the net earnings, after the payment of in-
terest on the bonded debt, have been appropriated annually ; and
for the purchase of additional land for terminal accommodations at
Hartford, and other outlays, some floating debt has been incurred.
In consequence of the investment of all the net earnings, over and
above interest, in these improvements, it is impossible to sajy with
any degree of exactitude, just how much this road has really earned
over and above the expenses of operating it and the cost of main-
taining it in good repair. It is safe to assume that it will be able
to pay seven per cent upon two millions of dollars, and perhaps
upon more ; but this has not been made as plain as it - should be
before any such advance, based upon this expectation, as is nov
asked for from the State, is made.

It should be said, also, that there is an element of uncertainty
in reference to the right of the New-York and New-England Rail-
road Companj- to redeem the Providence, Hartford, and Fishkill
Railroad. Suits are pending in the courts of Rhode Island, the
nature of which are explained in a legal opinion prepared by the
Hon. WilliamWirt Warren (acting for the Attorney-General under
authority given by the House), which will be found in the Appendix
to this Report. These suits, as the Finance Committee have been
assured by responsible parties, have been brought in good faith,
and in the belief that certain stockholders and preferred stock-
holders have equitable rights, to the prejudice of the claims of the
New-York and New-England Railroad Company. How this
litigation may result, it is not for the Finance Committee to at-
tempt to predict. It raises a doubt, however, at least, as to the
time when the company will be able to obtain possession of the
property claimed by it, supposing that the decisions shall ulti-
mately be in its favor; and, as all admit that the prosperity and
development of the company depend largely upon this possession,
it is not now in a position to offer to the State security of an
undoubted character.

It hardly need be said that the original cost of the property
mortgaged but very slightly affects the value of the security:
this depends upon one of two things, either upon what the
property mortgaged would sell for, in default of payment; or
what is and will probably continue to be the earning-capacity of
the road. The first of these questions we need not consider. As
to the actual net earnings, past, present, or prospective, the infor-
mation before the committee is far from being exact. This com-
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pan}- claim a nominal surplus, for the year ending Sept. 30, 1877,
of $184,000 ; but their actual balance of cash on hand at the end
of the year at that time was $7,280. This was the whole amount,
remaining from the year’s profits, which could be made available
for the payment of debt, or interest on debt.1 They claim, indeed,
that this nominal net profit was applied to extraordinary repairs or
improvements, and will not occur hereafter; but no evidence has
been furnished to the committee to prove that the same necessity
will not exist hereafter as heretofore fur these expenditures. On
the other hand, the fact, that, within the last two years, they have
sold $37G,000 of their seven-per-cent first-mortgage bonds at
eighty cents on the dollar, proves very conclusively that they had
no surplus from net earnings, or they would not have sold bonds
at such a ruinous discount.

If this company should obtain possession of the Hartford, Provi-
dence, and Fishkill Road, they would undoubtedly be in possession
of a better piece of property than their own. The gross income of
that road for the year ending Sept. 30, 1877, was $897,644; ope-
rating expenses, $681,706, showing a nominal net income of
$215,938. The payments for interest and taxes were $240,514,
showing a deficiency of net income to pay taxes and interest of
$24,576. Some extraordinary expenditures were made, which
rendered it necessary for the company to borrow $46,422 to meet
current expenses. Other of these expenditures were probably
extraordinary ; but every thing in the past reports, and in the evi-
dence so far as it has been furnished to the committee, goes to
show that the net income of that road, for some time to come, will
not be very largely in excess of operating expenses, necessary re-
pairs, and payment of interest.

The legislature of 1877 appointed a committee consisting of
Messrs. Stone of Middlesex and Haynes of Hampden, of the Sen-
ate, and Messrs. Stone of Newbnryport, Bird of Walpole, and
Wade of Newton, of the House to investigate and report upon the
New-York and New-England Railroad. The directors of the

company laid before that committee the same proposition which

1 We learn from the Second Annual Report of the directors, made to the
stockholders, that this balance of 87,820 does not represent their actual cash
resources on Sept. 30. They state that there was “due from connecting

roads and individuals 825,100 ;
” add tills amountto cashon hand, and their cash

assets were 832,926. The balances due connecting roads, 823,932; “cash re-
ceipts on October account,” that is, cash received in advance for season-tickets,

862,096. These two sums amount to 886,029 as the aggregate of their cas
liabilities. Deducting from this the amount of their cash assets, and it ap-

pears that there was a deficiency in cash assets of $51,102 to meet cash liabili-
ties.
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has been laid before the Railroad Committee of this session. That
committee, as we learn from their report (House Doe. No. 2
of this year), made a careful investigation of the condition of the
road during the summer and fall; and, in relation to this propo-
sition for a loan of six millions, the}' sa}’,

“After full examination, we came unanimously to the conclu-
sion that the proposition is one we could not recommend to the
legislature.”

After examining other propositions for aid, to all of which a
majority of the committee were opposed, they say, —-

“ The great uncertainty now hanging over all railroad invest
ments ; 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
compau}’, 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 New-York
and New-England, 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 relation to the loan of four millions, the committee say,
“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 man}' years to come.”

This statement, by the way, applies to the income of both roads.
The Railroad Commissioners, in their report upon the New-York
and New-England Road in 1877, speak as follows of the earning-
capacity of the road :
“ A thorough examination of the books and accounts of the

company, tested by an appraisal of its property, and a careful in-
spection of its road-bed, track, stations, shops, and equipment, in
the light of previous similar inspections b}' the Board during the
last six years, would seem to warrant the statement, that, since the
road has been in the hands of the trustees, it has earned, in its
unfinished condition, in the neighborhood of $lOO,OOO net per
annum.”

From all the evidence before the committee, they are brought to
the conclusion that the earning capacity of these two roads cannot
safely be regarded for many years to come as equal to a net income
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sufficient to pay $480,000 a year. Conjecture can place it at any
imaginary amount; great expectations can swell it to fabulous
figures ; but to-day, looking at the matter as business-men look at
securities offered for the investment of hard monej", there is noth-
ing in the condition or prospects of this road which warrants the
Commonwealth in increasing its investment in this enterprise.
Private enterprise may develop this property far beyond its present
worth, but not State management or State connection. We agree
entirely in sentiment with the following extract from the report of
the Special Committee of last year :
“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 onlj' 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.”

Accompanjing the report of the Railroad Committee is a com-
parison of the population and valuation on the lines of the New-
York and New-England and the Boston and Albany respectively.
These tables give a population of 674,944 on the line of the New-
York and New-England and a valuation of $1,063,000,000, and,
on the Boston and Albany, a population of 634,000 and a valua-
tion of $975,000,000. But the tables are very deceptive in this
respect: that whereas, on the Boston and Album' Road, every
town and city of any importance is a “ feeder,” and depends upon
the Boston and Albany Road for access to its natural market with
the partial exception of Pittsfield, on the New-York and New-
England Road all the large towns and cities are on other railroads

O ~

which connect them directly with their natural markets. Thus
Blackstone is on the Providence and Worcester Road, which con-
nects the traffic of that town and the whole valley of the Blackstone
directly with Providence and New York. Putnam is on the Nor-
wich and Worcester Road, with similar connections with New York.
Willimantic is on the New-London and Northern and on the Air
Line Road. Providence has a direct connection with Boston by the
Boston and Providence Road, and with New York by the Shore
Line, and for freight by steamers through the Sound. Hartford is
also thus connected with New7 York by the New-York and New-
Haven Road; Waterbury, by the Naugatuck; Danbury, bt r the
Danbury and Norwalk; Brewster’s Station by the Harlem and
at the Hudson River the Hudson-river Railroad is crossed. It is
also to be considered that the whole country between W illimautic
and the Hudson River is intersected by railroads running south to

the Sound and to New York, all furnishing facilities for communi-
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cation with their natural markets, and none having large business
relations with Boston, accommodating not only the large towns
and cities immediate!}' on the roads, but the smaller towns in the
vicinity. The aggregate population of these towms between Black-
stone and the Hudson River, lying on roads which perfectly
accommodate them, is 177,660 ; the aggregate valuation is $193,-
191,856. Deducting from the population claimed for the New-
York and New-England Road the population of Boston, which
really belongs to half a dozen different roads, and there remains
330,025 as the total population on the line of that road. Deduct-
ing from this amount the population of the towns lying on other
railroads which accommodate them better to their natural markets,
and there remains a population of 152,765 as properly belonging
to the New-York and New-England Road. Deducting from the
total valuation of the New-York and New-England Road that of
Boston, and there remains a valuation of $269,436,003. Deduct-
ing from this amount the valuation of those towns which lie on
roads accommodating them better to their natural markets, and
there remains a valuation of $76,244,147 as properly belonging
to this road. Deducting from the population and valuation on the
Boston and Albany Road those of Pittsfield, and also deducting
the population and valuation of Boston, as being common to both
lines, and there remains a population of 279,774 and a valuation
of $173,237,063, as better accommodated by the Boston and Alban}'
Road than by any other. The comparison then would be as fol-
lows :

POPULATION. VALUATION.
On the New-York and New-England . . 152,765 $76,244,147
On the Boston and Albany . . . 279,774 173,237,063

Of course such tables as these furnish very poor data as to
traffic and source of income to a railroad: they take no account
of the through business, no account of the condition of the
industries on the line; and we only refer to them for the purpose
of showing their deceptive character.

It will require two-thirds of the six millions asked from the
State to pay all the floating and bonded debt of the New-York and
New-England Railroad Company, including the bonds and floating
debt of the Providence, Hartford, and Fishkill line. This will
leave about two millions for the extension of the line from Water-
bary to the Hudson River. The Finance Committee will assume
that the line can be opened through for that sum ; but, admitting
this to be so, the company will then own a single-track road with-
out adequate equipment, without terminal facilities in Boston, and
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without a bridge-connection with the railroads touching the western
bank of the Hudson. To be in a position to compete with the
Boston and Albany Railroad Company, as it is proposing to do, the
1' inance Committee believe that an expenditure upon it of at least
five million dollars more will be absolutely necessary. This sum, it
will probably be impossible for it to procure in the money-market.
It cannot borrow on its first-mortgage bonds to-day, except upon
ruinous terms. How will it be able to raise money when every
thing it possesses will be mortgaged to the State? It will then
come to the legislature; and, in view of the very large amount to
which the State will have become involved, it will urge, with a
pressure which will be found well-nigh irresistible, the advance of
the requisite sum for making the line what it ought to be, bringing
out its full capabilities, and protecting the vast interest of the
Commonwealth in it. Or the legislature may be asked to ex-
change its first for second-mortgage bonds, and to allow a lien to
be placed upon the property underneath its own security. Con-
gress was successfully asked by the Pacific Railroad Companies to
do this very thing ; and our own legislature in 1870 consented, as we
have seen, to a similar proposition from the Boston, Hartford, and
Erie Railroad ; but the veto interposed by Governor Claflin, prevent-
ed the consummation of the arrangement. The only alternative, it
may be, should the State persistently decline, either to makefurther
advances, or to change and lower the character of the securities
held by it, will be the failure of the company to meet its interest
obligations, the foreclosure of the mortgage, and the seizure and
possession of the property by the State. All this is possible, as
almost everybody will admit: in the judgment of the Finance
Committee, it is more than probable. N

The committee have serious misgivings, also, as to the charac-
ter of the security which is offered to the Commonwealth upon a
line of railroad lying, for the most part, outside the limits of the
Commonwealth, traversing the territory of three other States, and
under the partial control of three other legislatures. The possible
embarrassments liable to spring from such conditions will suggest
themselves to the members of the House. The committee would
remind honorable members also, that, upon the conversion of the
remaining fifteen millions of the Berdell bonds, the present able
board of directors will be subject to removal at any time, and a

policy hostile to Massachusetts maj? be adopted by the company,
should it appear desirable. Probably ten millions of these bonds
are held in New York.

But perhaps these views of the Finance Committee will be
condemned as too unfavorable. The very natural inquiry will
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then arise, If the value of the New-York and New-England Rail-
road, with its franchises, be so great, and if its net earnings at the
present time are large enough to guarantee absolute safety to the
State in making a loan to the company of six million dollars, why
have the capitalists of this country and of Europe resisted the
importunity which has been brought to bear upon them, to pur-
chase its securities, and to place it in a position in which it can
develop all its capabilities? The president of the company has
said, “It is for the manifest interest of the corporation audits
stockholders to obtain this money without sacrificing its securities
at panic rates ” (House Doc. No. 2, p. 5). But it is not correct
to speak of the prices current for such securities in the United States
and Europe, during the last two or three years, as panic rates ;

for, in consequence of the unsettled condition of business gene-
rally these prices have been exceptionally high. Is it not true
that money has ruled at lower rates in this country during these
years than ever before ; that capital has been lying idle for want
of employment; that capitalists have been most anxious to invest;
and that any enterprise that could show conclusively that it was
entitled to confidence, could command all the money it needed ?

As evidence of the eagerness which private capitalists in Boston
and New York have manifested to place their money in railroad
enterprises, and of the favorable terms to the borrower which they
have been willing to concede, let a few instances be given : the eight-
per-cent bonds of the Burlington and Missouri-river Railroad in
Nebraska, a line in the extreme west, almost on the outskirts of
civilization, upon the stock of which no dividend has ever been
paid, and which, until within the past year, has barely been able
to provide for its interest from its earnings, are in demand at 110.
The seven-per-cent bonds of the Chicago, Burlington, and Quincy
Railroad Company, command a ready sale at over 109. Within a
year this company has placed a five-per-cent loan on the market at
87; and the bonds, ever since their issue, have sold at an advance
over this price. To come nearer home : there is the Ogdensburgh
and Lake Champlain Railroad Company, formerly the Northern
Railroad Company of New York, a corporation whose history has
shown almost as many vicissitudes as that of the New-York and
New-England Railroad Company, with many points of resemblance
between the two. This company, last summer, —just escaped from
its entanglements with the Vermont Central Railroad Company, to
which it had been leased, with its property depreciated, and with
its credit shattered, issued a six-per-cent bond secured by a mort-
gage upon its property, and at once found ready purchasers for it
at par. The evidence of the favor with which investors regard the
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railroad bonds of our own State is still more noticeable. The
seven-per-cent notes (not secured by mortgage) of the Boston
and Albany Railroad Company, a corporation with which the New-
York and New-England Railroad Company challenges comparison
as to the population and industry on or adjacent to the two lines
respectively, and consequent!}" as to the earning-capacity of each,
sell at 315. The seven-per-cent notes of the Boston and Provi-
dence Railroad Companj’ sell at 116 ; those of the Boston and
Maine, the Boston and Lowell, and the Old-Colon}* Railroad Com-
panies, at 110; while the Eastern Railroad Company presents a
still more remarkable instance of the readiness of capitalists and
others to invest in the bonds of railroad companies, even those
which are not free from many legal complications. This latter
company is just emerging from a state of embarrassment, which,
for a time, threatened bankruptcy and utter ruin. It was saddled
with a load of debt to the mile, unprecedented in the history of
railroads in this Commonwealth ; and yet its three-and-a-half-per-
cent bonds, of which the issue was nearly fifteen million dollars,
are in active demand at over sixty-three per cent of their face,
which is equal to 126 for a seven-per-cent bond.

One or two instances of a more speculative character may be
mentioned. The Atchison, Topeka, and Santa Fe Railroad Com-
pany recently issued proposals for subscriptions to the bonds of
the Pueblo and Arkansas Valley Railroad Company, and to the
stock of the New Mexico and Southern Pacific Railroad Com-
pany. About a million dollars was required in each case ; but so
freely did the subscriptions come in, that the subscribers were
awarded only three-fifths, or a little more than one-half, of the
securities which they were thus anxious to obtain.

Now, if the value of the property of the New-York and New-
England Railroad Company be what is claimed for it by its
friends, and if it is in a position to offer to the State undoubted
security for the proposed loan, it being conceded on every hand,
that, unless the security is absolutely beyond question, the State
ought not to listen to the proposition for a moment, the inquiry
returns, Why the difficulty, why the impossibility, except on ruin-
ous terms, of placing its securities in State Street or in Wall
Street ? The only answer -which can be given is this: That
bankers and capitalists have not been made to see that the present
and the estimated earnings of the company furnish an absolute
guarant}- that the bonds which it would gladly place at eighty,
yielding interest at the rate of nine per cent, will be paid, interest
and principal, as they mature. Business-men cannot be convinced
of that which the legislature is assured is as clear as the day. Ihe
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unanswerable conclusion deduced from this state of the case, is,
that what would not be a desirable investment for the private citi-
zen cannot be a good one for the State. Where the individual tax-
payer resolutely refuses to invest his money, the money of the
tax-payers, as a whole, ought not to be invested under the control
and authority of the State.

But it is brought to our notice again, that the State is already
involved in the affairs of the company referred to, and that there-
fore, “as a rich stockholder,” it would be a master-stroke of busi-
ness to invest more money in order to save the investment already
made. Is this what other “ rich stockholders,” private individu-
als, have shown any disposition to do ? It is generally understood
that Mr. W. H. Vanderbilt, the Delaware and Hudson Canal
Company, and the Erie Railway Company, each owning a million
or more of these bonds, together represent an amount about
equal to the stock held by the State of Massachusetts. It is per-
tinent to ask, If the welfare of the State so imperatively demands
that six million dollars should immediately be raised to relieve the
company from its indebtedness, to secure to it all its rights, and to
extend its line to the Hudson, and if it is its duty as a “rich
stockholder” to find the money, why do not the welfare and
the duty of those other joint owners in the property coincide in
the same manner? Are they not losing interest every year to the
same extent as are the tax-payers of Massachusetts ? and has this
loss of interest, with the compound interest continually accruing
upon it, ever been explained to them, and their consequent un-
doubted duty to themselves pointed out and emphasized ? Evi-
dently they do not see it to be for their advantage to do that
which gentlemen from New York have taken the trouble to come
to Boston and to the State House, for the purpose of enforcing as
being for the most manifest advantage of the State of Massachu-
setts. Mr. Le Grand Cannon intimated at the hearing, that he
should be very glad to take some of the second-mortgage bonds
of the company by and by, after the payment of its debts and the
completion of its line with the money of the State ; but he showed
no disposition to do, in connection with other leading bondholders,
what he wanted the State to undertake alone (House Doc. 276,
p. 136). This fact indicates Mr. Cannon’s personal estimate of
the proposed investment much more distinctly than any of the
general statements he has made can do.

It is reported that parties stand ready to take the securities of
the company, should the present application for State aid fail, at
fifty cents on the dollar. For enterprises offering fair security, all
the money-lenders of the world are in competition with each other ;
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and 3- et none of them are willing to advance money to this corpo-
ration, except at the rate of fourteen per cent per annum. Does
not this prove that the various uncertainties which have been sug-
gested b}’ the Finance Committee, relating to the rights of the
New-York and New-England Railroad Company in the Hartford,
Providence, and Fishkill propert3', to the earning-capacity" of the
two roads, whether separate or united, and to the sum which will
be required ultimately for the full development of the entire line as
a thoroughfare to the West, are full3’ appreciated b3T the men of
affairs, whose business it is to weigh probabilities in all such mat-
ters, and to estimate securities at their real or approximate value?
They evidently see many contingencies and difficulties and risks
in the prospects of the company; and they propose to charge
accordingly. Yet the State is asked to advance its mone3 7 at about
seven and a half per cent, when the37 will not be satisfied with less
than fourteen per cent.

It has been proposed by7 some that the amount of the loan for
which the company asks, should be fixed at four millions, instead
of six. The Finance Committee see the same objections practi-
cal^7 to the smaller sum as to the larger. The effect of this
proposition would be to shift the whole burden of the present
indebtedness from all other parties to the shoulders of the tax-
pa3-ers of the Commonwealth; it would complicate more closely
the finances of the State with those of the Compaq7 ,'without fur-
nishing am7 appreciable relief to the latter; and it would inevitably
pave the wa3* for further demands, which would be made as much
sooner in this event as the difference in time necessary for the
expenditure of four million of dollar's and of six. The advance
of four millions now would impl3' the advance of the remaining
two next 3*ear, as well as five more a 3'ear or two later. If the
legislature is disposed to render aid to this Compaq 7

, or, what
amounts to the same thing in the end, to protect the interests
of the State as they stand connected with the company, b- any
grant of mone37 whatever, let it distinctly understand the nature
of the obligations which it is going to assume.

The Finance Committee find themselves unable to concur in the
opinion, expressed b3r a majorit37 of the Railroad Committee, that
the bill as reported will give, as security for the protection of the
interests of the Commonwealth, “ a guaranty that the road shall
be fully completed,” and “ that it shall be freed from all encum-
brances.” They hope that the legislature will take the same
view, and that it will vote squarely upon and against the
proposition submitted to it. The time would seem to ha"\e

come to say distinctly and definitely to the New-York and New-
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England Railroad Company that no farther grants of public
money or credit need be expected by it. The State has invested
five millions of dollars in the line owned by this corporation, in
the interest of cheap transportation: some day, it may derive
indirect advantage from the investment, and some day, perhaps,
a direct return. Be this as it may, let it be understood that the
State does not recognize any obligation as resting upon it, because
it has done this much, to do more, and that it proposes to take its
chances of ultimate loss jhst as private owners of the stock and of
the Berdell bonds are proposing to do. This decision will be the
best, in the end, for the company’ itself. So long as there shall be
any hope that the State will come to the rescue, it will not exert
itself to make the best of its possibilities. In the last annual
report of the Directors of the Company the following sensible
statement is made :

“ The chance of receiving such aid ” [from the State] “ has al-
ways been one of the disturbing elements in the efforts made from
time to time to persuade the individual owners of stock and Ber-
dell bonds to subscribe to the new loan, which is needed to fund
our debt, and complete our road ; and the mere fact that a legisla-
tive committee has been appointed to consider the subject has
prevented, during the last year, any substantial progress in the
negotiation of our securities.

“ Public credit has been loaned so freely and so recklessly in
the past in aid of railroad enterprises, that a natural re-action has
followed, which makes it extremely difficult to obtain a favorable
hearing for any’ new application for State aid, however meritori-
ous. Your directors, therefore, will consider it no reflection upon
the credit or condition of the property, if the Commonwealth
should decline to extend from the public treasury anyr further
pecuniary assistance to our enterprise beyond what it may’ think
for its own interest as a present stockholder.”

In the company’s report for 187 G the directors complain of
“ the short-sighted and discouraging policy pursued by many of
the principal stockholders, and holders of unexchanged Berdell
bonds, who have hitherto failed to respond to any of the appeals
made them to assist in the development of their property, and
have apparently confined their interest in the enterprise to watch-
ing the quotations of the Berdell bonds in the New-York and Bos-
ton markets.”

It is to be hoped, that, from this time, these gentlemen, at the
least, will know positively what they may, or rather what they
may not, expect from the Commonwealth of Massachusetts, and

4
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that they will take such action, in view of this knowledge, as they
may judge to be for their interest.

The chairman of the Railroad Committee, in giving his adhe-
sion, in the main, to the views of the majority, expressed the
opinion that the true solution of the present question is the con-
solidation of the New-York and New-England Railroad Company
with the Boston and Providence Railroad Compan}-

. This subject
came before the Finance Committee at one of the hearings given
by it; and in the Appendix will be found a draft of a bill permit-
ting such a consolidation, prepared by the chairman of the Board
of Railroad Commissioners, together with a statement in explana-
tion. The Finance Committee would respectfully commend these
papers to the consideration of the legislature.

In conclusion, in view of the statements and reasons herewith
submitted, the Finance Committee recommend that the bill to
secure the interests of the Commonwealth in the New-York and
New-England Railroad Company ought not to pass.

F. W. BIRD.
LEVI L. CUSHING.
CHARLES 11. ALLEN.
HAMILTON A. HILL.
LUTHER J. BROWN.
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The undersigned, being unable to agree with the majority of
the committee, beg leave to submit the following Report;

The question is, as stated in the terms of the original order of
5 May, 1877, “What action is it expedient for the State to take
in relation to its investments in the stock and securities of the
New-York and New-England Railroad? ”

To deal with this question intelligently and satisfactorily, it is
necessary to give a brief statement of the condition of this road,
of the interest which the State now has in it, and of the way in
which the subject, which is now before the legislature, was intro-
duced for its consideration.

The New-York and New-England Railroad Company is a cor-
poration organized in 1873 by the Berdell bondholders, so called,
because their bonds were secured bjr a mortgage to Robert H.
Berdell and others of the Boston, Hartford, and Erie Railroad
Company. By virtueof legal proceedings, whicli have been ratified
and confirmed by the four States of Massachusetts, Rhode Island,
Connecticut, and New York, within whose limits it is established,
it has succeeded to the property formerly owned and held by the
Boston, Hartford, and Erie, with all its rights and privileges, and
subject to all its duties, liabilities, and restrictions.

Its property consists, first, of the road from Boston to miles.
Willimantic and branches ..... 105.28
Brookline to Woonsocket . . . . . 33.75

139.03

All of which is completed and operated by the New-York and
New-England Railroad Company.

(&ommonnualtt) of illassacljusetts.

MINORITY REPORT.-NO. 1.
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Liabilities

This division of the road was valued by the Rail-
road Commissioners in their report to the legis-
lature in 1877 (House Doc. No. 276 of 1878)
(see exhibit, p. 180), including therein all their
equipments and personal property on hand, at . $5,632,459 68

From which the Commissioners deducted their
liabilities; viz. ....... 1,842,466 09

Balance of assets above liabilities . . $3,789,993 59

The New-York and New-Englaud has also the right to redeem
the following property ; viz. :

The road from Providence to Waterbary and branches (130.25
miles), which is now held and operated by trustees, and is known
as the Hartford and Providence and Fishkill division.
This part of the road was valued by the Railroad

Commissioners in their report before referred to
(see exhibit, pp. 179, 180), including their per-
sonal property on hand, at ... $5,463,015 78

Liabilities ........2,441,825 48

Balance of assets over liabilities . . . $3,021,190 30
The New-York and New-England also owns an

unfinished road from Waterbary to Hopewell
Junction of 65 miles, which the Railroad Com-
missioners valued, subject to deductions for land
damages, at (see p. 180) .... $715,000 00

Total value of the property of the New-York and
New-England Railroad Company, as estimated
by the Railroad Commissioners in 1877, was . $11,810,475 46

From this deduct liabilities .... 4,284,291 57

Net value of the entire property as estimated by
the Commissioners, not treating Berdell bonds
or stock as a liability (see p. 180) . .

. $7,526,183 89

This estimate was made in the spring of 1877. Since then, the
assets of the road, including herein both divisions, have been in
creased since their last annual report; so that, at the close of the
railroad year for 1877, the entire property as estimated by the
Railroad Commissioners, irrespective of liabilities, would be nearly
$12,000,000.

But it should be observed that this valuation is somewhat aibi-
trary, being much less than the actual cost, or intrinsic value, of
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the property, and much more than its value when measured by its
present income-earning power, neither of which tests of value is
satisfactory when estimating this property as judged by the past.
But it is to be presumed that the Commissioners, having due
regard to all the circumstances, the actual cost, the prospective
business of the road under favorable conditions, and its present
income, placed such value on the property as they considered
just and reasonable.

It will be perceived also, upon an examination of this report
of the Railroad Commissioners, that after deducting from the
total liabilities of both divisions of the road the value of the per-
sonal property on hand, exclusive of tools, machinery, rolling
stock, and every thing belonging to equipments, the total debt of
the entire road was §3,678,839.27.

In this property the State has heretofore invested $3,600,000,
for the ultimate payment of which, exclusive of interest, a pro-
vision has been made by the establishment ofa sinking-fund, which,
with its annual accumulation of interest, will equal the debt at
maturity. But the bonds which the State received from the Bos-
ton, Hartford, and Erie Railroad Company at the time of the loan,
in exchange for its bonds, were, in accordance with the terms of
its mortgage, after the organization of the creditors of the Boston,
Hartford, and Erie into the present company, converted into
stock, which is entirely unproductive ; and the State is there-
fore obliged to pay out annually $lBO,OOO, for which it has
no securit}’ or indemnity, except this depreciated and unpro-
ductive stock. The scrip which represents this investment of
$3,600,000 was issued about ten years ago, in pursuance of the
Act of 1867, Chap. 285 ; and the State has been paying out since
then, yearly, $lBO,OOO in discharge of its interest obligations.
And with the feeling, that, with the annual drain on the treasury
of a sum equal to about one-sixth of the State tax for this year,
something should be done in the premises, an order of inquiry
into the affairs of the New-York and New-England Railroad Com-
pany, was, March 1, 1877, introduced into the House by the
Committee on Finance, which was the origin of the Railroad
Commissioners’ Report. It appeared from that report, and the
exhibits connected therewith (see House Doc. No. 276, p. 163),
that, in the judgment of those responsible for the administration
of the road, it was of the first importance that the company
should have,

Ist, The means of divesting the road ofall underlying liens.
2d, The means of redeeming that division of the road held and



operated by the trustees of the Hartford, Providence, and Fishkill
mortgage.

3d, The means of completing and equipping the unfinished por-
tion of the road from Waterbury to the Hudson River.

At that time, which was near the end of the session of last year,
the Committee on Finance conferred with Mr. Hart, the President
of the New-York and New-England Railroad, in regard to the
prospect and affairs of the company, and also made such inquiry
into its condition and needs as it was convenient then to make ;

and, upon consultation, the committee, only not unanimously, came
to the conclusion that it was probable that a scheme could be framed
which would save the State from an annual loss for twenty years
on the interest payment of $lBO,OOO, and enable the company to
improve materially the condition and character of their property,
upon terms much more favorable to them than they could hope to
obtain from any other source. Accordingly, the committee, on
May 5, 1877, submitted the order for the appointment of a com-
mittee to sit during the recess, and report to this legislature “what
action it was expedient for the State to take in relation to its
investments in the stock and securities of the New-York and New-
England Railroad ;

” which order is the origin and the justifica-
tion of all subsequent proceedings. It should, therefore, be dis-
tinctly stated, that the officers of the New-York and New-England
Railroad are not here begging for relief, or still worse, as it has
been said in some quarters, attempting hy impudence or fraud to
steal money from the treasury, but are here in response to the
invitation of the State, to consider if it be not possible to devise a

scheme which will be of some advantage to the road, and enable
the State indirectly to obtain indemnity for liabilities heretofore
assumed. To represent this proceeding as a discreditable attack
by a bankrupt corporation on the treasury of the State is either
purposely to raise a false issue, or to misconceive the origin and
nature of this inquiry.

The scheme submitted by the New-York and New-England
Railroad Company is this : The State shall lend the company six
million dollars. Four millions of this shall be applied to the ex-
tinguishment of liens, encumbrances, and debts now outstanding
upon the property of the road, which will enable the company to
redeem and get possession of the entire road from Boston and
Providence on the east to Waterbury on the west; and the remain-
ing two millions of the loan shall be applied to the completion of
the unfinished road from Waterbury to the Hudson River, lot

this loan the company shall give the State as collateral security,
the entire issue of the ten million bonds, secured by a mortgage on
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the whole property, and shall undertake, in consideration of said
loan, to pay the amount thereof at maturity, with interest semi-
annually at five per cent, and also to pay the State, till the loan
becomes due, the amount of $lBO,OOO annually to indemnify the
State for its annual interest payments on account of its previous
loan to the Boston, Hartford, and Erie Railroad. This, in effect,
is an offer to hire $6,000,000 of the State at eight per cent, secured
by a first mortgage on the whole road, with all its equipment,
and, if the State lends the money upon these terms, it will be a
very favorable arrangement for the road, more favorable than to
negotiate their seven-per-cent bonds at eighty per cent, as will
appear by the following comparison :

Interest to the State, 8480,000 for 22 years . . $10,560,000
Sale of bonds at .80 (87,500,000 ® .80) 86,000,000
Twenty-two years’interest . . . 11,550,000
Discount 1,500,000

13,050,000

Gain to the road by loan from State . . . $2,490,000

It is nearly' equivalent to negotiating their bonds at ninety
cents. The advantages of such a loan are mutual, and amply'
sufficient to justify the transaction when looked at in the interest
of either party, if the State cannot_ obtain indemnity by' the loan
of a less amount, and if the security' of the mortgage be perfect,
and the future of the road so assured by this loan that it is morally
certain that the State will never again be compelled, for its own
protection, or to assist the road in any way, to make an additional
loan.

The amount required to meet the annual interest payment, when
the loan shall be complete and the road finished to the Hudson
River, would he $480,000, one-fifth more than the net earnings of
the past year in the present condition of the road. The officers
of the company are confident, that, with the increase of business
which would follow the completion of the road to the Hudson
River, they could earn the required amount without difficulty ; and
the majority of the Railroad Committee are of the same opinion,
and have therefore recommended a loan of $6,000,000, and re-
ported a bill to that effect. Indeed fhc figures of the last five
months show an increase over the corresponding months of the
last railroad year, which indicate actual net earnings the present
year of more than five hundred thousand dollars.

But, without attempting to impeach the force of the reasoning
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by which the majority of the Railroad Committee justify their
conclusion, the undersigned, looking at the matter exclusively in
the interests of the State, and considering only whether or not the
exigencies of the New-York and New-England Railroad present
an opportunity for the State to save an annual tax of $lBO,OOO
by a loan which will be attended with no risk, and upon terms
which will impose no hardship upon the road, are of the opinion
that the end to be attained by the State can be accomplished
by a smaller loan than $6,000,000, and therefore are opposed to
the passage of the bill reported by the majority of the Railroad
Committee.

This case is to be distinguished from any other which has
come before the legislature involving a loan to a railroad. The
question is, not what the interests of the railroad demand; not
whether it be wise to assist railroad enterprise from motives of
public policy, to develop the resources of the State; not even
whether it be wise to make a loan to a railroad, for the reason
which is generally urged in behalf of an unfinished enterprise,—
viz., that, if you do not go on and finish it, you will lose what you
have put in. It is not a case where the amount contributed is to
be expended in new work, so that your security is to be found, in
part or mainlj-

, from the addition to the construction, the value
of which is, to some extent, uncertain and speculative, and de-
pendent upon circumstances, which, at the time of the loan, can-
not be clearly estimated or ascertained.

The question is, whether it be possible, in this case, to make a
loan to this road upon tangible property already established, and
possessing an ascertained value, irrespective of an}- probable or
prospective earnings contingent upon additions or extensions, or
an}’ other circumstances not now capable of being distinctly seen
and appreciated, by which the State can save an annual tax of
$lBO,OOO for twent}--two years, and incur no serious risk of loss
of any part of the loan. If it be possible to do this, if the oppor-
tunity now offers by which it can be done, can there be any doubt
of the expediency of such an act? Is it not the duty of the State
to do it? not for speculation, not for profit, not to grant relief to
a railroad corporation, but simply to save an annual tax for
twenty-two years of $lBO,OOO. That is the motive which can
justify the State in making this loan: every thing else is inci-
dental. This consideration is to be kept in mind when dealing
with this question; for the opposition to any loan has, in some
quarters, most industriouly attempted, by repeated assertions,
to obscure and confound the real issue by pretending that this
movement was nothing but an attempt on the part of an unscru-
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piilous corporation to rob the treasury. The minority of the Rail-
road Committee, in the dissenting report, after proving very sat-
isfactorily that it was doubtful policy for a State to aid railroads
and other public enterprises, with a view to the development of its
resources, proceeds to add, “ But what shall we say when the
object is speculation and profit only, which is exactly the proposi-
tion before us?” It is difficult to perceive how the parties to that
report could have fallen into such an error. Can it be said with
any truth, when a creditor lends monej' to a debtor for the simple
purpose of saving his debt, and upon the express assurance that
he desires nothing but to be made whole, that his object is profit
or speculation? Is it not simply indemnity ? Does a sagacious
and prosperous merchant hesitate to lend money to a debtor where
the security is ample, and the prospect of a final payment in full
morally certain ? And is such a transaction between merchants,
when made solely to save a bad debt, to be properly described as

a transaction for profit or speculation ? And it is submitted that
the propriety of such a transaction on the part of the State
when the object is simply indemnity, and escape from an annual
tax for a large amount, and the security of the loan is ample
cannot be successfully denied.

The question is, Are the conditions of the loan so satisfactory
that it is morallj’ certain that the payments of the interest and of
the principal will be met so promptly, that there will be no occasion
to enforce the provisions of the mortgage, and take possession of
the property by the trustees for the purpose of foreclosure?

The undersigned, after giving the subject the most careful study
and reflection, influenced by the considerations above stated, and
endeavoring to be governed in their decision by what the}" believe
to be the true interest of the State, submit the following propo-
sition; viz.:

It is proposed to lend the New-York and New-England Railroad
Company the sum of four millions of dollars for the purpose of
enabling this company to paj- its debts, and to discharge or take
up all existing liens and encumbrances on its road and equipment,
and especially to enable it to redeem the Hartford, Providence,
and Fishkill division of the road, and obtain the possession and
control of this division ; so that the entire road ma}- bo put under
one administration.

In consideration of this loan, the railroad company is to be-
come responsible to the State for its payment, and of the
interest thereon which the State may be required to pay, and also
to agree to pay the State yearly, as the same may accrue, the
interest which the State is now required to pay on account of the
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loan to the Boston, Hartford, and Erie of $3,600,000. And, to
secure the performance of this agreement on the part of the New-
York and New-England, it shall deposit with the State treasurer
the entire amount of its ten million seven-per-cent bonds, secured
by mortgage of Ist of January, A.D. 1876. And, in considera-
tion of the deposit of these bonds as collateral security for the
performance of its agreement in relation to this loan by the New-
York and New-England Railroad Company, the State shall execute
and deliver to said company a release of such portion of the
premises included in said mortgage as lies west of Waterbury, the
present terminus of the completed road. .

It ds further proposed that the stock now held by the State,
which will undoubtedly be considerably enhanced in value, in case
a loan should be made, should be converted in some way, into a

sinking-fund for the payment of the principal of the loan at
maturity.

It is to be distinctly stated that this loan is to be made only for
indemnity to save the State from an annual tax for twenty-two
years of $lBO,OOO. It is to be secured by a mortgage which shall
be limited to the finished road from Boston and Providence to
Waterbury. It is to be understood that it is not to be construed
as an act of aid or relief to the Railroad Company, or as committing
the State to any proposed extension to the Hudson River.

There being no motive but indemnity, the loan should not be
made, if the security be not unexceptionable. No secondary con-
sideration of public policy can supply any defect in the security
considered simply as a business transaction.

What, then, is the security? It is a bottom mortgage on two
hundred and sixty-one miles of railroad for a loan of four million
dollars. This property (including its equipment, appraised at
$1,024,655) was valued by the Railroad Commissioners in then-
report to the House in 1878 (see House Doc. No. 276) at

$11,095,474.46, and the property is worth more to day than it was
at the time of that valuation. But, as has been said, that valua-
tion was, in part, arbitrary, and should not for this purpose be

received as trustworthy. In this relation, judging of the value of
the property as security for a State loan, it should be tried by the
severe test of its income-earning power, which, considering the
circumstances of the road, would not be fair, except in this case,

where nothing should be done without great caution.
The income last year, as stated by Mr. Goodspeed, the account-

ant of the Railroad Commissioners, was $400,322.22, which is six

per cent on $6,672,037 ; so that this property, judged by this stand-
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ard, the hardest that can be applied, during a year of unexampled
depression in business, is worth nearly $7,000,000.

But it was shown at the hearing that the net earnings of the
entire road, including the Hartford, Providence, and Fishkill
division, for the five months ending with the month of February
last, was a little over $40,000 more than it was for the correspond-
ing period in 1877. And if this rate of increase continues for the
remainder of the year, which is confidently anticipated, the net
increase for the entire year, as the summer and early fall months
are the most profitable, will be over $lOO,OOO.

Calling the net income for this year $500,000, the entire prop-
erty of the road would be worth, at six per cent, $8,333,333.

But a loan of four million would inevitably increase the net
income, as it would secure a uniform administration, avoid the
conflict and competition which must of necessity, to some extent,
exist where the governing power is twofold, and, by dispensing
with one staff of officers, lessen the operating expenses. The
State can now negotiate its four-per-cent gold bonds at par. The
interest on four million dollars at four per cent would be $160,000
a year, which, added to the yearly interest on the loan to the Bos-
ton, Hartford, and Erie of $lBO,OOO, would amount to $340,000,
sixty thousand dollars less than the Ncw-York and New-Englaud
(including the Hartford, Providence, and Fishkill) earned last
year, and one hundred and sixty 7 thousand dollars less than it will
probably earn this year. Can there be any doubt, then, that this
property, when brought under one management, which would in-
crease its income, would be amply sufficient to secure a loan of
four millions, at eight and a half per cent, which is exactly equal
to $340,000, the amount which would be due yearly to the State
on account of this loan?

But it may be said, that, if the net earnings of this road were
last year four hundred thousand dollars, it was all appropriated in
such a way that it would not have been available for the payment
of this interest of $340,000.

It is true that this money was expended for various purposes ;

but an inspection of the reports of the New-York and New-Eng-
land Railroad, and of the Hartford and Providence and Fishkill,
for 1877, will show that it would have been easy for them from
their joint net earnings to have paid $340,000 interest.
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It appears by the returns that the New-York and
New-England paid last year, as interest and dis-
count §80,486 16

The Hartford, Providence and Fishkill paid for
interest 174,061 12

Whole sum paid for interest last year . . . §254,547 28
It appears also, from the Railroad

Commissioners’ returns, that the New-
York and New-England expended
last year, at the junction at Franklin,
in construction ....§33,718 76

Discharging encumbrances . . . 28,881 23
Bad debts, charged off 33,375 61

95,974 23

§350,521 51

It is clear from this exhibit that the interest which would be due
on this loan, over and above what was in fact paid for interest from
their joint earnings last year, could be easily paid, without neglect-
ing an}r thing which concerned the value of the road and equip-
ment as security.

The Hartford, Providence, and Fishkill division of the road is
now in excellent condition, as good a single-track road as there
is in New England. The equipment is also of a first-rate quality,
and larger than is needed for the transaction of its present busi-
ness. The condition of the New-York and New-England, say the
Railroad Commissioners in their report to the House (House Doc.
No. 276) for 1878, “has been greatly improved in all respects
within the last few years: the property is well managed, and the
expenditures are carefully and judiciously made.”

If the property should earn this year, including both divisions,
$500,000 net, which it probably will, it would be able to pay
§340,000 for interest on the loan, and have §160,000 left for im-
provements, and additions to its construction.

It seems, therefore, to the undersigned, as certain as any thing
of this nature can be, that if the debts are paid, and the encum-
brances are discharged, and this property put under one manage-
ment, it, will be able to meet its interest payments on the loan
of §340,000 a year, without difficulty, and have a considerable
sum left for other purposes.

Now, let us look at this question from the other side.
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The State, while condemning the policy ofaiding railroads as a dis-
tinct object of legislation, by pecuniary grants, cannot be unmind-
ful of the fact that her own welfare is bound up in the prosperity
and success of the great lines of transportation which have added
so much to her wealth and commerce: she cannot, therefore, afford
to drive a hard or unconscionable bargain in any case which con-
cerns their interests. If the plan proposed involves any injustice
or hardship to the interests of the New-York and New-England
Railroad, when properly considered, it should be rejected, however
strong the security, and however certain the prospect of accom-
plishing the desired result.

What, then, will the road gain by a loan of four millions, to be
applied to the payment of its debts and the discharge of its en.
cumbrances, other than the substitution of one creditor in place
of other creditors ?

It will gain (A) the possession of the Hartford, Providence, and
Fishkill division of the road, and the control which possession
carries with it.

1. The gain to be derived from the additional business which
will be brought over the road from Willimantic to Boston, which
is now done over other roads.

2. The gain to be derived from unity of administration, and
from the increase of business which will naturally flow from the
change of policy where a railroad passes from the hands of trus-
tees (whose duty it is only to take good care of the property, and
execute their trust in good faith) into the possession of persons
whose ambition and duty it is, by their energy and activity and
enterprise, to develop its resources, and extend its business, so as
to make it a financial success for the stockholders.

3. The gain to be derived from the reduction of general expenses,
and the saving of official salaries, one staff of officers being suffi-
cient for the business of the entire road.

4. The gain to be derived from avoiding the conflict of interest
which now, to some extent, exists in the present separate manage-
ment of the two divisions of the road.

It will also gain (B) the important advantage of funding all its
liabilities, which will materially improve its credit, and in all re-
spects place the company in a very much stronger position than it
now holds.

For this loan of four millions the New-York and New-England
Railroad Company is to give the State a first mortgage on the
finished portion of the road, and to pay for the use of the money
interest at the rate of eight and a half per cent, being the amount
required to indemnify the State for its interest liabilities under
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both loans. To prove that there is no element of hardship or
usury in such a bargain, it is only necessary to compare such a
loan with a loan obtained bj’ the company by negotiating their
mortgage bonds at eighty per cent, which would be considered a
very favorable operation, under existing circumstances, for the road
to make.

B}’ the terms of the loan from the State as proposed, the com-
panj’ will have an annual interest charge of $340,000, and an
ultimate debt of $4,000,000. B} - such a negotiation of its bonds
to outside parties at 80 per cent (if it could be effected), it would
have an annual interest charge of $350,000 and an ultimate debt of
$5,000,000.

But it maj- be said, that, while this proposition may be very
favorable to the railroad compan}’, it will not satisfy them, be-
cause it does not provide for the completion of the unfinished
porfion of their road to the Hudson River.

In what condition, then, will this loan place the company in rela-
tion to this extension ? It will have an unfinished, unencumbered
road-bed, which is valued by the Railroad Commissioners in their
Report at $ll,OOO per mile, upon which it can give other stock-
holders, or interested parties willing to complete the road, a bot-
tom mortgage, which, for such purpose, would be good security,,
as it would not only attach to the property alread} 7 planted, but
also to what might be added to it to finish the construction.
It will have also available for any purpose the equity in that por-
tion of the road which is pledged to the State ; which equity, when
the entire road is under one management, will be worth probably
five millions of money. The company, therefore, would be in a
condition to obtain a further loan, upon reasonable terms of its
other stockholders without coming to the State for help. If it
should come, it would be met by the answer, that this loan was
made by the State for the purpose of obtaining indemnity for the

payment of an annual tax of $lBO,OOO, and for no other purpose;
that the State was inflexibly opposed to lending a single dollar
to railroads as a subsidy or measure of relief; and that, if the
road was never extended, the object of the State in making this
loan was accomplished, as the earnings of the present road were
sufficient to meet its demands ; and that, if any further funds were
needed for any purpose, they must be obtained from private sources.
To doubt the sufficiency of such an answer is to suppose the State
would yield to the appeals or solicitations of interested parties,
unsupported by an}’ considerations except such as may be derived
from the adoption of a policy which has been of late in the most
emphatic manner repudiated. This supposition, in the present
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state of the public mind, admonished as it has been, by the expe-
rience of the past, of the impolicy of granting aid to railroads, is
inadmissible.

It has been suggested, that, in years to come, if the State would
not lend anj' more money to this company, it might consent, yield-
ing to an importunity that would not be denied, to postpone or
subordinate its first lieu upon the property, which would be repre-
sented as equal to more than double the amount due the State, so
as to give the company an opportunity to deal with private parties
on favorable terms. But this is to suppose that the State is to
repeat the folly of the General Government in the case of the
Union Pacific Road, and to make a voluntary surrender of the
advantage of the position which it is the object of this loan to
attain.

A consolidation of the New-York and New-England with the
Boston and Providence has been proposed as the true solution of
this question. Their interests are now, to some extent, conflicting ;

and the advantages of a consolidation, if it could be effected upon
terms which should be just to both corporations, would be a fair
subject for consideration. But it is apparent that the roads will
never voluntarily come together, and that they can only be induced
to unite by a kind of argument that it would be inconvenient to
resist; and it is safe to assume that the State is not just now pre-
pared to apply any pressure to this end. Mr. C. F. Adams, jun.,
the chairman of the Railroad Commissioners, who, in his testi-
mony at the hearing before the committee, advocated this remedj’,
suggested, that, if the parties hesitated to take the hint which was
implied in a permissive bill, it might be necessary to quicken their
action by some legislation ; that, if the Boston and Providence
held back, it might be necessary for the State, to save its invest-
ment, to put the New-York and New-England Road on its legs. It
needs not the faculty of a clairvoyant to perceive that only by
some such expedient can these two corporations be persuaded to
join their forces. A loan of $4,000,000, in the judgment of the
undersigned, instead of postponing or defeating the happening of
this event, would be likely to hasten it by putting the two parties
more nearlj’ in a position of equality than tliey' now are, and pro-
ducing a state of facts which would make it more manifestly for
the interest of both roads to unite and co operate.

It may be objected by those who hesitate about the expediency
of a loan, that, if the security be adequate, private bankers and
capitalists would furnish the money. But it must be acknowl-
edged, that no bankers whose funds were not already invested in
this enterprise could be expected to touch it, unless they could re-
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ceive a handsome compensation, which would yield them a liberal
profit, and pay them well for their time and trouble in distributing
the bonds among their patrons and customers. It cannot be ex-
pected that private parties would neglect to improve the opportu-
nity, and decline to make the best bargain which was possible.
An arrangement on such terms, however satisfactory to the banker,
would, probably, sacrifice the stock and interest of the State in the
road. “It is true, as the}- say,” said Mr. C. F. Adams, jun.,
in his testimony before the committee, “ they cannot get the money
from private individuals without sacrificing the securities, and de-
stroying their value.” But to infer from this that there is no
value in the security would be a great mistake. The banker would
not touch it on any terms, if the security were worthless. To
allege that he would charge ruinous rates for his services, is only
to say, that, when his only object was profit, he would make the
most of his opportunity.

The capitalists, whose means are to a large extent already in-
vested in this road, are willing to form a syndicate with the State,
if she will take her share, and provide the funds that may be
needed to lift the road out of its embarrassment. But such a
measure, though beneficial to the road, would not enable the
State to accomplish its principal object, viz., to obtain indemnity
for the payment of this annual tax of $lBO,OOO a year.

It may be further objected, that, if the security may be regarded
as good, the possibility that it might eventually be necessary to
take possession of the property under the mortgage is a sufficient
reason why the State should not be a party to any loan, as it
would be a great misfortune for the State to be saddled with the
administration of a railroad. Waiving the consideration that the
State is now virtually running the road (the present management
being selected by the State, and entirely subject to its influence),
the true answer to this objection is, that, when any proposed meas-
ure of relief to the State is extremely probable to be attended
with the most beneficial consequences, it is no objection to it, that
it may possibly miscarry. The most improbable events are possi-
ble. And can there be any reasonable doubt that a loan of
$1,000,000 would be fully secured by a mortgage of this entire

finished road, and that, when the two parts were joined, and
worked under one management, the income will be considerably
increased beyond what it is now, which is more than sufficient to

meet the annual interest payment?
It may bo objected to the proposed loan that the title of the

New-York and New-England Railroad Company to this property
is doubtful; but as this title has been thoroughly explored by the
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ablest lawyers in Massachusetts, Rhode Island, and Connecticut,
and pronounced to be good, it is hardly necessary to consider this
objection. It is true that there is a bill pending in equity, alleging
that the title of this company is bad, by reason of fraud in its
inception. It looks very much as if the bill was brought by par-
ties aggrieved, to enforce a settlement by causing delay ; for it is
hardly possible that these allegations of fraud in fact, can be true,
and not have been known to the parties interested long ago, when
it would have been their duty to have intervened, and asserted
their right, when the rights of creditors and other persons were
before the courts in relation to the affairs of the Boston, Hartford,
and Erie. However, in any view, this is unimportant, as no loan is
to be made by- the provisions of the bill, till the title of the com-
pany is examined, and found to be satisfactory.

Other objections may be taken, relating to the geographical
location of the road, the possibility of adverse legislation in the
States where the road in part is situated, the possibility of
being deceived in regard to the condition and character of the
road; but none of them seem to the undersigned of sufficient
moment to require especial comment. It may be said that the
friendly legislation of the last eight years in the other States fully
justifies the belief that there is no ground to anticipate or fear any
action on the part of the legislatures or the courts of the neigh-
boring States, which will be hostile or adverse to the interests of
Massachusetts. In conclusion, therefore, the undersigned, having
given the subject the fullest consideration, and having endeavored
to separate themselves from all influences which would tend to dis-
turb or improperly affect their judgment, recommend that the State
make a limited loan to the New-York and New-England of four
millions of dollars; and, to give effect to this recommendation,
they report the bill of the Railroad Committee in a new draft as
follows:

E. F. STONE, Chairman,
6



42 NEW-YORK AND NEW-ENGLAND R.R. [Apr,

AN ACT
To secure the Interests of the Commonwealth in the

New-York and New-England Railroad.

Be it enacted by the Senate and House of Representatives
in General Court assembled, and bp the authority of the
same, as follows:

1 Sect. 1. The governor, with the advice and con-
-2 sent of the council, shall appoint three persons, who
3 shall constitute “ The Board of Supervisors of the
4 Ncw-York and New-England Railroad ” [and who
5 shall hold their offices for the terms of one, two,
6 and three years respectively, from the dates of
7 their respective appointments. The governor shall
8 in like manner, in each year thereafter, appoint
9 a supervisor, to continue in office for the term

10 of three years from the date of his appointment.
11 In case of any vacancy occurring in said board
12 by resignation or otherwise, the governor, with
13 the advice and consent of the council, shall
14 appoint a supervisor for the residue of the
15 term; and he may, in like manner, remove any of
16 said supervisors. The compensation of said super-
-17 visors shall be fixed by the governor and council,

Commomocaltl) of iUassacljusctts.
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18 one of whom only shall have a stated salary; which
19 compensation, with all the expenses of the board,
20 shall be paid by said railroad company. Said super-
-21 visors shall be sworn to the faithful discharge of their
22 duties, and shall keep a true record of their doings
23 and proceedings, and shall make an annual report
2d thereof to the legislature, and shall be provided
25 with proper accommodations at the place of busi-
-26 ness of the New-York and New-England Railroad
27 Company. Said board shall have the control of
28 all expenditures made in accordance with the pro-
-29 visions of this act; and the governor is hereby
30 authorized, on the application of said railroad com-
-31 pany, approved by order of said board, to draw his
32 warrant on the treasurer of the Commonwealth for
33 such sums as may be required, from time to time, to
34 carry out the provisions of this act]. Said board
35 may act, by a majority thereof, at any meeting of
36 the same of which all the members have been duly
37 notified. Said supervisors shall, at all times, have
38 free access to all the books and accounts of said
39 railroad company, and shall audit by themselves, or
40 by an accountant to be designated by them, the
41 books and accounts of the company, and make
42 monthly reports thereof to the governor and council.

1 Sect. 2. The treasurer of the Commonwealth is
2 hereby to receive from said New-York
3 and New-England Railroad Company nine million
4 six hundred and twenty-four thousand dollars of the
5 bonds of said company, secured by its mortgage to
6 the Boston Safe Deposit and Trust Company, trus-
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i tcc; and is authorized, with the consent of the gov-
-8 ernor and council, to purchase out of the sums
9 hereinafter appropriated three hundred and seventy-

-10 six thousand dollars of bonds now outstanding, and
11 secured by the same mortgage, provided said bonds
12 can be obtained at a reasonable price, together being
13 ten millions of dollars, and being the whole issue of
14 bonds authorized to be issued by said New-York and
15 New-England Railroad Company by chapter two
16 hundred and eighty-nine of the acts of eighteen
17 hundred and seventy-three, approved May fifteen,
18 eighteen hundred and seventy-three, and concurrently
19 authorized by chapter five hundred and fifty of the
20 laws of eighteen hundred and seventy-three of the
21 state of New York, entitled “An Act to extend
22 the time for the completion of the Boston, Hartford,
23 and Erie Railroad by the New-York and New-Eng-
-24 land Railroad Company,” approved May twenty-one,
25 eighteen hundred and seventy-three; and by the
26 general assembly of Connecticut, by an act approved
27 May twenty-nine, eighteen hundred and seventy-three,
28 entitled “An Act concerning the New-York and
29 New-England Railroad Company; ” and also by an

30 act passed by the general assembly of the state of
31 Rhode Island at its May session, eighteen hundred
32 and seventy-three, entitled “An Act concerning the
33 New-York and New-England Railroad Company:”
34 and the treasurer is hereby directed to hold the same,
35 when delivered to or if purchased by him, as se-

-36 curity for the performance of the agreements here-
-37 inafter referred to.
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1 Sect. 3. No expenditure whatever shall be made
2 under this act until an agreement shall have been ex-

-3 ecuted by the New-York and New-England Railroad
4 Company to the Commonwealth in a form approved
5 by the attorney-general of the Commonwealth, and
6 conditioned that the said railroad company shall
7 [pay to the Treasurer of the Commonwealth, on

8 the first day of January, in the year nineteen hun-
-9 dred and three, the sum of four million dollars, or

10 so much thereof as shall be expended under the pro-
-11 visions of this act, and shall further pay to said treas-
-12 urer the interest which the Commonwealth may have
13 to pay on all sums so expended, such payments of in-
-14 terest to be made semi-annually] ; and that said rail-
-15 road company shall pay all the interest that may fall
16 due after the first warrant shall have been drawn by
17 the governor as provided in the first section of this
18 act, and thereafter as the same shall fall due, on
19 certain scrip heretofore issued by the Commonwealth,
20 which consists of five-per-cent sterling bonds to the
21 amount of seven hundred and forty-three thousand
22 six hundred pounds sterling, payable in London in
23 the year nineteen hundred, being the scrip issued for
24 the benefit of the Boston, Hartford, and Erie Railroad
25 Company; nor until said New-York and New-Eng-
-26 land Railroad Company shall deliver to the treasurer
27 of the Commonwealth, as security for the perform-
-28 ance of the conditions of said agreement, the nine
29 million six hundred and twenty-four thousand dollars
30 in the bonds referred to in section two of this act;
31 and the said outstanding three hundred and seventy-
-32 six bonds, if possession thereof is acquired by the



46 NEW-YORK AND NEW-ENGLAND R.R. [Apr,

33 state, as provided in section two of this act, shall by
3-1 the terms of said agreement be held as a part of
35 the said security by the Commonw.ealth.

1 Sect. 4. No expenditure whatever shall be made
2 under this act until an agreement shall have been
3 executed by the New-York and New-England Rail-
-4 road Company to the Commonwealth, by authority of
5 the stockholders and directors thereof, at meetings
6 duly held for the purpose, in a form approved by
7 the attorney-general of the Commonwealth; that the
8 said supervisors shall be notified by the clerk of said
9 company of all meetings of the directors of said

10 company by the same notice as that given to the
11 directors ; and that said supervisors may be present
12 at all meetings of the directors of the company ;

13 and further conditioned, that no vote or proceeding
14 of the directors of said company [authorizing the
15 payment of a dividend] or affecting the expenditure
16 of the money herein appropriated, or the security
17 to he pledged therefor, shall be valid or have
18 any force or effect if said board of supervisors shall,
19 upon the day of any meeting at which the same
20 shall have been passed [or on the next subsequent
21 day], notify in writing the directors or the president of
22 said company of their dissent from any such vote or

23 proceeding; and conditioned further, that the de-
-24 posit of bonds, referred to in section two of this
25 act, shall be pledged and held as security also for
26 the performance of the agreement referred to in this

27 section, and that the said bonds shall thereupon
28 become due and be absolutely forfeited to the Com-
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29 monwealth, to the extent of paying all its indebted-
-30 ness incurred on account of said railroad company,
31 in case, by any action of said railroad company
32 or otherwise, the terms of this agreement shall be
33 in any manner impaired, or there shall be any vio-
-3d lation of the provisions of this act without the con-

-35 sent of the Commonwealth.

1 Sect. 5. Said board of supervisors is hereby
2 directed, as soon as possible after its appointment,
3 upon the application of the New-York and New-
-4 England Railroad Company [and with the consent
5 of the governor and council], to apply and expend
6 of the amounts hereinafter appropriated the sum of
7 four million dollars, or so much thereof as may
8 be necessary to the payment and discharge of all
9 the indebtedness of said company, including the

10 note for two hundred and fifty thousand dollars
11 of the said New-York and New-England Rail-
-12 road Company now held by the Commonwealth,
13 and to the payment and discharge of all exist-
-14 ing mortgages and other debts which are now
15 a lien or encumbrance upon the property of the
16 New-York and New-England Railroad Company,
17 including all encumbrances upon the Hartford,
18 Providence, and Fishkill Railroad, so called, to
19 the end that the New-York and New-England
20 Railroad Company may perfect its title to and
21 acquire the actual possession of all parts of its road,
22 and hold the same subject only to its mortgage to the
23 Boston Safe Deposit and Trust Company, trustee,
24 hereinbefore referred to. Any assignments or re-
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25 leases of any of said mortgages, and all conveyances
2G or instruments in writing, made for the purpose of
27 perfecting the title of the said New-York and New-
-28 England Railroad Company as aforesaid, shall be
29 made to the said New-York and New-England Rail-
•3o road Company; but said supervisors shall stamp upon
31 all bonds or other evidences of debt, at the time of
32 payment thereof, the words, “Held by the New-York
33 and New-England Railroad Company for security of
34 title only; not transferable: ” and the same shall
35 never be transferable by said company.

1 Sect. 6. For the purpose of securing the interests
2 of the Commonwealth in the New-York and New-
-3 England Railroad by providing for the payment of its
4 debts, and the removal of all encumbrances upon the
5 road, except that to be held by the Commonwealth
6 as aforesaid, the treasurer of the Commonwealth is
7 hereby authorized and directed to issue scrip or certi-
-8 ficates of indebtedness in the name and behalf of the
9 Commonwealth to [such] an amount [as will realize a

10 sum] not exceeding four millions of dollars, said scrip
11 to be redeemable January first, in the year nineteen
12 hundred and three, with interest warrants attached,
13 and to be made payable in such places and in such
14 manner as the governor and council shall decide.
15 All said scrip shall be countersigned in such manner
16 as the governor and council shall designate, and
17 the faith and credit of the Commonwealth is here-
-18 by pledged for the redemption thereof; and the
19 sum received from the issue and sale of said scrip
20 is hereby appropriated for the purposes expressed in
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21 this act. All said scrip until the sale thereof, and all
22 the proceeds derived therefrom until disbursed in
23 accordance with the provisions of this act, shall re-
-24 main in the custody of the treasurer of the Com-
-25 monwealth. The governor and council are hereby
26 authorized to take all necessary measures for the
27 preparation of said scrip or certificates of indebted-
-28 ness, and for the sale or negotiation thereof from
29 time to time, with authority to expend such sums
30 of money as may be necessary for the purpose:
31 provided, however , that, before any scrip shall be issued
82 [or any appointment or expenditure made] under the
33 provisions of this act, it shall appear to the satis-
-34 faction of the governor and council that by said
35 appropriation and expenditure the state will secure
36 the removal of all liens or encumbrances on the
37 entire line of road from Boston and Providence to
38 the Hudson River, saving only the mortgage to the
39 Boston Safe Deposit and Trust Company hereinbe-
-40 fore referred to, so that the New-York and New-
-41 England Railroad Company will have a perfect title
42 to and acquire the actual possession of the entire
43 line of road, which may be subject to the mortgage
44 aforesaid; and that said Railroad Company will
45 be able to make the payments referred to in section
46 three of this act; and that said Railroad Company
47 can make valid and binding the agreement set

48 forth in section four of this act. And upon the
49 delivery to the Commonwealth of the agreement
50 mentioned in section three of this act, duly ex-
-51 ecuted and approved, and of the bonds therein
52 referred to, the New-York and New-England Rail-
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53 road Company shall bp released from any obli-
-54 gallon contained in the mortgage to the Boston Safe
55 Deposit and Trust Company, so far as it relates to
56 the now unfinished portion of the road from Water-
-5 7 bury in Connecticut to the Hudson River; and the
58 trustees shall be authorized by the governor and
59 council to discharge from the operation of the mort-
-60 gage that portion of the mortgaged estate.

1 Sect. 7. The stock of the Xcw-York and Xew-
-2 England Railroad Company now owned by the Com-
-3 monwealth is hereby set apart as a sinking-fund,
4 to be held and applied to the payment, at maturity,
5 of the scrip that may be issued by virtue of this Act.
6 And the treasurer of the Commonwealth is hereby
7 authorized, with the approval of the governor and
8 council, to convert the same from time to time, by
9 sale or otherwise, if, in his judgment, it be expe-

-10 dicnt, into some other form of security, to he held'

11 for the purpose aforesaid.

1 Sect. 8. This act shall take effect upon its pas-
-2 sage.
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House of Representatives, April 25, 1878.
The undersigned, a member of the Finance Committee,

after a careful examination of the Report of the Railroad
Committee, and of the testimony upon which that Report
is based, and after a personal examination of the property,
believes it to be for the true interests of the State that the
Bill reported by the Railroad Committee, and contained in
House Document, No. 276, should pass, and so recommends.

MATTHEW BOLLES

(Hmnmcmruealtl) of illaesacfjusette.

MINORITY REPORT.-NO. 2.
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The title of the Nevv-York and New-England Railroad Com-
pany to the property and franchises now held or claimed bj' it is
derived through the Berdell mortgage. The Boston, Hartford, and
Erie Railroad Company were authorized to make the mortgage.
The instrument contained authoritj- to the bondholders, upon fore-
closure of the mortgage, to form a new corporation. The mort-
gage was foreclosed pursuant to its terms, the new corporation
formed in the manner prescribed by the mortgage ; the railroad,
franchises and property, and the rights of the former corporation,
were transferred and conveyed by the trustees under the mortgage,
and released, by the assignees in bankruptcy of the Boston, Hart-
ford, and Erie Railroad, to the new corporation ; and wherever
necessary the authority of the courts in each State sanctioned
the proceeding, and the legislature of each of the States of New
York, Connecticut, and Rhode Island, as well as of our own Com-
monwealth, authorized or ratified the action. Similar legislative
authority was obtained for the making of a mortgage for $lO,-
000,000 by the New-York and New-England Railroad to the
Boston Safe Deposit and Trust Company ; and this latter mortgage
contains full provision for foreclosure in case of breach of the
condition of the mortgage. Under these circumstances, and in view
of the fact that the Commonwealth is so largely interested in the
new corporation, and has, through its proper officers and with
the assistance of able counsel, watched, and in a measure directed,
the proceedings which have led to the result now arrived at, it
would be surprising, if any question could arise to affect the legal-
ity of the organization of the present corporation, or the legal
validity of the new mortgage.

I have read the papers and documents bearing on Ihe case,
including the Berdell mortgage, the legislation in the several
States, the papers relating to the State loan in 1808, the reports
of the Committee on Railroads at the present session, and some

OBSERVATIONS RELATING TO THE PENDING NEW-
YORK AND NEW-ENGLAND RAILROAD BILL.

APPENDIX.



other documents not necessary to enumerate. The Railroad
Ccjmmissioners in their report of this year say (p. 166), “An
impression is understood to prevail among certain of the less
well informed holders of these [Berdell] bonds, that they still
constitute, in some way, a of the new corporation. It is
hardly necessary to say that this impression is wholly erroneous.
The Berdell bonds now outstanding are wholly valueless, except
for conversion into New-York and New-England stock.” The
conclusion of the Commissioners is undoubtedly correct. The
fact of the right to such conversion, however, may be important
for the committee to consider in connection with the provisions
of the bill now under consideration by the committee.

The majority of the committee say (p. 15), “We have provided
a means by which the Commonwealth may hold as security every
bond authorized to be issued by the New-York and New-England
Railroad Company for the fulfilment of an agreement to be made
between the corporation and the Commonwealth, by which the
supervisors shall have absolute veto power upon all actions of
the direetdrs, and the right to attend all meetings of the board.”
The means provided will be found in Sections 1 and 4 of the bill.
The important language of the veto power given in Section 4 is
the condition of the agreement to be made by the company:
“ That no vote or proceeding of the directors of said company
affecting the expenditure of the money herein appropriated, or the
security to be pledged therefor, shall be valid,_or have any force or

effect, if said board of supervisors shall, upon the day of an}' meet-
ing at which the same shall have been passed, or the next subse-
quent day, notify in writing the directors or the president of said
company of their dissent from any such vote or proceeding.” It
may be somewhat uncertain what the construction of the phrase,
‘ ‘ vote or proceeding affecting the expenditure of the money hereby

appropriated,” would be; but I assume that the committee in-
tended to give the supervisors a control over the objects ot expen-
diture, and in fact so far as the road is to be completed, or the

debts of the company paid by the use of this fund, to empower
the supervisors with full authority to direct in regard to the
times, places, and modes of the performance ot the work. In
other words, the bill contemplates taking from the directors a cer-
tain portion of their authority, and changes the form of govern-
ment of the corporation to that extent, and this by means ot an

agreement to be made by the corporation.
I suppose it would not be contended that a railroad corporation

could make such an agreement without special legislation author-
izing it, since the general laws of each State fix the offices, and

S'EW-YORK AND NEW-ENGLAND R.R. [Apr.54
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provide for the management of the corporation. And, as this
corporation is a creature of the laws of four States, any funda-
mental change in its charter would seem to require the sanction
of the legislatures of all. It is quite possible that such sanc-
tion could readily be obtained. It is in this connection that
the rights of the holders of the Berdell bonds become important.
They have a right to become stockholders, and of course to have
their interests protected. I think, however, that such agreement,
if sufficiently authorized by law, could be made by the corporation,
by a vote of those who were stockholders at the time of the vote ;

and that the holders of bonds unconverted could not have any rights
which would enable them to alter or impair the agreement, if they
afterwards become stockholders. The question I suggest is, whether
some special requirement to obtain the sanction of the legislature
of each State should not be inserted in the bill. As I understand
the proviso at the end of the last section of the bill, the duty
is devolved on the Governor and Council, “before any scrip is
issued, or any appointment or expenditure made,” of satisfying
themselves, among other things, “that the New-York and New-
England Railroad Company will have a perfect title to and
acquire the actual possession of said entire line of road;” and

that said Railroad Company can make valid and binding the
agreement set forth in Section 4of this Act.” This language is
broad enough to impose on the Governor and Council the obli-
gation of ascertaining all possible defects in title, of seeing that
thej- are remedied, of deciding all questions as to the requirements
necessary to “ make valid and binding the agreement,” &c. Ido
not mean to intimate that that tribunal is not a proper one to pass
upon these questions. I content myself with pointing out the
facts. I may refer also to the Statutes of 1867, Chapter 284,
Section 2, the Act to aid in the Construction of the Boston, Hart-
ford, and Erie Railroad ; which section commences, “ when it shall
be made to appear to the satisfaction of the Governor and Council
and Attorney-General, that,” &c. Also Sections 6 and 7of said
Act. The operation of that Act was such, that the judgment of
the Governor and Council and of the Commissioners, acting inde-
pendently, and of the Attorney-General, also acting independently,
were all required upon the main points on which the loan was
conditioned. Compare “Papers relating to the State Loan,” Ac.,
1868. The only special duty imposed by the present Act upon
the attorney-general is that of approving the form of the agree-
ments required by Sections 3 and 4 of the Committee’s bill.
Doubtless, in the discharge of his general duties, he would advise
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the Governor and Council on an} - legal question to which his atten-
tion might be called.

The only other question which has arisen with regard to the
legal status of the property or rights of the New-York and New-
England Railroad Company is the question now in litigation
between certain holders of stock in the Hartford, Providence, and
Fishkill Railroad, and the New-York and Nevv-England Railroad.
The most important suit appears to be one now pending in the
Supreme Court of Rhode Island in equitj', although I am informed
that there is other litigation in other States. I call this the most
important, however, because the extent of the claim made by the
complainants is no less than that the agreement, deed, and lease,
whereby the Boston. Hartford, and Erie are supposed to have
acquired title to the Hartford, Providence, and Fishkill Railroad,
subject to certain mortgages, should all be declared void, and can-
celled and annulled ; that the rights and title of the New-York and
New-England Railroad, and of all persons claiming by, through,
or under the said Boston, Hartford, and Erie Railroad Company,
in and to the railroad franchises, rights, and property of the Hart-
ford, Providence, and Fishkill Railroad Company, should be ad-
judged, and deemed to be wholly void, and without force and
effect; and that the present owners and holders of stock in said
Hartford, Providence, and Fishkill Railroad, shall be deemed to
be the lawful owners, and entitled to the possession of the railroad
franchises, rights, and property of said Hartford, Providence, and
Fishkill Railroad, upon redemption of the mortgage thereon, and
may be permitted to redeem said mortgages. They also ask for
an account, and an injunction to prevent the New-York and 'New-
England Railroad from getting possession of said road.

Before proceeding to set forth the grounds on which this claim
is made, it will simplify the question to refer to the instruments
by which the transfer of the rights of the Hartford, Providence,
and Fishkill Railroad to the Boston, Hartford, and Erie Railroad,
was made. These were a deed, a lease, and an agreement. Both
the deed and lease contain a reference to the agreement, and are
made “ subject to the provisions, and to carry out the above-named
contract, to which reference is had for a full description of the
terms and stipulations of the same.” The agreement provides tor
a lease by the Hartford, Providence, and Fishkill Railroad to the
Boston, Hartford, and Erie Railroad, for 999 years; and a deed
subject to said lease from same to same, subject to certain mort-

gages, contains provisions for operating the road while under
lease not necessary to enumerate, requires the purchasing corpora-
tion to deliver, in payment for the estates conveyed, 35,000 shaie»
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of the Boston, Hartford, and Erie fullypaid up, to three trustees,
and contains elaborate provisions in regard to the disposition to
be made of the shares by the trustees. Section 12 of the contract
specifies the manner in which the contract shall be carried into
effect: the contract to be executed in duplicate, the lease and deed
to be signed in duplicate, and with contract in duplicate, and a
certificate of §35,000 shares fully paid up delivered to the trustees
vithin five days from Aug. 28, 1863, the date of the instruments.
Then follow the conditions, upon the fulfilment of which said
trustees “ shall deliver said lease, deed, and one copy of said con-
tract, to the party of the second part (the Boston, Hartford, and
Erie), and one copy of said contract to the party of the first part
(the Hartford, Providence, and Fishkill). The conditions re-
quired the Boston, Hartford, and Erie Railroad to obtain a valid
conveyance of the Southern Midland Railroad Company, and the
Ihompson and Willimantic Railroad Companj", free from any and
all claims, demands, and encumbrances, except an indebtedness
amounting to not over one million of dollars; that the completion
of all unfinished portions of the Southern Midland Railroad, and
all necessary repairs, should also be paid out of said sum of
$1,000,000 ; that, to pay for said purchase, no more than 50,000
shares of the stock of the Boston, Hartford, and Erie, has been or
shall be paid, and no greater sum than $5,000,000 has been
or shall be agreed to be paid (excluding said indebtedness of
$1,000,000), and a certain certificate of the facts delivered to the
trustees, and certain certificates of cashiers that the stockholders
of the Hartford, Providence, and Fishkill, had received the sums
deposited to pay for the stock. Section 13 provides, that, in case
of the issue of any shares in the Boston, Hartford, and Erie, exceptthe 50,000 and the 35,000, and other than stock issued at par, and
paid for in full, the trustees should have || of the stock. Section
15 is a stipulation that the lease and deed are taken upon the
understanding that the Hartford, Providence, and Fishkill Rail-
road do not guarantee the sufficiency of the conveyance, or that
the} - have any legal power to make the instruments, with further
provisions to prevent the liability of the officers, agents, or stock-
holders.

The Act of Rhode Island, authorizing the Boston, Hartford, and
Erie to lease or purchase connecting roads, was passed June
25, 1863. Section 9 provides, that if said company shall not
organize and expend money in constructing said road, to the
amount of $2,000,000, before the 4th of July, 1866, then the
tights, franchises, and powers of said company shall be null and
void.
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It may be as well, in this connection as elsewhere, to state that

the Act of Rhode Island ratifying and confirming the action of the
Berdell bondholders in forming the New-York and New-England
Railroad Company was passed in May, 1873. In Section 3of that
Act the original draft appears to have been modified by inserting
the words “their right, title, and interest in and to,” and again,
in Section 4, by the same amendment; so that Section 3, as modi-
fied, empowers said new company, upon paying the mortgage
liabilities and certain minor expenses, “to take a conveyance by
deed, from the trustees under said mortgage, of all their right, title,
and interest in and to the railroad, property, premises, estate,
and franchises held by them under said mortgage, as is therein
provided; and thereupon all the rights, powers, and franchises
legally vested in the Boston, Hartford, and Erie Railroad Com-
pany, shall enure to and vest in the New-York and New-England
Railroad Company: provided, however, that nothing in this Act

contained shall impair any claim, right, or title which has been

obtained, or is held by any person or other corporation.
The words “legally vested in” are substituted for the words

“ heretofore granted to or held by,” in the printed diaft oi the

bill; and the proviso is added in writing. Section 4 contains the
authority to the New-York and New-England to mortgage “its

right, title, and interest in and to ” its railroad property and fran-

chises in a sum not exceeding ten millions of dollars. It does not

contain any provisions or restrictions in regard to the persons or
corporations who may take the mortgage, nor the powers or duties
of the mortgagee. In this respect the Act differs from that of Con-
necticut, which provides that “said mortgage may be made to

such persons, in trust, for the security of the bondholders, as said

corporation may appoint; and from the New-York statute, which

permits the corporation to “mortgage its railroads, property, and
franchises in any manner not inconsistent with the laws of this

Slate and from the Massachusetts statute, which fixes the cor-

poration that is to take the mortgage, and confers upon it the

necessary powers to foreclose. It may, therefore, be fairly interred

that the legislature of Rhode Island had in view, in carefully

guarding the language of their Act, some controverted question of

right, with the decision of which it did not wish to interfere. 1

am informed, also, that the Supreme Court of Rhode Island, when

rendering its decree ordering the trustees under the Berdell mort-
gage to convey the mortgaged property to the New-York and New-
England Railroad, made a reservation that nothing container m

the'decree should be construed to affect or impair in any way or

manner the right of any person or corporation claiming o io c
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stock, whether common or preferred, in the Hartford, Providence,
and Fishkill Railroad Company. The provision in the statute and
the reservation in the decree are referred to, not as indicating that
an}

- rights exist as against the rights of the New-York and New-
England Railroad, but simply as recognizing the existence of
claims the validity or extent of which are left to the ultimate
decision of the courts.

I come now to the grounds of the claims made by the parties
who bring the bill. For present purposes these parties may be
treated as the holders of 3,248 shares of the common stock, and
1,673 shares of the preferred stock of the Hartford, Providence,
and Fishkill Railroad, while the respondents, the New-York and
New-England Railroad, are the holders of 12,131 shares of com-
mon, and 3,327 shares of the preferred stock of the same corpora-
tion. The value of the shares held by the petitioners, at the rate
fixed by the contract, would have been $65,940. Flow far this lat-
ter fact is material would depend upon the view taken by the court
of the relief which should be afforded to the petitioners, supposing
they are entitled to any. The bill sets forth that the trustees
under the mortgage of the Hartford, Providence, and Fishkill
Railroad took possession of said road and equipment in January,
1858, and are still in possession ; sets forth the incorporation of
the Boston, Hartford, and Erie, and the contract and deeds before
referred to, and the stipulation in regard to the Southern Midland
Railroad; alleges that the indebtedness on said property was, and
was known to the stockholders, directors, and committee of the
Boston, Hartford, and Erie to be, more than $1,000,000 ; that the
completion of said road, and the other expenditures required by the
stipulation, could not be done with any 7 funds remaining out of said
million dollars, a fact also known to said Boston, Hartford, and
Erie, its officers and committee; that said Boston, Hartford, and
Erie actually expended more than $2,000,000, after Aug. 28, 1863,
in payment of the mortgage and other liens on said Southern
Midland Railroad Company, and in construction and repair of the
same ; asserts the ignorance of the stockholders, directors, and offi-
cers of the Hartford, Providence, and Fishkill, of the actual state of
facts, and that they required the insertion of the condition in the
contract of Aug. 23, 1863, “ as the foundation of the obligations
entered into by said Hartford, Providence, and Fishkill as con-
tained in said written paper ;

” avers the untruth of the statements
referred to, that they were made by said Boston, Hartford, and
Erie with knowledge of their untruth, and thereby the Hartford,
Providence, and Fishkill were deceived into executing the contract.
The petitioners further aver that the Boston, Hartford, and Erie
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issued in all 250,000 shares of stock at from 5 to 25 dollars a share,
and that no portion of the excess of the same over 85,000 shares
was ever delivered to the trustees ; that George M. Bartholomew,
one of the trustees of the 35,000 shares of stock, was president
of and a director in theBoston, Hartford, and Erie, until September,
1866, and a director until 1869, and also a director of the Hart-
ford, Providence, and Fishkill, and was in conspiracy with the
directors of the Boston, Hartford, and Erie to defraud the
holders of stock in the Hartford, Providence, and Fishkill; that
the question of the amount of stock deliverable to the trustees of
the stockholders of the Hartford, Providence, and Fishkill, was
referred by the directors of the Boston, Hartford, and Erie to
Thomas E. Graves, their counsel, who informed some of the
directors that he was about to decide that the issue and delivery
of stock to said trustees must be based on the whole issue and
sale of stock by said Boston, Hartford, and Erie Eailroad Compa-
ny ; that his decision was withheld by procurement of the officers of
said Boston, Hartford, and Erie; and that there should have been
delivered to said trustees, between Aug. 28, 1863, and December,
1869, 90,000 shares of the stock of the Boston, Hartford, and
Erie, but none were delivered ; that it was the purpose and design
of the Boston, Hartford, and Erie, and of its officers, to conceal
the issue of its stock from the shareholders of the Hartford, Provi-
dence, and Fishkill Railroad Company, and to fraudulently keep and
use the same for the benefit of the stockholders and officers of the
Boston, Hartford, and Erie Eailroad, and also with the design to
escape the fulfilment of the contract of Aug. 23, 1863, charges
fraud in this connection to the Boston, Hartford, and Erie, and
Bartholomew. The bill also avers that the organization of the
Boston, Hartford, and Erie was illegal; that the pretended sub-
scriptions to its capital stock were made on the understanding that
no payments should ever be called for, and never were in fact paid,
and no shares were issued on said subscription ; that this was done
to deceive the public, and especially the stockholders in the Hart-
ford, Providence, and Fishkill, and to give the Boston, Hartford,
and Erie the appearance of being a company started on a sound
financial basis ; that the stockholders of the Hartford, Providence,
and Fishkill, believed the subscriptions were actual, and, because
of that belief, were greatly influenced to make said deed and
lease.

The petitioners claim to be able to prove said facts, and that the
organization of the Boston, Hartford, and Erie was made in fraud,
and so never had a legal existence ; and that all its acts and pro-
ceedings done with said Hartford, Providence, and Fishkill Rail-
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road Company, shall be set aside, and held to he void. The bill
also sets forth the transactions bj 1 whicl he New-York and New-
England claims its interest in the property, and asserts a want
of power of the corporations who were parties to the contract of
Aug. 28, 1863, to make the same, and that the meetings of the
Hartford, Providence, and Fishkill, were unauthorized and irregu-
lar, and that f there were ever any force in the conveyances to
the Boston, Hartford, and Erie, thej- became void by the failure of
that corporation to fulfil the conditions of the contract.

The bill was sworn to Dec. 31, 1875 ; on May 18, 1876, a plea
was filed to the jurisdiction of the court, for the reason that there
was already pending in the Circuit Court of the United States for
the District of Rhode Island a suit in equity commenced by the
assignees in bankruptcy of said Boston, Hartford, and Erie, against
all parties who had then asserted any right or interest in the equity
of redemption of said Hartford, Providence, and Fishkill Railroad ;

that the complainants in the suit in the State Court (who are not
parties to the suit in the Circuit Court) should assert their claims
by proper proceedings in the latter court, unless sufficiently repre-
sented by the Hartford, Providence, and Fishkill Company, which
is a party defendant in the suit in the Circuit Court. No hearing
has been had on this plea, and as yet no means are at hand for
ascertaining the truth or untruth of any of the allegations of facts
upon which the charges of fraud in the inception of the contract
of 1868 are based. There is no doubt, however, that the present
management of the New-York and New-England Railroad Com-
pany contend very strenuously that there is no foundation what-
ever for any of the charges against the Boston, Hartford, and
Erie contained in the Bill in Equity, and also insist, that, if any
irregularity existed in the making of the original purchase, it
cannot avail these complainants in this suit, or impair the title or
right of the New-York and New-England Railroad vested in them
through contracts and legal proceedings ratified by the legislature
of Rhode Island, and enforced in the courts of that State. But
the decision of that question must be left with the courts in which
the suits are pending. If my opinion were ever so strong on one
side or the other, the fact that here are serious questions in litiga-
tion would not be changed. I can only say, that, as the matter
stands, the questions involved in this suit will be among those loft
to the Governor and Council by the proviso at the end of the last
section of the pending bill. Those officers will have to be sat-
isfied that the pendency of either or all of the suits will not prevent
the New-York and New-England from having “ a perfect title to,
and ‘acquiring’ the actual possession of, said entire line of road”
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or else they will be bound to wait, before authorizing the issue of
scrip, until the decision of their suit by the courts. The advocates
of the bill undoubtedly rely on this discretionary power conferred
on the Governor and Council, to obviate all the objections to which
the existence of this litigation might otherwise give rise.

I have not failed to attend to the suggestion of the Railroad
Commissioners in their report (House Document 276, Appendix,
page 167), that “ the original commissioners appointed under the
Boston, Hartford, and Erie Loan Act of 1867, among whom, it
will be remembered, were the Hon. GeorgeT. Bigelow and Ex-Gov-
ernor Emory Washburn, had their attention called to this claim,
but do not appear to have thought it worthy of serious considera-
tion.” I have gone over the report and the supplementary report
of these Commissioners, whose authority on any question of law
submitted to them would command the respect of all. Their
report was made in 1868. So far as the present suits raise any
questions of the powers of the respective corporations to make
the instruments of Aug. 28, 1863, of the sufficiency of the
Statutes to confer such power, or of the formal legality and
regularity of the action of these corporations, I have no doubt
that these Commissioners examined these questions, and came to
the conclusion “ that the Boston, Hartford, and Erie Railroad Com-
pany have a good title to the franchise and railroad, as described
above, between Boston and Fishkill, and Providence and Fish-
kill.” That these were the questions considered, 1 infer from
their first letter to Governor Bullock, pp. 10, 11, 12 (Papers re-
lating to the State Loan, 1868). There was also one other ques-
tion considered, viz., that of the claim of the owners of preferred
stock in the Hartford, Providence, and Fishkill on the Boston,
Hartford, and Erie Railroad. The nature of the claim is not fully
set forth by the Commissioners; but I understand that it was a
claim that the holders of this preferred stock had a lien on the
Hartford, Providence, and Fishkill at the time of the execution of
the instruments of August, 1863, and that the Boston, Hartford,
and Erie took the property, subject to said lien, and of course that
the Berdell mortgage was subject to it. lam informed that this
suit is not yet out of court; but lam very confident this was the
claim which the Commissioners “ do not appear to have thought
worthy of serious consideration.”

I cannot find any evidence that these Commissioners considered
the other claims set up in the present suit. They arise from cer-
tain alleged facts first set up in December, 1875, and alleged by
the complainants to have been unknown to themselves until about
that time. In saying this, Ido not wish to be understood as im-
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plying even any opinion on the merits of the case. It is unne-
cessary that I should do so. I may say, however, that the whole
course of the sister States in dealing with this railroad should
inspire us with confidence that the rights of Massachusetts in the
premises will be carefully preserved both by their courts and their
legislatures.

In the interest of the bill the proviso may require some modifi-
cation. The intention I take to be, that, before any scrip is issued,
the Governor and Council shall be satisfied that it will be safe to
make the whole loan, and that, by7 the whole appropriation and
expenditure, certain results will be insured ; not that these results
will be secured by the first expenditure merely. It is a question
of phraseology merely 7.

Time for construction of road in New York expires Oct. 30,
1878 ; in Connecticut, June 24, 1882.
I know of nothing else to which my examination of this matter

leads me to call the attention of the committee. lam under great
obligation to the officers of the New-York and New-England Rail-
road Company for their kindness in furnishing me with documents
and facts to aid my7 inquiry 7.

Wm. W. Warren.
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SUPPLEMENTARY NOTE.

It may seem that the Committee on Finance, while reporting
back to the House the bill submitted by a majority of the Joint
Committee on Railroads, and referred to them, entitled “An Act
to secure the Interests of the Commonwealth in the New-York and
New-England Railroad,” should suggest something more than a

mere recommendation that this measure should be rejected. The
matter is one in which the Commonwealth has a heavy pecuniary
interest; and it is of the utmost importance that it should, if
possible, be now, once for all, finally disposed of. If it is not so
disposed of, we feel assured that it will, hereafter as heretofore,
return again and again as both a disturbing and corrupting in-

fluence in legislation. A merely negative course, therefore, is
not sufficient. Some positive policy should, if possible, be

adopted.
The Commonwealth now has a large interest in the New-York

and New-England Railroad : it is, in fact, the heaviest stockholder
in that company. Its interest is one which it is the duty of the
legislature to protect; and it is now proposed, that, in order to

protect it, this interest should be well-nigh tripled. It is diffi-
cult to see the matter in any such light. Other and private
parties are also interested in that corporation. Those parties,
actuated solely by the recognized business principles which guide
the investments of business-men, do not, and cannot be induced
to, make the additional investment now strenuously urged on

the Commonwealth. There is little doubt that the members
of this legislature, in their private capacities, could not, under
similar circumstances, be induced to make it. For this reason

it is hard to see why the Commonwealth should make it. Put

in this way, the question is simply: What would be the best
course for members of the legislature to pursue if they were in the

position in which the Commonwealth now is, individually the

largest stockholders in a railroad corporation circumstanced like
the New-York and New-England?

APPENDIX.
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This is a corporation, with twenty millions of nominal capital
and two millions of actual debt, operating 139 miles of completed
road, and owning 65 miles of uncompleted road, with a right, on
payment of certain sums of money, to the possession of 123 miles
more of completed road. It has no terminal facilities of its
own, an insufficient equipment, and, to say the least, inadequate
means of properly handling that through business, the hope of
which was the great inducement held out to the Commonwealth to
aid in its completion. So far as this State is concerned, the road
serves, in common with theBoston and Providence, a narrow district
of country lying between the Old-Colony Railroad on the south-
east and the Boston and Albany on the north. While serving the
same district, these companies do not anywhere compete within
the State: without it, they compete for Western traffic, and for
that, as is well-known, only until a traffic combination, which the
weaker company is always pressing on the stronger, can be agreed
upon. Meanwhile they constitute two separately weak
parts of one strong, united whole. The New-York and New-
England has a great many miles of road, and no terminal facili-
ties : the Boston and Providence has most costly terminal facilities,
and very few miles of road to support them. Each has to sustain
an expensive staff of general officers, either of which could man-
age both properties as well as it now does one of them. Neither
the rolling-stock nor the agencies of the two roads can be used in
common ; and they pass their time in contending and struggling
with each other, rather than in doing the business of the public.

Under these circumstances it appears veryclear, that, if individ-
uals owned the State’s interest in one of these corporations, they
would, before sinking fresh money in it, devote their efforts to bring-
ing about a co-operation between it and the other. This is the
course that any large capitalists or good business-men would pur-
sue. If the two could be united, they would make one corporation
strong enough to accomplish every result which could be hoped
for from any additional aid from the State, and even much more.
Not only, if they thought expedient, could they extend their tracks
to the Hudson, but they would have the equipment and the ter-
minal facilities to accommodate the business which it is hoped those
extended tracks will bring. It might confidently be hoped, there-
fore, that the united corporation, being able to take care of itself,
would be under no further inducement to perpetually importune the
State to take care of it.

The idea of such a combination as is now suggested is not new.
It was referred to in the individual report mafic by the chairman
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of the Railroad Committee on the part of the House, accompanying
the bill referred to this committee. The objection has, however,
usually been made to it, that, though in many respects obviously
desirable, it was not practicable, as it presented no inducements
for the stockholders of the Boston and Providence road to enter
into it. After careful consideration it is apparent that this is
very far from being the case. It is, on the contrary, quite as
much for the interest of the Boston and Providence stockholders
to consider it as it is for those of the New-York and New-
England, including the Commonwealth, or for the public. That it
is for these last is easily shown. Through the consolidation —-

resulting as it would in one strong, solvent line, well equipped,
amply provided with terminal facilities, able both to invite business
and to do it the public would get those advantages which only
thoroughly-developed railroad corporations can bring to it. This
point it is unnecessary to dwell upon. All experience, here and
elsewhere, proves it. So far as the State as a stockholder is
concerned, the case is hardly less clear. In the first place, it has
no business to be a stockholder at all. Being so, however, it is
for its interest to be a stockholder in a solvent company, able to
take care of itself, rather than a fostering capitalist to a bankrupt
enterprise of no matter how great expectations. This last is what
it now unfortunately is. Therefore, if it can transfer its present
interest to one consolidated company, w'here it will be worth some-
thing, it is surely better for it to do so than to treble that interest
on a “double-or-quits ” speculation. Finally, as respects the
Boston and Providence Road. The present position of that com-
pany is one far from being perfectly satisfactory to its stock-
holders. The pressure of the New-York and New-England Road
is felt very severely by it, as is clearly shown by its decreased
dividends. For ten years before 1876, that company had annually
paid dividends of ten per cent. It now pays six, with no immedi-
ate prospect of any increase. Should the New-York and New-
England get control of the Hartford, Providence, and Fishkill
Road, the Boston and Providence would lose one of its most valu-

able feeders, while its freight business to and from Providence
would be competed for even more actively than it now is, necessi-
tating at last a pooling arrangement, on its part, upon terms proba-
bly far more disadvantageous than those which are now open to
its acceptance. All these difficulties a consolidation of interests
might easily' be made to avert. On the other hand, the economies
effected through such a consolidation rvould of themselves suffice
to pay a reasonable dividend on the stock of the united company'.

In view of the large amount of the New-York and New-Engiand
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stock owned by the Commonwealth, before recommending any
course of action in this matter, it would seem proper to consider
if there is indeed any practical basis upon which a consolidation
might be effected. To be satisfactory, it must, of course, amply
and clearly provide for the interests of all. No one could be
asked, through the change, to accept a worse position than is
now occupied. The very great economies which would be effected
through a consolidation make it perfectly feasible to bring this re-
sult about. The stockholders of the Boston and Providence Road
would secure beyond all question every thing they now have, with
a better future prospect than they can reasonably look forward to
by holding their independent position. The stock of the New-
Pork and New-England, if not made at once dividend-paying,
could be appreciated in value by being made to earn a dividend
which might be applied to the development of the property.
Meanwhile the Commonwealth would have its advantage in being
relieved from all danger of further calls for assistance, while its
present investment would have a real and constantly increasing
value, with a prospect of becoming ultimately a considerable
source of income.

The terms of any consolidation through which these results
would be brought about must necessarily be arrived at as the
result of discussions between the contracting parties. The aid
of a board of disinterested arbitrators would probably have to be
invoked. To show, however, that they might be arrived at,
the following scheme is presented, not as being in all its de-
tails approved, but simply as one prepared by the Board of Rail-
road Commissioners after careful consideration, and as being in
itself plausible, and apparently filling all the requirements of the
case. It is to be taken simply for what it is worth, as one of
many suggestions made to the committee in the course of its
hearings.

1. The stock and debt of the Boston and Providence Railroad Company,
amounting to $5,000,000, to be placed in a six-per-cent bond of the con-
solidated company, secured by a mortgage on the present property of the
Boston and Providence Railroad Company.

“2. The debt of the Hartford, Providence, and Fishkill Railroad Compa-
ny, amounting to $2,000,000, to bo placed In a six-per-cent bond of the
consolidated company, secured by a mortgage on the present property of the
Hartford, Providence, and Fishkill Railroad Company.

“3. The present debt of the New-York and New-England Railroad Com-pany, including the underlying bonds, amounting in all to $2,000,000, to beplaced in a six-per-cent bond of the consolidated company, secured bya general mortgage on its property, the total amount of which would liefixed by vote of the company.
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“4. The stockholders of the Boston and Providence Railroad Company
to receive $1,600,000 in stock of the consolidated company, and the stock-
holders of the New-York and New-England Railroad Company, and the
holders of the outstanding Berdell bonds to receive §10,000,000 in stock of
the consolidated company.

“On this basis, one property the Boston and Providence would be
represented in the consolidation by $5,000,000 of mortgage bonds and
§1,600,000 of capital stock; the other property,—the New-York and New-
England, and Hartford, Providence, and Fishkill, —by $4,000,000 mortgage
bonds and §10,000,000 of capital stock. The consolidated company thus

formed would then own 324 miles of main track, 58 miles of it being double
track, or in all 382 miles of single track, not including sidings, with ample
rolling-stock and terminal facilities, which would be represented by:

Capital stock §11,600,000
Six-per-cent mortgage bonds 9,000,000

A total liability of ....... $20,600,000

“Upon this there would have to be provided annually from the earnings
of the company the sum of §540,000 for interest: the balance of the net
earnings.would then be applicable to dividends upon the stcfck.”

Finally, while submitting herewith a bill simply permissive in
form, authorizing the two companies to effect the consolidation sug-
gested, it may be said that the legislature is in a position to prac-
tically compel this action on their part, should it so desire. It is in
fact master of the situation. On the one hand, the Commonwealth
owns a majority, at any rate a controlling interest, in the New-York
and New-England stock. It can make and unmake the board of di-
rection of that company, and can vote its stock as it sees fit. In any
event it can refuse any further pecuniary assistance to that corpo-

ration ; and from no other source do its officers even profess to be

able to get that assistance, except at rates which would effectually
destroy the whole prospective value of its stock. This company,
therefore, can hardly do otherwise than accept any line of policy
which the Commonwealth may lay down for it. Neither, for reas-
ons which have already been pointed out, is the Boston and Provi-
dence Company in any position to disregard the recommendations
of the legislature. Should it do so, it might hereafter become
necessary for the State to protect its present interest in the New-
York and New-England Road by extending to it the financial aid
which it now declines to give ; a course which could hardly fail to

result in great and lasting injury to the Boston and Providence.
It only remains to be said, that, of the two properties affected by

the proposed consolidation, one lies in the States of Massachu-
setts and Rhode Island, and the other, in Massachusetts, Rhode
Island, and Connecticut. The unfinished extension ot the New-
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York and New-England in the State of New York does not, in this
connection, need to be considered. Interests in Massachusetts
and Rhode Island alone would, therefore, be affected ; and the
committee think that there can be no question whatever, that, if
the two corporations can be brought heartily together on any plan
of consolidation, the assent to it of the State of Rhode Island
could be readily secured.

Doubtful whether it is within the province of the committee to
report a bill upon this subject, the accompanying bill is submitted
for such consideration as its importance may suggest.
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In the Year One Thousand Eight Hundred and Seventy-Eight.

AA act
To incorporate the Boston, Providence, and New-York

Railroad Company.

Be it enacted hy the Senate and House ofRepresentatives
in General Court assembled, and hy the authority of the
same, as follows:

1 Sect. 1. The Boston and Providence and the
2 New-York and New-England railroad corporations,
3 at any time within the period of one year from the
4 passage of this act, at meetings duly called to con-

-5 sider the question of consolidation, may, by vote of a

6 majority in interest of the stockholders present and
7 voting at such meetings, agree to unite and consoli-
-8 date the said corporations, upon terms to be fixed by
9 commissioners to be appointed by the supreme judi-

-10 cial court, unless said corporations shall otherwise
11 agree upon such terms as hereafter provided; and

12 such votes so passed by said corporations respectively
13 shall he effectual to unite and consolidate the said

14 corporations within the intent and meaning of this
15 act.

€ommomocaltl) of iilassacljusctte.
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1 Sect. 2. If. within three months from the pass-
-2 ing of such votes, as provided for in the preceding
3 section, said corporations shall not agree upon
4 the terms of such consolidation, either of said
5 corporations may petition the supreme judicial court
6 for the appointment of three commissioners to fix
7 and determine the terms and conditions of such
8 consolidation, including the extent to which those
9 holding stock in either of the component corpora-

-10 tions shall be entitled to vote thereon at the first
11 meeting of the consolidated corporation, and also
12 what amount, whether in money or in the stock or
13 other securities of the consolidated corporation, shall
14 be paid or given by said consolidated corporation to
15 the stockholders of either of said original corpora-
-16 tions, as the same existed at the time of such consoli-
-17 dation, in exchange for or in order to equalize the
18 value of the stock of said corporations; and, upon
19 due notice, said court shall appoint such commis-
-20 sioners, the award of whom, or a major part of
21 whom, being made and confirmed by said court,
22 shall be final; and the court shall enter such order
23 or decree as may be found needful to carry into
24 effect such award so confirmed. Said corporations
25 shall continue distinct and separate after the passage
26 of the votes aforesaid, so far as may be necessary to
27 make the settlement or otherwise fix the terms of
28 consolidation above provided, and carry into effect
29 the award of said commissioners, and the decree of
30 the court confirming the same.

1 Sect. 3. If any such consolidation takes plane
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2 as is provided in the first and second sections of this
3 act, the corporation so formed shall have, hold, pos-
-4 sess, and enjoy all the powers, privileges, rights,
5 franchises, property, claims, demands, and estates,
6 which, at the time of such union, may be held and
7 enjoyed by either of the said existing corporations,
8 and be subject to all the duties, restrictions, obliga-
-9 tions, debts, and liabilities to which, at the time of

10 the union, either is subject in severalty; and all
11 suits at law or in equity, and all proceedings before
12 any tribunal which may be pending, to which either
13 corporation shall be a party, may be prosecuted and
14 defended by the company hereby authorized, in the
15 same name, in like manner, and with the same

16 effect, as might have been done had such union not7 O

17 been formed. All claims, contracts, rights, and
18 causes of action, of or against either corporation, at
19 law or in equity, may be enforced by suit or action,
20 to be commenced and prosecuted by or against the
21 corporation formed as aforesaid.
22 And the said existing corporations shall continue
23 corporations for the purpose of prosecuting or de-
-24 fending any suit or proceeding at law or in equity,
25 or otherwise now pending, or which may hereafter
26 he brought by or against either of them out of this

27 Commonwealth.

1 Sect. 4. The first meeting of the corporation
2 hereby authorized shall be called by the presidents
3 of the two corporations composing its parts, or either
4 of them; and of the time and place of said meeting
5 ten days’ notice shall be given by publication in two
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6 newspapers in the city of Boston, one in the city of
7 Providence in the state of Rhode Island, one in the
8 city of Hartford in the state of Connecticut, and two
9 in the city of New York in the state of New York ;

10 and, at the said meeting, persons holding stock in
11 either of the component corporations shall be enti-
-12 tied to vote in the manner and to the extent pre-
-13 scribed in the award of the commissioners as pro-
-14 Added in the second section of this act. The officers
15 respectively of the said corporations shall continue
16 to exercise, in behalf of the said united corporations,
17 all the rights and poAvers Avhich they noAv exercise
18 till the united corporations shall be organized.

1 Sect. 5. After the organization of the corpora-
-2 tion formed as aforesaid, each of the said existing
3 corporations shall continue, for the purpose of per-
-4 fecting the said union, and doing all such acts
5 and things, if any, as may be necessary therefor; and
6 shall execute all such transfers, assignments, and
7 conveyances as the corporation formed as aforesaid
8 may deem necessary or expedient to vest in itself
9 any property, estates, contracts, rights, or claims, if

10 any there be, which do not vest in it by virtue or
11 authority of this act.

1 Sect. 6. The corporation formed as aforesaid
2 shall be called the Boston, Providence, and New-
-3 York Railroad Company, and shall have all the
4 powers to hold and to purchase all land necessary
5 for the enlargement of its terminal facilities hoav

6 belonging by law to either of the component cor-
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7 poiations of which said consolidated' corporation is
® f°imed; and may have an amount of capital stock
9 equal to fifteen millions of dollars, with a right from

10 time to time to increase the same in the manner
11 and for the purposes provided by law, in amount
12 not to exceed the present authorized capital stock of
13 the two corporations.

1 Sect. 7. For the purpose of enabling said con-
-2 solidated corporation to take up and discharge any
3 and all liens and encumbrances existing upon said

■4 railroads, and upon any portion thereof, and to per-
-5 feet their title therein, to complete said railroads,
6 to purchase and provide terminal facilities, and to
7 properly equip and maintain said roads, and to carry
8 out any conditions of consolidation which may be
9 prescribed in the award of the commissioners, or may

10 be agreed upon by the component corporations, as
11 provided for in the second section of this act, the
12 said consolidated corporation may mortgage its rail-
-13 roads, property, and franchises, or any part thereof,
14 in a sum not exceeding fifteen millions of dollars;
15 provided that the outstanding stock and all liabili-
-16 ties of said consolidated company under the terms
17 of its consolidation, and for the purpose of effecting
18 the same, shall not, at the time thereof, exceed
19 twenty-five millions of dollars.

1 Sect. 8. The number of directors of the consoli-
-2 dated corporation authorized by this act shall not
3 exceed eleven, two of whom shall be directors on the
4 part of the Commonwealth, to be appointed by the
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5 governor and council as soon as mav be after theO •

6 terms of consolidation are agreed upon. One of
7 the said directors shall be appointed to serve for one
8 year, and one to serve for two years ; and each year
9 thereafter one shall be appointed to serve for two

10 years.

1 Sect. 9. If any such consolidation takes place as
2 is provided for in this act, the governor is hereby
3 authorized and required to surrender to the consoli-
-4 dated corporation all the stock of the New-York
5 and New-England Railroad Company now the prop-
-6 erty of the state, and to receive therefor, in ex-
-7 change, stock of the consolidated corporation to an
8 amount which shall be fixed by the award of the
9 commissioners provided for in the second section

10 of this act, regulating the basis upon which the
11 stock of the New-York and New-England Railroad
12 Company shall be exchanged for the stock of the
13 consolidated corporation.




