
HOUSE....No. 406.

(Eommomucnltl) of illas5cul)usctts.

House of R epresentatives, May 9,1870.

The undersigned, a majority of the Committee on Railways, to 
whom was committed the petition of the Boston, Hartford 
and Erie Railroad Company for aid in completing its road to 
the Hudson River, together with various papers relating 
thereto,

R E P O R T :

That the distribution of official documents relating to the 
Boston, Hartford and Erie Railroad Company, including the 
Report of Testimony, discharges your Committee from the 
necessity of making a detailed report.

An examination of the Report of Testimony discloses an ex
haustive mass of evidence, secured by the widest range of in
vestigation, and to a great extent responsive to the inquiries of 
counsel zealous and able in the maintenance of antagonistic 
positions. It is to some extent a volume of extremes and con
tradictions, and while the testimony it records is to a high de
gree valuable, your Committee have been forced occasionally to 
extricate themselves from it rather than attempt to use it.

Gentlemen familiar with the management of railroads, and 
with equal means of information, have presented widely dif
ferent estimates of the probable business of the Boston, Hart
ford and Erie Railroad, and in this respect they are on the samo
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footing with those who have claimed no knowledge as experts. 
The mathematical calculations of engineers, representing the 
Commonwealth, using the same bases of comparison, exhibit a 
positive difference of results as to its mechanical advantages or 
disadvantages. Attention is led to these variances, not to indi
cate any want of worth in the testimony, but to expose the fact 
that the whole business of railroading has far to advance before 
it reaches the domain of science, and that your Committee have 
been compelled, in a measure, to lean upon their observations 
of the growth, progress and services of railroads in the past, 
and trust to their own translations of the future.

It is to be lamented that the testimony touching the manage
ment of the company stands out prominently from the pages of 
speculations on other points, enforcing conclusions in which 
your Committee are unanimous and which the legislature must 
have anticipated.

The spectacle which the company now presents to the Com
monwealth is a sufficiently effective criticism of its manage
ment. Losses form a characteristic feature of its accounts, and 
an issue of Berdell bonds to the amount of upwards of $2,000,- 
000 has been permitted, in direct violation of a trust requiring 
their retention in the hands of the trustees.

In 1867, this company was a petitioner for “  aid in the com
pletion of its railroad to the Hudson River,”  and after a full 
hearing upon the petition, a committee unanimously signed a 
report, discussing at length the questions arising in a broad ex
amination, and particularly the characteristics and advantages 
of the projected railroad, and closing as follows : “  Your Com
mittee have given the subject a careful and mature deliberation, 
and we arrive at the result that, in whatever aspect we view the 
petition, its request seems a reasonable one, and that the State 
cannot afford to deny its prayer.”  This report was accepted by 
the legislature, and the endorsement of its arguments in favor 
of the great enterpi'ise will be found in “  An Act to aid the 
construction of the Boston, Hartford and Erie Railroad,”  ap
proved May 27, 1867. Another and recent recognition by the 
Commonwealth of its importance is found in “  An Act in addi
tion to an Act to aid the construction of the Boston, Hartford 
and Erie Railroad,”  approved less than a year ago.
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In the fulness of the present investigation, your Committee 
have been invited to consider anew the merits of this railroad, 
and in a certain sense review the judgment of the representa
tives of the Commonwealth recorded in previous legislation. 
This line of railroad is to extend, through a thrifty territory, 
directly from Boston to the Hudson, there finding Western and 
South-western connections of vast extent, influence and im
portance, and the encouragement of projected railroads prom
ising great benefits.

It is to make a connection by which Boston will be twenty- 
five miles nearer New York than it is by the Boston and Albany 
Railroad.

It has secured ample and valuable real estate for the accom
modation of a heavy business.

Your Committee can give no shelter to a doubt that over a 
new avenue of this character an extensive traffic must be 
drawn ; that it cannot fail to create and increase an independ
ent business of its own, and enliven the commercial interests of 
the Commonwealth. This opinion, it is believed, is sustained 
by tlje weight of evidence submitted in the hearings.

Through the Acts referred to, the Commonwealth has a pecu
niary interest in this railroad to the amount of millions. The 
company now presents an unfinished railroad, a startling 
account of loss and waste, a floating debt of about eight mil
lions to be satisfied out of a treasury containing ten dollars and 
one Berdell bond— and asks for more aid. It is helpless. The 
work has been deserted from failure of means, and a well-built 
track of railroad is now the subject of rapid waste. The secu
rities held by the Commonwealth have suffered serious depreci
ation, and this misfortune is shared by many citizens. This 
condition of affairs has devolved upon your Committee an 
extraordinary responsibility. They early determined that the 
interests of the Commonwealth will be best served by such 
prompt, vigorous and thorough action as shall make good its 
securities, and render absolutely certain the completion of the 
railroad upon which it has spent much, from which it has 
hoped much, and realized nothing but disappointment. Their 
deliberations upon the measure to be submitted to the legisla
ture have been protracted and careful.
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Reckoning the cost of the railroad in money and in stock and 
securities, at their par value, with the addition of debt, we 
should find an outlay per mile upon which the earnings must 
be enormous to render adequate returns. But the judgment 
of the legislature is to be directed to its value as a security for 
a certain amount.

Upon that portion of the railroad from Providence to Water- 
bury is an underlying mortgage for $2,055,000, with a sinking 
fund amounting to $240,000. Upon other portions of the rail
road are underlying mortgages to the amount of $465,600. 
Under the Berdell mortgage, covering the whole railroad, 
bonds have been issued to the amount of $20,000,000.

The bonds have been taken by the Commonwealth, at their 
par value, as security for $3,600,000 of scrip. Their market 
value is about four-tenths of their face, and in the unfortunate 
position of affairs, with interest accumulating, it must be spec
ulative for a considerable period. Their real value depends 
largely upon the action of this legislature.

With the railroad completed, and operated by sound manage
ment, your Committee are of opinion that they are good for 
the sums they represent, and that in a brief period after the 
opening of, the railroad they will have gained a permanent 
standing in financial circles.

A moderate calculation of the prospective business between 
Boston and New York, via the “  Air Line,”  would indicate an 
ability to pay four and one-half per cent, on the Berdell bonds, 
within a year from the completion of the railroad to Willi- 
mantic. The business with the Hudson depends upon various 
conditions; but the conclusion that it will be fairly remunera
tive seems to be justified by the Report of Testimony and a 
reference to railroads of a similar class.

The best guarantee of the securities of the Commonwealth is 
the completion of the railroad. Public sentiment appears to 
call upon us to provide for it, if it can be accomplished with 
safety.

Your Committee, with no indifference to the use of the credit 
of the Commonwealth, have prepared a Bill, contemplating the 
satisfactory completion of the railroad, and the entire safety of 
the Commonwealth. Its provisions are clear and stringent.

BOSTON, HARTFORD AND ERIE R. R. [May,
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If they appear to the legislature to fall short of the designs 
herein expressed, your Committee ask for it no favor. But 
convinced that they are discharging an important duty, the 
undersigned report the accompanying Bill.

F. A. HOBART,
E. W. MORTON,

O f the Senate.

LUTHER HILL, 
TIMOTHY DAYIS,
GEO. J. L. COLBY, 
ROBERT JOHNSON,
E. H. CHISHOLM, 
DAVID LANE,

O f the House o f Representatives.
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#

CmninouiDcalti) ßf iîtassadjuseits.

in the Year One Thousand Eight Hundred and Seventy,

AN ACT
In addition to Acts to aid the Construction o f the Boston, 

Hartford and Erie Railroad.

Be it enacted by the Senate and House o f  Representa
tives, in General Court assembled, and by the authority o f 
the same, as fo llow s :—

1 Sect. 1. For the purpose of securing the construc-
2 tion and completion of the railroad o f the Boston,
3 Hartford and Erie Railroad Company from the city of
4 Boston to Hartford in Connecticut, and thence to Fish-
5 kill in the state of New York, and to aid in the prep-
6 aration o f terminal facilities therefor, the treasurer
7 o f the Commonwealth is hereby authorized and in-
8 structed to issue and deliver scrip or certificates of in-
9 debtedness in the name and in behalf of the Com-

10 monwealth, and in the manner hereinafter provided,
11 to the amount o f three million and five hundred thou-
12 sand dollars in addition to the amount appropriated
13 for certain purposes by authority of chapter four bun-
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14 dred and fifty o f the acts o f the year eighteen hundred
15 and sixty-nine, and in accordance with the contracts
16 between the Commonwealth and said railroad com-
17 pany.
18 Said scrip shall be expressed, principal and interest,
19 in the currency o f Great Britain, at the rate o f four
20 and eighty-four one hundredths dollars to the pound
21 sterling, and payable to the bearer thereof in London,
22 and bearing interest at the rate o f five per cent, per
23 annum, payable semi-annually in London on the first
24 days of January and J u ly ; which said scrip or certifi-
25 cates shall be redeemable in London on the first day
26 of January, in the year nineteen hundred, and shall
27 bear date on the first day o f January or July which
28 shall next precede the issue of the same ; or the whole
29 or any part o f said scrip, if the governor and council,
30 for the time being, shall so direct, shall be expressed,
31 principal and interest, in federal currency, and paya-
32 ble to the bearer thereof in Boston, and bearing in-
33 terest at the rate o f five or six per cent, per annum,
34 payable semi-annually in Boston on the first days of
35 January and Ju ly ; which said scrip or certificates
36 shall be redeemable in Boston on the first day o f Jan-
37 uary in the year nineteen hundred, and shall bear date
38 on the first day o f January or July which shall next
39 precede the issue o f the same. A ll said scrip shall
40 be countersigned by the governor o f the Common-
41 wealth for the time being, and be deemed a pledge of
42 the faith and credit o f the Commonwealth for the re-
43 demption thereof. In paying the said scrip the cost
44 of exchange shall be paid by said railroad company
45 in gold coin or its equivalent, at the option o f the
46 treasurer o f the Commonwealth.
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1 Sect. 2. No scrip, or the proceeds thereof, shall
2 be issued or delivered under the provisions of this
3 act until more than half o f the shares of the capital
4 stock o f said railroad company shall have been regu-
5 ularly transferred upon the stock transfer book of
6 said railroad company and delivered to the treasurer
7 o f the Commonwealth, to be held by him' and his
8 successors in office in the manner and for the purposes
9 hereinafter provided; nor unless such majority of said 

10 shares o f stock shall have been so transferred and de
l l  livered before the first day o f January next. Said
12 treasurer shall receive such shares o f stock so trans-
13 ferred as the same shall be tendered, and shall give
14 certificates therefor in the following terms and form :—

15 Received of shares of the capital stock of the
115 Boston, Hartford and Erie Railroad Company, to be held
17 for the purpose of voting thereon at all meetings of the
18 stockholders of said railroad company until such time as
19 the Commonwealth shall have been relieved from all liabil-
20 ity on account of the scrip or certificates of indebtedness
21 to be issued under the provisions of an act of the year
22 eighteen hundred and seventy, entitled “  an act in addition
23 to acts to aid the construction of the Boston, Hartford and
24 Erie Railroad,”  or until a dividend upon the capital stock of
25 said railroad company shall have been earned and lawfully
26 declared, and then to be surrendered to the said
27 or his assigns the holder of this certificate.
28 No.

Treasurer o f  the Commonwealth.

BOSTON, HARTFORD AND ERIE R. R. [May,

29 A ll the rights o f the owners of said shares of
30 stock, other than the right to vote upon and transfer
31 the same, shall attach to the certificates of said treas-
32 urer. Said certificates shall be recorded and shall be
33 transferable at the transfer office o f said railroad
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34 company in Boston, in the same manner as certificates
35 of stock, but the transfer shall be upon a separate
36 book, and the accounts o f said transfers and certifi-
37 cates shall be kept separately from the stock accounts
38 of said railroad company. No transfer shall affect
39 the right of the Commonwealth to hold and vote
40 upon such shares o f stock.
41 Said treasurer shall hold and vote upon such
42 shares o f stock as shall be so transferred and deliv-
43 ered, provided a majority o f said shares o f stock shall
44 have been so transferred and delivered before the first
45 day o f January next, and shall vote for such direc-
46 tors, as hereinafter provided, as shall be named and
47 approved by the governor and council for the time
48 being, and at all meetings o f the stockholders o f said
49 railroad company shall have the full powers o f stock-
50 holders to act and vote, under the direction o f the
51 governor and council for the time being, upon all
52 other matters and things.
53 I f  more than one-half o f said shares o f stock shall
54 not have been so transferred and delivered to said
55 treasurer before said first day o f January next, then
56 said treasurer shall surrender to the persons entitled
57 thereto any and all such shares o f stock as shall have
58 been so transferred and delivered.

1 Sect. 3. The directors of said railroad company
2 shall consist o f thirteen persons, o f whom eight, and
3 no more, shall be voted for by the treasurer o f the
4 Commonwealth, voting upon and representing all the
5 shares o f stock transferred and delivered to the treas-
6 urer o f the Commonwealth under the provisions of
7 this act, and voting for such persons as shall have been
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8 named and approved by a declaratory vote of the gov-
9 ernor and council for the time being.

1 Sect. 4. No scrip, or the proceeds thereof, shall
2 be issued or delivered under the provisions o f this act
3 until a new election o f all the officers of said railroad
4 company shall have taken place after the transfer and
5 delivery to the treasurer o f the Commonwealth of
6 more than half o f the shares o f the capital stock of
7 said railroad company as herein before provided; nor
8 until the governor and council shall have passed a
9 declaratory vote, that the trustees under the mortgage

10 made by said railroad company to Kobert H. Berdell
11 and others, trustees, are satisfactory persons.

1 Sect. 5. No scrip shall be issued under the pro-
2 visions o f this act until an agreement with the Com-
3 monwealth shall have been executed by said railroad
4 company, in a form approved by the governor and
5 council, and delivered to the treasurer o f the Common-
6 wealth, and conditioned that said railroad company
7 shall comply with the provisions of this act, and shall
8 indemnify and save harmless the Commonwealth from
9 all expenses incurred or loss or damage on account of

10 said scrip, and that said railroad company shall and
11 will well and truly pay the principal sum of said
12 scrip in the currency in which the same shall be
13 expressed when the same shall become due and
14 payable, at London or Boston as the case may be,
15 and interest thereon in the currency in which the
16 same shall be expressed as the same shall fall due,
17 together with the cost of exchange on both principal
18 and interest as hereinbefore provided; and no such

BOSTON, HARTFORD AND ERIE R. R. [May,
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19 scrip shall be issued, except as hereinafter pi’ovided,
20 until there shall have been delivered to the treasurer
21 of the Commonwealth, as security that said railroad
22 company shall fulfil and perform all the terms and
23 conditions o f said agreement and shall indemnify and
24 save harmless the Commonwealth from all expenses
25 incurred, or loss or damage on account o f said scrip,
26 bonds, secured by the mortgage made by said railroad
27 company to Robert H . Berdell, Dudley S. Gregory
28 and John C. Bancroft Davis, trustees, ratified and con-
29 firmed by chapter one hundred and forty-two of the
30 acts of the year eighteen hundred and sixty-six, to
31 and for the amount of three million and five hundred
32 thousand dollars, and when said scrip, principal and
33 interest, shall have been taken up and paid, and the
34 Commonwealth shall have been relieved from all ex-
35 penses, loss, damage and liability on account o f said
36 scrip, then the treasurer o f the Commonwealth shall
37 cancel said bonds and redeliver the same to said
38 railroad company: provided, that whenever bonds,
39 secured by said mortgage to Robert H. Berdell and
40 others, trustees, to and for the amount o f not less than
41 five hundred thousand dollars shall have been deliv-
42 ered to the treasurer o f the Commonwealth, in the
43 manner and upon the terms herein before provided,
44 and a contract, satisfactory to the governor and coun-
45 cil, Avith ample security for the performance o f the
46 same, shall have been made for the construction and
47 completion of the railroad o f said railroad company
48 from Putnam to Willimantic, for a sum less than five
49 hundred thousand dollars and within less than six
50 months from the date c f  contract, then, if the gov-
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51 ernor and council shall so direct, scrip to the same or
52 a less amount, as may be required under said contract,
53 shall he issued for the completion of said railroad
54 from Putnam to Willimantic and for no other pur-
55 pose, and the proceeds paid over in the manner here-
56 inafter provided.

1 Sect. 6. No scrip, or the proceeds thereof, shall be
2 issued or delivered, under the provisions o f this act,
3 except under the provision o f the previous section, un-
4 til a contract or contracts shall have been made with
5 suitable persons, with security satisfactory to the gov-
6 ernor and council, for the construction and completion
7 o f the railroad o f said railroad company from Boston
8 to Hartford within less than six months from the date
9 o f contract for a sum less than five hundred thousand

10 dollars, and from thence to the Hudson Biver at Fish-
11 kill within less than eighteen months from the date of
12 contract for a sum less than two million and eight hun-
13 dred thousand dollars. W hen said contracts shall
14 have been made and performed any portion of said
15 scrip or the proceeds thereof that shall remain,
16 after the deductions to be made for the sinking fund
17 as hereinafter provided, may be used with the appro-
18 bation of the governor and council in the improve-
19 ment o f the terminal facilities o f said railroad at Bos-
20 ton and Fishkill. It shall be lawful for the treasurer
21 o f the Commonwealth, by the direction of the gover-
22 nor and council, to pay the amounts now due and
23 audited by the state engineer to contractors for work
24 actually performed under the provisions of chapter four
25 hundred and fifty o f the acts o f the year eighteen liun-
26 dred and sixty-nine.

BOSTON, HARTFORD AND ERIE R. R. [May,
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1 Sect. 7. No scrip, or the proceeds thereof, shall
2 be issued or delivered, under the provisions o f this
3 act, until all attachments and other liens and incum-
4 brances upon the property o f said railroad company,
5 excepting existing mortgages, intervening between
6 the recording o f the mortgage to Robert H. Berdell
7 and others, trustees, and a mortgage to be made
8 under the provisions o f a vote o f said railroad
9 company to Dwight Foster, Benjamin E. Bates and

10 Edward C. Sherman, trustees, shall have been released,
11 removed or disposed o f for the benefit o f the Common-
12 wealth, and said last named mortgage shall have been
13 duly executed in such manner as to create, after the
14 same shall have received all necessary ratification and
15 confirmation, a valid and effectual lien upon the fran-
16 chises and all the property, real and personal, now
17 owned or which may hereafter be acquired by said
18 railroad company subject only to said mortgage to
19 Robert H. Berdell and others, trustees, and the
20 incumbrances prior thereto so far as they embrace
21 and cover the same. Said railroad company is hereby
22 authorized to make and execute said mortgage to
23 Dwight Foster, Benjamin E. Bates and Edward C.
24 Sherman, trustees, to the amount o f fifteen millions
25 of dollars, and may issue bonds under the same in
26 two series o f such respective amounts as may be
27 determined upon, and the first series may have pri-
28 ority over the second; but none o f said bonds shall
29 be issued without the consent o f the governor and
30 council, except in exchange for bonds secured by said
31 mortgage to Robert H. Berdell and others, trustees,
32 until there shall have been a new election o f all the



33 officers o f said railroad company as provided in section
34 four.

1 Sect. 8. Said railroad company, for the purpose
2 of procuring the bonds, secured by said mortgage to
3 Robert H. Berdell and others, trustees, to be delivered
4 to the treasurer o f the Commonwealth, is hereby
5 authorized to exchange with the holders thereof
6 bonds to be issued under the mortgage to Dwight
7 Foster and others, trustees, but both said last men-
8 tioned and said first mentioned bonds shall be esti-
9 mated at their par value and said exchange shall be 

10 made principal sum for principal sum.

1 Sect. 9. No scrip, or the proceeds thereof, shall
2 be issued or delivered, under the provisions of this 

' 3 act, until all the real estate, franchises and other
4 property held or claimed to be held by the Boston,
5 Hartford and Erie Ferry Extension Railroad Com-
6 pany, and leased or claimed to be leased to the Bos-
7 ton, Hartford and Erie Railroad Company, shall have
8 been conveyed to said last named railroad company,
9 or such provisions and agreements shall have been

10 made respecting the same as shall be satisfactory to
11 the governor and council.

1 Sect. 10. The scrip, or proceeds thereof, issued
2 or delivered, under the provisions o f this act, shall be
3 delivered only to the persons who agree to construct
4 said railroad, or to their legal representatives or
5 assigns, and upon the certificate of the state engineer
6 that they are entitled to the same by the terms of
7 their contracts, and all scrip authorized to be issuea
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1870.] HOUSE— No. 406. 15

8 under the provisions o f this act, or the proceeds
9 thereof, shall be delivered from time to time by the

10 treasurer o f the Commonwealth to the contractors on
11 the certificate o f the state engineer that they are
12 entitled to the same by the terms o f their contracts.
13 So much o f chapter four hundred and fifty o f the
14 acts of the . year eighteen hundred and sixty-nine as
15 requires the delivery to the treasurer o f the Common-
16 wealth o f bonds, secured by the mortgage to Robert
17 H. Berdell and others, trustees, as security for pay-
18 ments made on account o f filling flats on the northerly
19 shore o f South Boston and in building a sea-wall
20 along or around the same, is hereby repealed. The
21 other provisions o f said act are hereby reaffirmed.

1 Sect. 11. A ll scrip issued under the provisions of
2 this act shall be disposed of by the treasurer of the
3 Commonwealth, under the direction o f the governor
4 and council, and there shall be reserved and set apart
5 by the treasurer o f the Commonwealth from each one
6 hundred thousand dollars o f the amount received
7 from the sale of scrip so issued such a sum
8 as the governor and council shall direct, which
9 shall be duly paid to the commissioners o f the sink-

10 ing fund established by the acts to which this is in
11 addition, to be held, invested and reported upon
12 agreeably to the provisions establishing said fund,
13 and the sum so reserved shall not be a less amount
14 than shall with the accumulations produce at the
15 maturity of such scrip an amount equal to the scrip
16 so issued.

1 Sect. 12. The governor and council shall them-
2 selves, or by their committees or agents appointed for
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3 that purpose, at all times, until the payment o f the
4 scrip issued under this act, and of the acts to which
5 this is in addition, have free access to all the books
6 and accounts o f said railroad company for the purpose
7 o f examination.

1 Sect. 13. This act shall not be construed to pre-
2 vent said railroad company from issuing bonds to
3 provide suitable equipment for its railroad.

1 Sect. 14. This act shall take effect upon its pas-
2 sage.

BOSTON, HARTFORD AND ERIE R. R. [May,
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Commomumlt!) of iitoasacljusrite.

M I N O R I T Y  R E P O R T .

H ouse op R epresentatives, May 9,1870.

The undersigned, a minority of the Joint Committee on Rail
ways, have the honor to submit the following Report on the 
petition of the Boston, Hartford and Erie Railroad Company, 
for an additional loan of the credit of the Commonwealth to 
aid in the construction of their road.

While it is with very great regret that we find ourselves com
pelled to arrive at a conclusion different from that of a majority 
of the Committee, the divergence of opinion is so great that no 
other course than a dissenting Report is open to us.

Three parties may be considered as having presented their 
cases before the Committee. The evidence has been printed in 
full and laid before the legislature, which obviates the neces
sity of more than a passing reference to it.

These parties may be designated as follows: 1st. The peti
tioners regularly before the Committee, being the holders of the 
common stock of the corporation, represented by its president, 
directors and attorney.

2d. Certain holders of Berdell mortgage bonds, represented 
by counsel, in aid of the regular petitioners.

3d. The general business community, represented by the 
Boston Board of Trade, through its official resolutions, and by 
various individuals whose evidence will be found in the printed 
documents already referred to.

We propose to consider the claims of these parties severally.
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1st. As regards the petitioners regularly before the Commit
tee, wo can entertain but one opinion. It is doubtful if there 
lias ever been spread before any tribunal a more discreditable 
record of fraud, corruption, breach of trust and general mis
feasance in office than that contained in the documents setting 
forth the doings of the present petitioners, which have already 
been laid before this legislature.

It is wholly unnecessary to enter into details. So far as the 
Commonwealth is concerned, the liberal aid toward the comple
tion of their enterprise already extended by it to the petitioners 
has been grossly and shamefully abused. They, nevertheless, 
now present themselves to the legislature, through the very 
agents and officials who have outraged the moral sentiment of 
the community, and set to all men the most evil of possible 
examples, as petitioners for additional aid.

The Commonwealth of Massachusetts should, in our opinion, 
have no further relations with them. If the constituents of 
these officials, the stockholders of the Boston, Hartford and Erie 
Railroad Company, have further favors to ask of the Common
wealth, it is for them to appear through different representa
tives. They are entitled to no consideration ; hardly, indeed, to 
a hearing, until they evince in some practical way a sense ofthg 
abuses and insults which have been heaped upon themselves and 
the Commonwealth. It will then be time to give ear to their 
prayer when they shall have purified the administration of 
their affairs, and shall have sought to hold those who have mal- 
administered them to such civil responsibility as the laws en
force. Until such action is taken by them, we hold it is 
wholly impossible for the Commonwealth to extend to them any 
further assistance.

2d. The second party before the Committee consisted of indi
vidual holders of Berdell mortgage bonds, appearing in aid of 
the petitioners. There are twenty millions dollars in nominal 
value of these bonds now issued. They were purchased by the 
present individual holders at different times and at prices vary
ing from 83 to 67 per cent, of their nominal value, and aveiag
ing perhaps 50 per cent. The holders of these securities have 
a mortgage on 272 miles of road in operation, besides other 
valuable property.

Their course, in default of payment of interest, is open to
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them and expressed in their bonds. They can through their 
trustees take absolute possession of the property.

When individuals go out into the market and purchase a 
seven per cent, bond at 50 per cent, discount, they geijprally 
and knowingly assume a certain degree of risk with the invest
ment. As a rule, those who do so belong to that class who as
sume such risks as a business. In the present case, the holders 
of these bonds have appeared by their counsel before your Com
mittee and have claimed that the Commonwealth, by advanc
ing aid heretofore to this corporation, and while doing so 
informing itself of the progress of the work, had incurred a 
moral obligation to complete it at any expense and without 
regard to the frauds perpetrated in its conduct. (Senate Doc. 
No. 193, app. Mr. Dana’s argument, p. 92.) The same theory 
of moral liability has been distinctly and frequently advanced 
through the public press. We cannot assent to any such views. 
While they are advanced in any form, either as a moral or a 
legal claim, it must in our opinion render it to the last degree 
inexpedient for the Commonwealth to do anything which may 
in any way lend color to them. This claim is a distinct inti
mation of what may in future be expected. The day the State 
assumes the nomination of the board of directors of this road, 
on that day it practically makes itself responsible for the success 
of the enterprise. The claim of moral responsibility, now fee
bly advanced, will then be persistently urged.

The State, it will be argued, took the direction of their own 
affairs out of the hands of both the stockholders and the trustees 
of the bondholders, and it is bound to shield its own wards from 
destruction, and to look to it that they suffer no loss. The cor
poration is then at last fairly engineered into the treasury of the 
Commonwealth, and cannot again be got out of it. No matter 
what of expense, or of corruption, or of litigation the future 
may develop, it will be almost impossible for the State to recede 
—it must go on to the end. The holders of the securities of 
the road— representing Berdell bonds, second mortgage and 
equipment bonds, disputed floating debts, and common stock—  
will annually press upon the legislature with their claims, which 
they will urge with all the tenacity and success which is implied 
in the control of $60,000,000 of nominal property, every dollar



of which is to be more or less affected by the character of legis
lation.

Such a possible result we cannot but regard with deep appre
hension ; it would certainly introduce into our politics a most 
dangerous element of corruption; it may well entail upon us 
liabilities the extent of which cannot now be foreseen.

Few gifts could, indeed, be more alarming to the recipient 
than the proposed transfer of the management of this corpora
tion from its owners to the Commonwealth.

The individual owners of the Berdell bonds, at whose sugges
tion the transfer is to be made, and who claim it almost as an 
act of simple justice to themselves, already stand in a much 
better situation than the Commonwealth as regards their invest
ment. These bonds represent to them but 50 per cent, of their 
par value, while to the Commonwealth they represent nearly 100 
per cent. ,

In case of a default in payment of interest, and consequent 
foreclosure, the property should be worth at least one-half of 
the value these bondholders nominally claim in it. In any case 
we are decidedly of opinion that they have no claim on the 
Commonwealth, and we desire at this time most earnestly to 
protest against any legislation which shall tend to further entan
gle the State in the confusion of their affairs.

3d. As regards the general business community and its rec
ognized desire that this avenue of trade should speedily be 
opened.

Much and very contradictory evidence was presented to the 
Committee, as to the commercial value of this road when com
pleted.

In the view we have taken of the question, it will be unneces
sary for us to weigh these opinions; whether the road will 
prove a.useful channel of trade or otherwise, it is in all hands 
conceded that it is, and must long remain, bankrupt— abso
lutely crushed down by a load of paper indebtedness. Its con
struction account, when completed, cannot stand at less than 
$165,000 per mile, as compared with $10,500 per mile, the 
average cost of construction of New England roads. This vast 
amount of paper indebtedness it is now proposed to keep alive 
through the aid of the legislature of Massachusetts. Such a 
proceeding will constitute the most remarkable instance of
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“  stock watering”  yet recorded, and will be wholly in contra
vention of the well established policy of the Commonwealth. 
If, as the result of the legislation proposed, the confident antic
ipations of the friends of this enterprise are realized, this 
legislature by use of the public credit will have saved $40,000,- 
000 of wholly fictitious capital from the destruction which now 
awaits it, and will have saddled it on the industry which it is 
claimed this enterprise is to encourage.

If these anticipations are not fulfilled, it will be necessary for 
the road to pass through a long and doubtful process of liti
gation.

The litigation must be conducted in four States, and the 
counsel for the petitioners expressed very diverse opinions in 
regard to i t ; one of them entertained grave doubts whether it 
would not continue for ten years; another thought it might be 
terminated in two. In any case, the position is one in which 
it is wholly inadvisable that the Commonwealth should place 
itself.

While recognizing, if need be in the fullest extent by any one 
claimed, the need of an early completion of the road, we can
not regard the method proposed as the most direct to the end. 
If bankruptcy is to be faced, it is better for the State and for all 
concerned that it should be faced now. Massachusetts has 
waited thirty years for this thoroughfare. If it can at last be se
cured on a hard cash basis by allowing events for the next two 
years to take their natural course, we cannot doubt that it is 
far more for the public interest in the end to do so, than now to 
expend millions of the people’s money merely to put this uncom
pleted road in better condition to go into bankruptcy, or to keep 
its present organization alive, staggering along under an unbear
able load of indebtedness. If the road is to be of real value 
to the community, it can only be so when established on a firm 
financial basis. Viewed through a long course of years, this 
money soundness is of more vital consequence than immediate 
completion. A further extension of public assistance now will 
indefinitely postpone this result, and insure only partial com
pletion and a complete insolvency. Every dollar of earnings 
for years must be turned away from development to meet in
terest or to extinguish debt. In no sound view of the public
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interest is such a condition of affairs desirable, and it would be 
well worth two years’ delay to clear off their incumbrances.

How then can this road be soonest finished, and established 
on a firm basis ?

The direct and simple course to be pursued in this case is 
clearly pointed out in the Berdell mortgage ; it is part of the 
contract. The road must be taken possession of by the trustees, 
in the method there prescribed ; it must be relieved of its pres
ent indebtedness, and the corporation must be reorganized in 
the manner set forth in the mortgage, and which has been legal
ized by the action of the four States.

The existing incumbrances which it is now prepared to fund 
at their par value and thus fasten them if possible on the commu
nity, will be swept away ; it will then be possible to raise money 
on a lien prior to the Berdell mortgage, and the road can thus, 
and thus only, be completed at a cash cost, and afterward be 
operated free from debt.

We are assured by those most competent to judge, that a 
small amount of money, such as could readily be spared from 
the net earnings of that portion of the road now in operation, 
would for two years preserve the uncompleted portions of the 
work from all serious deterioration. If two years will not suffice 
to enable the trustees to obtain control, and to free the road 
from litigation, it is impossible to say what time will, and it is 
best to discover this now, rather than after the Commonwealth 
is inextricably involved in the affairs of the company.

The prayer of the petitioners therefore seems to us inadmis
sible from every point of view. Looked upon in connection 
with the existing organization of the company, if the Common
wealth of Massachusetts fails now to take that action which can 
alone mark a strong moral disapprobation of those results which 
have lent a shameful notoriety to its history, we cannot escape 
in the public mind from a degree of participation in some of 
the most scandalous occurrences of the day. The Common
wealth should in our opinion occupy on this subject no doubtful 
ground. Viewed in relation to a moral responsibility towards 
those holding the same securities as the State, we cannot but re
member that these holders paid for their securities scarcely one- 
half of that which was paid by the Commonwealth, nor are we 
willing to incur a further liability towards those who show a
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disposition to give to the present liability so broad and undefined 
a construction.

Finally, as legislators, as trustees of the people and conserva- 
tox-s of the common interests— as men bound to deal with the 
public money as if it were our own, we cannot regard the secu
rities of a bankrupt corporation, selling in the market at 40, as 
satisfactory collateral for the loan of an equal amount of the 
State scrip worth 100. We cannot see, with indifference, a 
pi’ivate corporation, burdened beyond all precedent with debt, 
transferred to the control of the Commonwealth. We cannot 
regard the present, a period of most onerous taxation and busi
ness depression, as a favorable time in which to incur a liability 
for millions, to be wholly expended in other States, to complete 
for bankruptcy a l’oad of questioned utility ;— neither, allowing 
it all the utility claimed for it by its most enthusiastic support
ers, can we x’ecommend the legislature to saddle on the com
munity scores of millions of fictitious capital, in order to hasten 
by a year or two the construction of a thoroughfare, the com
pletion of which would so amply remunerate private capital. 
Under these circumstances we can do for the public only as we 
believe practical business men would do in their own affaii’s, if 
they found themselves in danger of such unlimited complica
tions, authorize the agents of the Commonwealth to act for us 
in any exigencies which may arise, refuse to involve the State 
farther, and leave events to take their course.

Entertaining these views, we have the honor to submit the 
accompanying Resolves, and to recommend that the petitioners 
have leave to withdraw.

C. J. KITTREDGE. 
THOMAS EARLE.
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Æ om m om uM lil) o f ittctsecutytsctts.

In the Year One Tliousand Eight Hundred and Seventy.

R E S O L V E S

Relative to the Boston, Hartford and Erie Railroad Company’s 
Mortgage to Robert H. Berdell and others.

Resolved, That the governor, with the advice and consent of 
the council, is hereby authorized and requested to cooperate 
with the bondholders in taking all necessary and proper meas
ures for the protection of the interests of the Commonwealth as 
a bondholder under the mortgage made by the Boston, Hart
ford and Erie Railroad Company to Robert H. Berdell and 
others, and ratified and confirmed by chapter one hundred and 
forty-two of the acts of the year eighteen hundred and sixty- 
six, and in making available the security for said bonds in 
the manner provided in said mortgage.

Resolved, That the sum of ten thousand dollars be, and the 
same is hereby appropriated to be expended by the governor 
and council for the purposes of the foregoing resolve.
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(iom m onajfoltl) o f ittassculjusctts.

SECOND M IN O R IT Y  REPORT.

H ouse op R epresentatives, May 9,1870.

The undersigned, one of the Committee on Railways, to 
whom was referred the petition of the Boston, Hartford and 
Erie Railroad Company, and sundry documents relating there
to, deeply regretting the necessity he feels for differing with 
the majority of his colleagues, respectfully submits the follow
ing Report upon the points in the case with which he is profes
sionally conversant.

The testimony and arguments of the petitioners, of the 
attorney-general, of the bondholders, and of others interested, 
together with other information upon the subject of reference 
known to the Committee, having been before the public for 
some time, and it being likely that the legislature will choose 
in this case to act, in the light of the information before it, 
pretty much upon its own convictions, statements in detail, 
from the undersigned, seem to be unnecessary. He refers to 
the printed documents alluded to, as the embodiment of a 
report in themselves : containing not only the premises, the 
major and minor propositions of the true argument upon the 
subject to which they refer, but the conclusion— a syllogism in 
themselves.

The substantive facts of the case, stated rather necessarily 
without much regard to order, those of them that can materi
ally affect the decision, are pretty much these :—

4
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For 87,000,000 of the aggregate increase in stock and bonds 
between 1866 and July, 1868, nothing appears to be left but— 
suggestions. In September, 1868, the company undoubtedly 
had the means, with the aid of the State loan, to finish and 
equip their road as designed by Mr. Asliburner.

At the time of the failure in December, 1869, there appears 
to have been spent in construction and interest on visible debt 
about 86,000,000, the road being then unfinished, and needing 
$6,000,000 more for completion.

The receipts in cash, including a moderate estimate for in
come from road in operation, amounted to about $13,000,000, 
and to this sum it seems to be necessary to add not less than 
$5,000,000, as the probable proceeds (in what must be assumed 
to be cash) of that part of the floating debt not regularly 
accounted for.

The difference then between receipts and expenditures in 
cash used strictly in building the road, “  appears to be $12,- 
000,000, to account for which $1,488,739 has been charged to 
insurance, rents, cancellation of bonds and sinking fund, 
$583,380 for expenses considered irregular, and $4,511,375 to 
losses on stock, unspecified interest, commissions, guarantees, 
Ac., leaving still unaccounted for $5,466,506.

The lease of the Dutchess and Columbia road has not resulted 
in securing a sufficient and permanent connection with the ter
minus at Fishkill and with the Erie road in New York, nor is 
there any guarantee of the possession of the property at Fish- 
kill and Newburg.

One of the conditions of the Berdell mortgage requires the 
trustees to retain a sufficient amount of bonds to equal the 
whole amount of underlying securities upon the road and fran
chises, yet, in violation of that condition, they issued all the 
bonds representing that mortgage to the company, while some 
$2,500,000 of underlying liens remain uncancelled. This was 
done directly in opposition to the declared opinion of counsel, 
by the president of the company, who was then and is now one 
of said trustees.

Between Putnam and Willimantic the road has, so far as 
completed, been built for two tracks, at an expense of from 
$500,000 to $1,000,000, without due regard to expediency, and
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in disregard of the understanding had with the State when the 
loan was granted.

The purchase of land and flats at the Boston terminus, 
though made in some cases at extravagant rates, on the whole 
has resulted very favorably.

The terminal facilities of the road, when their possession 
shall have become absolutely secure, will be ample and all that 
can be desired.

From the engineering point of view, the location and con
struction of the road appear satisfactory and creditable to the 
company and to their engineers and contractors.

The rival line projected between New Haven and the Erie 
Railroad, viaPeekskill,is of too unreal and visionary a character 
to cause apprehension.

The Air Line Railroad now building between New Haven 
and Willimantic is reasonably certain to be finished within a 
year. This, with the New Haven and New York road, in con
nection with the Boston, Hartford and Erie, east of Willimantic, 
will form a through line between Boston and New York 25 
miles shorter than the present route via Springfield, and will 
lessen the running time between those points one hour. To 
secure this result, only six miles of the latter road remain to 
be built. With the line finished, the eastern division of this 
road, 86 miles in length, could not fail to have a large and 
profitable through and local business. The cost of completing 
it would not exceed $500,000. Reckoning its net income the 
same as that of the average of the Boston and Lowell and the 
Boston and Providence Railroads, it would amount annually 
to $700,000; equal to three and one-half per cent, on the 
Berdell mortgage.

The cost of completing the whole line from Boston to Fish- 
kill, including a moderate expenditure for equipment, reckon
ing the Dutchess and Columbia road as a part of the line, need 
not exceed $5,000,000. It may be finished in one year.

When completed for a single track and ready for operation, 
with its floating debt and debt to contractors funded, the entire 
cost of the road, after allowing for discount and interest, in 
funded debt, may be reckoned $38,000,000, making the cost per 
mile of the road owned by the company, $104,683. The whole
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cost of the road in debt and stock when completed will be $63,- 
000,000 ; whole cost per mile in stock and debt, $173,553.

Upon the same bases of calculation, the whole cost of the 
road, between Putnam and Hopewell, excluding the Hartford, 
Providence and Fishkill road, would be, in debt and stock, 
about $30,037,000, making the average cost of that 89 miles of 
road since work was commenced in 1868, $337,500 per mile.

The characteristics of the main line, as compared with the 
other through lines extending from Boston to the Hudson River, 
appear as follows:— Length of Boston, Hartford and Erie 225, 
Boston and Albany 198, and Tunnel line 190 miles; maximum 
grade, Boston Hartford and Erie 70, Boston and Albany 83, and 
Tunnel line 60 feet per mile ; greatest rise above tide-water, 
Boston, Hartford and Erie 760, Boston and Albany 1,195, and 
Tunnel line 1,106 feet; total rise and fall, Boston, Hartford and 
Erie 7,700, Boston and Albany 5,607, and Tunnel line 4,760 
feet. In mechanical capacity with reference to transportation of 
freight, Boston, Hartford and Erie as 135, Boston and Albany 
as 118, and Tunnel line as 100. Considered with regard to 
transportation of passengers in the measure of money, Boston, 
Hartford and Erie as 116, Boston and Albany as 101, and Tun
nel line as 100; and in the measure of time, Boston, Hartford 
and Erie 118, Boston and Albany 115, and the Tunnel line as 
100. The Boston and Albany and the Tunnel line connect with 
roads of the same gauge; this does not, and consequently in 
comparison, sustains disadvantages.

As to the commercial value of the whole road when finished, 
the evidence neutralizes itself. As to that portion of the line 
between Boston and Willimantic, facts favor a very high esti
mate. As an additional avenue of trade to the city of Boston 
it is shown to be important. It would be safe perhaps to reckon 
the net earnings of the road during the first three years at the 
rate of $2,500 per mile, making a total of earnings of $907,500. 
After the first three years, its earnings might be expected to in
crease, in the ratio of other first-class roads.

The financial condition of the company is proved to be one 
of complete bankruptcy, resulting solely from the unexampled 
misfeasance of its officers. Practically, it can act only through 
its creditors, and they, thus far, have only been active in vigor
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ously recommending measures of relief that will cost them 
little, and the Commonwealth a great deal.

At present, there seems to be no one representing the com
pany who is in a condition to negotiate with the State for any 
purpose. Certainly its present officers cannot, nor can the 
bondholders. The latter are not in possession, nor is it likely 
that they can acquire possession till after long and vexatious 
litigation. Their counsel declared before the Committee, five 
years to be the shortest, and ten years the probable time for 
securing that result.

It can only be by cooperating directly with the company that 
the State can afford relief, and as it is at present organized the 
State can have no relations with the company that would admit 
of cooperation. Whether the legislature under these circum
stances shall find it expedient to provide for the application of 
such relief when an entire re-organization of the company shall 
have been effected, is the remaining question.

The undersigned submitted a plan to the Committee for that 
purpose, which would have been satisfactory to him had it been 
acceptable as a compromise measure to the majority of his col
leagues. The primary condition of this plan was the purifica
tion of the affairs of the company by the action of the stock
holders. It then provided, under strict conditions, for a lease 
to the company of a large portion of the Berdell bonds, now 
held as collateral by the State, which was to be applied to furth
ering the construction of the road. These bonds, in connection 
with those now proposed to be raised from other sources, and 
pledged as further collateral to the State, would suffice to build 
the road to Willimantic, and probably to Fishkill. This plan 
was not new, having been adopted in New York, Missouri, Vir
ginia, and other States, where embarrassments have grown out 
of the State’s connection with the affairs of bankrupt corpora
tions. These States refused further allowances of money or 
credit in these cases, and by surrendering securities held for 
advances already made, effectively aided in the construction 
and completion of the bankrupt roads.

A measure of relief of this character, would be assented to 
by the undersigned ; it would relieve the State from all further 
business relations with the petitioners, provide for the con
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struction of the road, and render a further legislative inter
ference with their affairs unnecessary.

Should this plan be acceptable, it would have the support of 
the undersigned.

The objections to the bill proposed by the majority of the 
Committee, are of such a character as to be self-demonstrating. 
It has less to recommend it, than any of the numerous schemes 
that have been proposed for resuscitating that road. It has not 
even the merit of promising to do that, but rather suggests a 
contrary result. To the undersigned it seems to be only a 
mask, covering prospective evil.

The Report of the minority of the Committee explains many 
of these objections perfectly, and these explanations have my 
entire approval.

All of which is respectfully submitted.

GEO. A. PARKER.






