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Governor of Pennsylvania.

The construction companies or inside combina-
tions that built five of the six roads have destroyed
or concealed their books; the exception being the
Central Branch; and the Commission has been em-
barrassed in its work by the refusal or failure of
the companies to produce the accounts relating to
the actual cost of construction, or to exhibit any
paper or documents that would enable the Com-
mission to ascertain the truth as to this most im-
portant factor in the investigation. The books of
the Credit Mobilier, which built the Union Pacific
from Omaha to Ogden; the books of the Contract
and Finance Company, which built the Western
Pacific from San Jose to Sacramento, and the Cen-
tral Pacific from Sacramento to Ogden; the books
of Shoemaker & Co., who built the Kansas Pacific;
and the accounts of John I. Blair, who built the
Sioux City and Pacific Railroad—all these are
missing. From the minutes and accounts of the
railroad companies, and from fragmentary infor-
mation gathered from various sources, it is dis-
closed that the officers of at least three of these
companies made false statements under oath, in
affidavits now on file in the Interior Department.
From these affidavits the following has been com-
piled :



STOCK TABLE.

Company.
Stock act-
ually paid Stock paid in

as sworn to. Names of deponents Date of affi-
davit.

Union Pacific
Kansas Pacific
Central Pacific
Central Branch. ..

Total

$400,650
250,000
760,000
383,700

$1,797, 350

$36,702,800
5,072,500

54,283,190
C80.600

Oliver Ames
R. K. Carr
Leland Stanford..
K. M. Pomeroy .,

Sept. 27, 1870.
Sept.' 28, Ib72.
Sept. 18,1871.
Sept. 21, 18C9.

$97,098,590

It is no answer to the Government that the
managers of these companies did only that which
the managers of railroads in other sections did.
These lines were built upon public credit. They
were public highways in the broadest sense of that
term. The managers were acting as trustees of a
national highway, and they can not plead any law-
ful justification for making false affidavits, which
state that $97,098,590 of stock was actually paid
for, when in fact less than two millions had been
so paid for.

THEIR RELATIONS TO THE PUBLIC.

The original purpose of Congress, as set forth in
the act of July 1, 1862, in granting subsidies for
the construction of the Pacific roads, was to pro-
mote the public interest, and the companies were
made trustees for that purpose; but the public in-
terest has been subordinated by these companies
to the stockholding interest, upon the claim that
the stockholders owned the railroads and could
manage their own business in their own way.
Nearly every obligation which these corporations
assumed under the laws of the United States, or
as common carriers, has been violated. Their
management has been a national disgrace. Since
the date of their inception they have been conduc-
ted upon a purely speculative basis. Their per-
manent prosperity has been lost sight of, while
their managers greedily strove for temporary ad-
vantage. For fourteen years the Union Pacific and
the Central Pacific were practically free from com-
petition for a stretch of 1,800 miles across the



continent. They were independent of many of
those disturbing elements which have been pleaded
in extenuation of the vicious practices of railroads
in other parts of the country, and yet they injec-
ted secrecy into their affairs, inaugurated favoritism
and corruption in their management, and at-
tempted to destroy competition. They organized
pools for the professed purpose of securing cer-
tainty, uniformity and permanency in freight rates,
but they did not respect the pools which they
entered into when immediate advantages could be
obtained by a breach of good faith.

Mr. Huntington testified before the Commission
that u competition is killing," and that there ought
to be only one railroad for the whole country.
The aided companies combined with others to tax
the communities which they served, and they
forced the consuming classes in all sections of the
country to contribute to the payment of interest
and dividend upon the fictitious capital which
they had created. They increased the cost of
living. They laid proprietary claim to the traffic
of large sections of the country. They squandered
millions of their money to '' protect" their terri-
torial claims, while expending other millions in
encroachments upon the territory claimed by
other companies. They constituted themselves
the arbiters of trade. They attempted to dictate
the channels that trade should follow and fixed
rates of transportation that were extortionate.
They charged all that the traffic would bear, and
appropriated a share of the profits of every in-
dustry by charging the greater part of the differ-
ence between the actual cost of production and
the price of the article in the market. They dis-
criminated between individuals, between localities,
and between articles. They favored particular
individuals and companies. They destroyed pos-
sible competitors, and they built up particular



localities to the injury of other localities, until
matters had reached such a pass, that no man
dared engage in any business in which transporta-
tion largely entered without first soliciting and
obtaining the permission of a railroad manager.
They departed from their legitimate sphere as
common carriers and engaged in mining articles
for transportation over their own lines. They ex-
erted a terrorism over merchants and over com-
munities, thus interfering with the lawful pursuits
of the people. They participated in election
contests. By secret cuts and violent and rapid
fluctuations in rates they menaced business, para-
lyzed capital, and retarded investment and devel-
opment.

THEIR RELATIONS TO THE GOVERNMENT.

During the five years from 1864 to 1869, upon
the claim that their roads were fully completed,
these companies obtained bonds from the Govern-
ment; but when the Government called upon them
to pay a percentage of their net earnings into the
Treasury, as was stipulated in the original contract,
they contended that their roads were not fully
completed until 1874, and refused to make any
payments to the Government, though one of
them, the Central Pacific, had been declaring divi-
dends in the mean time. They resisted the claims
and demands of the Government at every point,
and resorted to evei*y device their ingenuity
could invent in their efforts to evade the plain
requirements of the law. In transporting troops and
supplies for the Government, they violated the
contract obligation to charge reasonable rates by
charging more than they charged to private shippers
for the same kind of service. The reports of the
Union Pacific show that the average rates paid by
the Government to that corporation were higher
than those received by that company from other
sources. The same is more or less true of the



other bond-aided companies. The overcharges
upon the Government by the Central and Union
Pacific Companies since 1880, are estimated to
have been as follows:
Union Pacific $802,407.33
Central Pacific 167,558.63

PROFITS OF $278,023,357.63 IN OPERATING THE ROADS.

The reports of these companies show the follow-
ing figures relating to operation, disclosing a profit
or net earnings of $278,023,357.63, equaling fifteen
million dollars a year.

EARNINGS TABLE.

Road. Gross earn-
ings.

Operating
expenses. Net earnings

Union and Kansas Pacific
Central Pacific Railroad, from 1S63 to

December 31,1883
Sioux City and Pacific Railroad, from

July 80,1869, to Juno 30,1887
Central Branch Union Pacific

$315,303,504.66 $169,916,078.90 $14

149,199,102.40274,139,116.27

9,187,359.50
12,849,463.47

6,423,C96.82
7,917,C08.15

15,387,425.76

124,940,013.87

2,763,762.68
4,932,155.82

Total $611,470,443.90 $333,456,086.27 $278,023,357.63

OVER $ 2 5 , 0 0 0 , 0 0 0 FOR POOLS, REBATES, AND OVER-
CHARGES.

In addition to the gross earnings given as above,
the bond-aided companies received the following
sums, which they subsequently paid out on account
of pools, subsidies, rebates, overcharges, etc.:

POOLS, REBATES AND OVERCHARGES.

Road.

Union Pacific j
Kansas Pacific i
Sioux City and Pacific
Central Pacific.

Total

Pools.

$4,004,512.48

Rebates and
overcharges.

$ll,C77,091.62

Total.

$15,581,604.10
401,832.01

9,882,799.61

$25,866,235.72

LOSSES SUSTAINED BY THE GOVERNMENT.

The Central Pacific and Union Pacific, between
them, have paid over $4,000,000 to the Pacific
Mail Steamship Company to maintain high rates.
To branch lines the Union Pacific, since 1881, has
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also given various amounts estimated at $2,400,000,
and the Central Pacific $520,762.97, on account of
constructive mileage. All of the sums paid out for
pools, rebates, overcharges, etc., amounting to
$25,866,235.72, were deducted by the companies
from the gross earnings actually received by them
before stating the amount which was reported to
the Government as their gross earnings. In other
words, they refused to consider and designate this
sum of $25,866,235.72 as part cf their gross
earnings because they subsequently paid it out for
pools and rebates. In this respect, as well as in
respect to charges for general expenses that should
have been charged against auxiliary companies,
the reports, as made by the Union Pacific Com-
pany to the Government, were erroneous. For the
same reasons and also because the Central Pacific
Company was charged for and paid expenses in-
curred by and for the Southern Pacific Company
(the case of Senator Norwood being a conspicuous
illustration), the reports made by the Central
Pacific Company to the Government were errone-
ous. The losses sustained by the United States on
account of erroneous reports and overcharges
amounts to over $8,000,000.

PAYMENTS FOR IMPROPER PURPOSES.

Large sums were also applied to improper pur-
poses. In the accounts of the Sioux City and
Pacific Railroad Company this item amounted to
$263,812.08 for losses incurred in operating the
Fremont, Elkhorn and Missouri Valley Railroad,
in which the directors of the Sioux City and
Pacific Railroad were interested.

In the accounts of the Central Pacific Railroad
Company, this diversion of earnings amounted to
many millions through contracts made by Messrs.
Stanford, Ilantington, Hopkins, and Crocker, with
themselves, for construction, leases, repairs, etc.
They constructed 1,171 miles of adjunct lines, at


