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GOV, HOGG'S SPECIAL MESSAGE 
ON 

FEDERAL COURT RECEIVERSHIPS 

EXECUTIVE OFFICE, 

AUSTIN, T E X A S , March 8,1893. 
€^e1Ule7nen of the Senate and House of Bepresentatives: 

Herewith I hand to each of your honorable bodies a copy of the depositions 
of Mr. Joseph Nalle of Austin, given under oath in answer to interrogatories 
propounded to him as a witness in five cases in the United States Circuit Court 
at Austin, one of which is styled "The Metropolitan Trust Company, trustee, 
eomplainants. vs. The Houston & Texas Central Railway Company and John H. 
Beagan et al., defendants.^' The cases in which this testimony has been taken 
are those wherein the federal circuit judge granted an injunction the 22d day 
of last August against the Texas Eailroad Commission. Aside from the con
stitutional question presented by the complainants in those cases, an issue 
of fact was raised, and the injunction granted on the ground that the rates 
fixed by the commission were so low as to diminish the earnings of the railroads 
below the amount necessary to defray operating expenses and to pay the inter
est on their bonds; for which alleged reason they were confiscatory of the 
railway property, and in that respect violative of the United States Constitu
tion. The testimony in the cases was taken on this issue. Had it shed light 
on the reasonableness of the commission rates only, then no public mention of it 
by the Executive would be appropriate. But it goes further; it reflects upon the 
highest officials of one of the most important public highways in the State; 
and in the reflection it does not fail to expose to public gaze the modern methods 
of railway management under supervision of federal <;ourts. For this reason, 
added to the r ight of the public to have the publi'^ highways operated for the 
public good instead of for public plunder, this testimony is laid before your 
honorable bodies. 

Among other pertinent facts established by it, the following points are 
made prominent, and deserve special attention: 

1. That since 1885, 25 per cent of the compress charges collected by the Hous
ton and Texas Central Railway from the cotton producers has gone corruptly 
into the private purses of its receiver and managing officials, and not into the 
railway treasury. 

2. That these officials have not been operating that property for the public 
good, with due regard to the interests of those who have capital invested in i t ; 
but have used it to oppress the citizen, to extort unreasonable tolls from the 
public, and to build up private fortunes by criminal methods. 

3. That the receiver and managing officials engaged in this corruption held 
their positions under and by virtue of the authority of the federal courts. 

4. That of these crimes due notice was given months ago to the federal 
judges in control of the property so held in trust, and they have failed to 
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have the criminals prosecuted, brought to an account, or to protect the public 
from the misuse and wilful abuse of the corporate franchises granted to the rail
way company by the State government. 

5. That this great public thoroughfare has been operated by the federal 
courts for about eight years to the detriment of public interests. 

The testimony is clear, unequivocal and, though quite voluminous, merits 
full consideration in detail by reason of its public importance. All along the 
line, though not needing it, documentary evidence to fully corroborate the wit
ness, is used by him. The proof shows beyond doubt that before the railway 
property was put into the hands of the federal court, 50 cents a bale was imposed 
on the producer for compressing; and that no concessions, tributes or bonuses 
were asked or exacted by or paid to the railway officers for furnishing the 
cotton to the compresses. That soon after the railway property was taken 
charge of by the federal court and placed in the hands of a receiver these same 
compresses were compelled to charge, not only the 50 cents a bale for railway 
purposes, but were coerced into the payment of an additional 15 cents a bale for 
the private pockets of the receiver and general freight agent under him. That 
this increase in price for compressing was forced upon the owner of the com
press by the demand of the said federal court agents under their threat to destroy 
private property by misuse and abuse of the corporate franchises. That to save 
his property from confiscation by these federal court officers this citizen was 
compelled to sell one-half interest in his compresses at a price less than half its 
value, arbitrarily fixed by themselves. That by these federal officers private 
shippers of cotton were peremptorily refused the privilege of having their 
cotton compressed where they chose, but were forced to give it to the compress 
named by said officials. That to have the cotton compressed where these 
officers desired, they forced it to points away from its nearest route, entailing 
an extra haul on the road often a hundred miles, compelling the shipper to 
pay the extra expense of the unnecessary service. That as soon as the railway 
property was sold out, with the prospect of going into new hands, the fed
eral traffic agent notified the compress owner that the price of compressing 
would be changed to its old rate of 50 cents a bale, showing conclusively that 
the extra 15 cents per bale was exacted for private purposes. That by reason of 
their power to crush out the private citizen, these federal officers forced him to 
incorporate his compresses, issue stock to them at a price arbitrarily fixed by 
themselves; and then, by the peculiar methods of '-freezing out, ' ' known in cor
porate circles, they and their associates in time became the owners of all the com
press property. That they forced the citizen to sell his stock at 33J^ per cent 
of its face value; and after they got possession of it, the proof shows that it 
increased to twice its face value, to be worth 200 cents on the dollar, and paid 
14 per cent dividend to them. That on $150,000 of stock of the compress prop
erty, which cost only $75,000, the public, through the oppression of the federal 
court officers in the abuse of corporate franchises, was forced to pay a dividend 
of U per cent. That when the citizen refused to pay money to the receiver the 
compress was operated at a loss; but when he paid his exactions, the com
press paid 28 per cent dividend on the cost of the property. That in last No
vember the facts showing the corruption of the federal court receiver and 
officers were filed on affidavit before the Tnited States Circuit Court judge for 
Texas, at New Orleans; and, in the language of the witness, the judge assured 
him '-that he would have nothing to do with the casef" that he ^^would transfer 
the whole matter to the other circuit judge for such action as he might see 
proper." The witness states that the matter has not been investigated so far 
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a s he knows by the federal court ; but that the receiver- 'resigned" the next 
<lay after the said exposure by complaint was made, but that he yet oper
ates the property. He also shows that these federal court officers owned an in
terest in other compresses in the State. The witness is a prominent, well in
formed business man, and swears that he believes an examination of the 
^different stock books of the compresses in the State ' 'will show that one-half or 
more of the whole property is owned by or held for railroad officials;" and that 
**it is a prevalent belief that a compress cannot succeed unless the railroad offi
cials are interested; and in the light of his personal experience, would deem it 
an act of idiocy for any one to invest in cotton compress property without first 
satisfying the greed of the railway officials of the line on which it was to be lo
cated." In justice to the public it may be proper to state that the federal offi-
•cials named by the witness as owning and controlling the compress stock are 
Charles Dillingham, then receiver, and Daniel Ripley, then general traffic man
ager, and A. Faulkner, then general passenger agent, of the said Houston & 
Texas Central Railway, appointed by and under the authority of the Federal Cir-
<?uit Court. 

In connection with these important depositions, given in answer to ques
tions asked to refute the charge that the traffic rates fixed by the commis
sion are confiscatory of the railroad property, it is well to take a view of 
the history, record and reports of this public highway. I t is one of the oldest 
railways, and traverses the richest, most productive and best settled portions 
•of the State. For its main line and branches (about 520 miles long) the 
company received in grants from the State 4,769,280 acres of fine land, besides 
a free r ight of way over public domain, together with other privileges and fran
chises of rare value. During a period of over thir ty years it was permitted, 
without restraint, to levy and collect traffic charges and manage its own af
fairs at will. In every way it was indulged and encouraged by a generous 
public. Notwithstanding this, the complaint became general though false, 
t h a t ' ' t h e property was not paying;" and in 1885 the credtors had it placed 
in the hands of a receiver in the federal court. The year before this prop-
•erty went into the receivership its stock amounted to 87.700,000, and the 
outstanding bonds against it amounted to .S16,(X)0,800, aggregating, in stocks 
and bonds, $24,500,000, a large portion of which being certainly fictitious. 
This railway property, and the lands worth probably $12,000,000. were sold 
under decree of the said federal court in 1888 for the alleged sum of $10,-
000,000. After staying in the hands of the federal court before and after said 
sale for about eight years, this railway is minus its vast landed property, in 
acreage larger than the States of Connecticut and Rhode Island, and would 
be supposed to stand clear of debt. Regretfully such is not the condition. The 
bonds and stocks on it to-day aggregate 820,873,000, On this point the public is 
<?ertain]y interested, for the federal court restrains the commission from en
forcing rates which it holds are not high enough to pay interest on railroad 
bonds. As said before, these lands and the entire railroad property sold out 
five years ago for $10,000,000; and the railroad of itself, without the land to 
help bear it, now stands for over S2(L000,()0{) in stock and bonds—over S.IO,-
000 to the mile—and the railroad is yet in the hands of the federal cotirt, de
manding that traffic rates be maintained high enough to pay interest on those 
bonds. 

The traffic receipts of this property in 1884 were 82.752,000; and in lS8r> they 
decreased and amounted to 82,7:51».*)ir). While the expenses of 1SS4 were re
ported to be $005,000, they ran up in ISSf) to 82.0r)2,;577, or an increase of 
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expenses of the latter year over the former year of $1,387,377. So it will b^ 
seen that during the first year of this federal court control the traffic earn
ings of the road decreased, while the expenses increased over 300 per cent 
over the time when it was free from such management. This increase of ex
pense the first year of the receivership may be chargeable to betterment, but 
the official reports show that year by year the expenses continued to increase 
from $250,000, until in 1890 they reached over $750,000 more than for the first re
ceivership year. During this receivership this road collected from the public 
$25,975,520, and claims to have expended $19,883,826 thereof. At times the ex
penses of this road are claimed by the receivership to have been 87 per cent of 
its gross receipts; and never until the commission fixed its rates and begun an 
inspection of its aff'airs were its expenses reduced to 71 per cent of its gross re
ceipts. Standard authorities say that the expenses of the average railway in 
the United States amount to 60 per cent of the gross receipts. While this Hous
ton & Texas Central Railway is far above the average in every respect, its^ 
expenses under this receivership have never fallen below 70 per cent of it» 
gross receipts. What of fault or virtue there may be in such increased expendi
tures the public may never be apprised, for the whole of it is within the exclu
sive jurisdiction of the federal judiciarj^. 

Link together this remarkable record with the bold extortions on one citizen 
by the receiver and general freight agent of this road; in a spirit of fairness view 
them, is this all the Legislature can do? Has the State reached that condi
tion of retrogression and imbecility that it must remain a helpless witness to such 
outrages upon her people y Must she admit that her autonomy has at last been 
destroyed by the federal circuit judges? Is it possible that the creatures on whom 
she has lavishly bestowed her richest bounties shall retreat behind any power 
or authority, free from her control? Shall corruption, backed by any author
ity whatsoever, enter her dominions and lay the mailed hand of extortion 
and oppression upon the citizen by the abuse of corporate franchises, and g o 
unwhipped of justice? 

Measured by the constitution and laws all courts and officers, state and federal^ 
must stand. None of them are beyond the law. For no one is there immunity 
in such a thing as the ' ' higher law"—a myth behind which criminals crouch to-
undermine and destroy this government. High and low; public officials and pri
vate citizens; the thief of a dime, the robber of millions—all alike are amenable 
to the same law. By its impartial application the greatest criminal may bo 
reached and drawn down to t\.e level of justice and visited with condign punish
ment. 

Where there is a will there is a way. The State is not so weak that it must 
permit its railways to be used by any power as instruments of oppression. 
She has the right to punish the corporations directly, and she is amply able 
to see that officials who claim immunity under federal authority are brought to 
the bar of justice—before the proper tribunal—to answer for their miscon
duct, oppression and crimes in the abuse of corporate franchises. No cloak of 
authority is broad enough or so immutable as to vouchsafe protection to crime.^ 
Deep laid in crime is the spirit that leads to the abuse of a public trust. Railroad 
receivers and officials have public trusts to perform. When they levy tribute on 
the citizen for private ends, they commit a villainous offense against the pub
lic. All parties to it. and those who fail when duty calls them to check the act, 
are culpable and should not escape. 

The prevalent custom of operating railroads through federal court receiv
erships is pernicious, born of arbitrary power, defiant of private rights,. 
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subversive of public policy, and is the embodiment of danger to free in
stitutions. Nothing illustrates this more than the proof of Mr. Nalle. What 
he shows to be the treatment by railway officials of persons engaged in 
<20tton compressing is understood to apply to those engaged in manufac
turing of all kinds with the hope of remuneration. Their success depends 
on the favoritism of railway managers. To correct this evil, as well as to 
establish just rates, the Railroad Commission was created. To avoid inspec
tion and regulation by this State authority, the railways created and endowed 
by the State government cringe behind federal court injunctions and receiv
erships. Mr. Xalle tells of Receiver Dillingham calling on him to take back 
the Ennis compress stock, because of interrogatories propounded to him by 
the citizens of Corsicana, which he had to answer. Right here it is a pertinent 
point, aft'ording an index to the vicious methods of such receiverships. Years 
before that road was taken charge of by the federal court, the people of Corsi
cana. by private subscriptions and liberal bonuses, made a contract with the 
railroad company to permanently locate its machine shops there. This was 
-done, and for several years harmony and satisfaction prevailed between those 
people and the railway. After the federal receiver took charge of the railway 
property, and, together with his co-officials, became interested in Ennis, 
especially in the compress there, he moved the machine shops away from (Jorsi-
cana to that place, about thir ty miles distant. The (Jorsicana people tried to 
prevent this high-handed act by applying to the federal circuit judge for an 
injunction to restrain the receiver. They.came out of that case about like 
all other citizens do when they attempt to ' ' interfere" with federal court offi
cials in the exercise of their unrestrained, arbitrarj'- power. It was in this case 
that the charge was publicly made calling in question the integrity of the 
court 's receiver, but to no avail, for'the machine shops were promptly moved 
and the receiver retained. Thus the speculation and oppression were con
summated. While testifying in that case the receiver was prepared to answer 
questions, as he had ''disposed"" of his interest in the Ennis compress stock. 
After swearing, he regains it with increased advantage, until he and his asso
ciates own it all. So, starting in poor, in a manner penniles>^, these offieials, not 
satisfied with liberal salaries, grow rich in a few years by the virtual confi-ira-
tion of the property of one citizen. How many others have been the subjects 
of their greed and rapacity, gratified from the strongholds of federal author
ity, maybe known only by learning how many compresses, oil mills, elevators, 
stock pens, lumber yards, and factories of various kinds have been operated for 
a period of years with seeming success along the lines of that railway. 

The time has come for the public to raise the hand of justice and strike down 
such villainy. Two years ago I pointed out by message the crimes against the 
State committed by subordinate federal officials, and called on the Leii;ishiture 
to make suitable appropriations to defray the expen^e-^ of bringing the olfenders 
to justice. Nothing was done. The Governor and the people were left help
less witnesses to the insidious but certain course of the "subtle corps of sap
pers and miners constantly working under ground to undermine the founda
tion of our government." 

Since the warning sounded by the great author of the Declaration of Inde
pendence that '"the germ of dissolution of our federal governniont is in the con
stitution of the federal judiciary, an irresponsible body, working like gravity 
by night and day, gaining a little to-day and a little to-morrow, and advancing 
its noiseless step like a thief over the field of jurisdiction until all shall be usurped 
from the States, and the government of all consolidated in one,' ' patriots have 
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pondered over the situation for relief, but have signally failed. Suppose Mr, 
Jeff'erson had a view of Mr. Nailers testimony, and could take a sight at the 
daily conduct of the subordinate federal judiciary sequestered for life behind 
bulwarks built, not by Congress, but by their own decisions? 

Suppose he could see a great public highway remain for eight years in the 
hands of a federal court, whose officers, by the exercise of corporate franchises^ 
granted by the State, levy tribute on the citizen for the amassment of great 
private fortunes? Suppose he could read the opinion of a circuit judge mod
ifying and setting at naught the decision of the supreme court of the State, 
as has been done in Texas? Suppose he could see a federal circuit judge reach 
out and take a railroad away from the State court for receivership purposes, 
when the State itself was seeking to forfeit, and did forfeit, its charter for abuse 
of its franchises? Suppose he could witness a federal judge running a rail
road without a charter, as is being done in this State? Suppose he had lived to 
read the terrible arraignment of federal receiverships by the supreme court of 
the United States? On that subject, in an important case, that court said: ''If 
these receivers had been appointed to sell the roads, collect the means of the 
companies and pay their debts, it might have been well enough. But this was 
hardly ever done. I t is never done now. I t is not the purpose for which a re
ceiver is appointed. He generally takes the propertj^ out of the hands of its-
owner, operates the road in his own way, with an occasional suggestion from 
the court, which he recognizes as a sort of partner in the business; sometimes, 
though very rarely, pays some money on the debts of the corporation, but 
quite as often adds to them and injures prior creditors by creating a new and 
superior lien on the property pledged to them." 

The warning of this great man, coupled with this severe criticism made by 
the Supreme Court'of the United States, must cause a patriotic people to view 
the encroachments of the federal power upon States' r ights through the modern 
medium of railway receiverships, with serious apprehension and alarm. The 
climax has been reached and exposed to public view. To fiinch at the call of 
duty drags manhood to ignominy. Response to its call with the firm tread of 
fearless independence leaves ""manhood and conscience unsullied, pure. The 
time for action bj'^Texans has not passed. Public interests demand a halt. Life to 
commerce is nurtured by its freedom. The corporate shackles on industry must 
be cut by the hand of State sovereignty. Texas must control her carriers. She 
must scourge back the horde of federal officials when they oppress the citizen 
and sap commerce by the abuse of corporate franchises. Prosperity, the legit
imate fruit of industry and economy, springs from energy and hope. Destroy 
hope, energy becomes paralyzed, economy futile, prosperity impossible. A 
blight spreads over all these when the State government surrenders her func
tions to the arbitrary use of any power. To preserve her self-respect, to guaran
tee to the citizen what is due him, to set an example to the world, illustrating 
her power to do and demand justice, the State of Texas can not escape the 
responsibility of taking action now to prevent the recurrence of this disgrace-
ful^receivership perfidity. 

To this end, therefore, 1 beg to recommend the adoption of laws substantially 
embodying the following provisions: 

1. That the charter of every railway company and other corporation shall be 
forfeited if its property shall remain in the hands of a receiver for a longer 
period than three years; and make the rechartering of every such corporation 
or its successors to be conditioned, among other things, upon the payment of 
heavy penalties to the State. 



2. That all railroad officials and traffic agents shall be deemed and held to be 
public officials, and as such shall be prohibited under suitable penalties from 
using the railway property in the assistance or support of any private business 
or enterprise in which they may be interested in competition with other people. 

3. Set aside a liberal appropriation by and out of which the Governor may pay 
the expenses of all necessary investigations and prosecutions of federal officials 
when they violate State laws or willfully infringe on States' rights. 

I beg further to recommend that you adopt resolutions instructing the sena
tors and requesting the representatives in Congress from Texas: 

1. To oflFer and support a resolution in the Congress to have the conduct of 
the federal officials investigated and acted on in relation to their manage
ment of all railroads in this State over which federal receivers have been ap
pointed, and especially of the Houston and Texas Central Railway for the eight 
years of its receivership pending in the federal court. 

2. To off'er and support a bill to limit the jurisdiction of the subordinate fed
eral judges in general, and to define who are citizens within the meaning of 
the Constitution of the United States, so that corporations created by the State 
shall not be subject to the jurisdiction of the federal courts. 

3. To off'er and support a resolution for Congress to propose to the several 
States an amendment to the federal constitution making the United States 
judges appointive for a limited period of years, and renewable by the President 
and Senate. 

4. To support a law abolishing the office of one or both the circuit judges 
for this district as being a useless expense to the government. 

Though the crafty hand of the federal judge has swung the pendulum of pub
lic opinion too far from the line of States' rights for the public good, the 
alarm has at last been touched and public attention aroused. In the light of 
Mr. Jeff'erson's prophecies the situation is seen and understood. A change must 
come. The pendulum must be restored to its equilibrium. Through the con
gress of the United States must the work be done. Let Texas do her part. 

Respectfully. 
J . S. HOGG, 

Governor of Texas. 



APPENDIX. 

NALLE'S TESTIMONY. 

In the United States Circuit Court, 
Western District of Texas, Fifth Cir
cuit, at Austin, Texas. The Metropoli
tan Trust Company. Trustee, Complain
ants, vs. the Houston and Texas Central 
Railway Company and John H. Reagan 
et al.. Defendants. 

Questions to and answers of Joseph 
Nalle, of Austin, taken in the foregoing 
and five other cases filed in the Circuit 
Court, at Austin: 

Q. State your name and occupation, 
and your place of residence, and how 
long you have resided in your present 
place of residence. 

A. Joseph Nalle, lumber merchant, 
Austin, Texas, twenty-two years. 

Q. Please state if in past years your 
occupation has brought you in business 
relations with the railroads of the State 
of Texas. If yea. state how long you 
have had business relations with the 
railroads of Texas. 

A. Yes. About twenty-one years. 
Q. Please state the character of your 

business in past years, and if you had 
occasion by reason thereof to ship over 
the railroads, and to what extent. 

A. Lumber business. Have shipped 
large quantities of freight during that 
time, usually in carload lots. 

Q. If you say you dealt in lumber or 
other products, please state if you ever 
had any advantage over your compet
itors in business: and if yea, state by 
what methods and through what sources 
you obtained the advantage over vour 
competitors. 
^ A. I have no recollection of ever hav
ing been granted any special favors, 
privileges or rebates not accorded or 
tendered my competitors. 

Q. If you say you have had advant
ages through rebates, special rates, or 
any other character of discrimination, 
p.ease state specifically the rate given or 
discrimination made by the rli lroads. 
and state what was the open rate^ 
charged by the railroads at the t L e 

A. Answered in No. 4 (just above). 
^^ If you say discriminations of anv 

character were made in your favor^ 

please state if you had to pay any one 
for the same; and if yea, state to whom 
the payment was made 

A. Answered in No. 4. 
Q. If you say discriminations of va

rious kinds were made by the railroads, 
please state if you know whether dig-
criminations in favor of other persons 
than yourself were made; and if yea, to 
whom, and give the character of such 
discriminations; and if you know, state 
if anything was paid for the special 
privileges; and if yea, to whom, and 
what way paid. 

A. Answered in No. 4. 
Q. While engaged in shipping over 

the railroads of Texas, please state if in 
your experience the open rates were ad
hered to. Were not the rates unstable, 
and did not this condition unsettle busi
ness? 

A. My experience and observation led 
me to the belief that open rates were not 
strictly adhered to . I consider that rates 
were unstable and did have a tendency 
to unsettle business. 

Q. Please state if in your experience 
the power of the railroads over the busi
ness interests of the State has been ex
ercised with any degree of fairness or 
equity to shippers: and if not, state in 
what respect the railroads of the State 
have failed in their duty of fairness and 
equality to all their patrons. 

A. I am not prepared to return a spe
cific answer to this question. My ex
perience as a shipper of lumber exclus
ively would hardly justify me in speak
ing for the general shipping public. The 
rates charged on lumber 1 have always 
regarded as excessive and as discrimi
nating against State dealers. 

Q. Have you ever owned any cotton 
compresses on any railroad lines in the 
State? If yea, state on what lines of 
railway, at what points, and state what 
induced you to locate the plants at such 
points and what they cost you. 

A, Yes; at one time 1 owned two cot
ton compresses, one located at Waco, 
McLennan county, and the other at 
Ennis, in Ellis county, both located on 
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the line of the Houston and Texas Cen
tral Railroad. I was induced to build 
the presses at both points named by rep
resentations made to me by the then 
manager of the road, that the railroad 
company would extend me all possible 
aid and assistance and foster the enter
prises by giving me the company's en
tire business at these points—that is, the 
cotton controlled by it at those points. 
I was told that the advantages accruing 
from the building of the comprcbses 
would be reciprocal—that while yielding 
me a handsome profit upon my invest
ment, they would materially assist in 
increasing the business of the road. 
Under these promises the two com
presses were erected by me at a cost of 
about $75,000. 

Q. If you say you were induced to 
place said cotton compress on certain 
lines of railway in Texas by reason of 
certain promises and agreements made 
by the officers of railroads in Texas, 
please state specifically the agreement, 
promise or consideration off'ered; and 
state whether they were carried out, and 
if so state what you paid for the privi
leges granted, and to whom you paid it . 
Give a complete statement of your deal
ings with the railroads in reference to 
the construction and subsequent use of 
your cotton compresses. 

A. Under specific promises from the 
then management, that if 1 would build 
a compress at Waco, on the line of the 
Houston and Texas Central Railroad, to 
meet the competition of a compress es
tablished at that point on the line of the 
Missouri, Kansas and Texas Railway. 1 
should have the support and influence 
of the road in the securement of all cot
ton handled by it at that point and 
points above, I built the Waco com
press in 1883. In the following year 
(LSS4), under similar promises. 1 built a 
compress at Ennis, also on the line of 
the Houston and Texas (^entral Kail-
way. No concessions, tributes or bo
nuses were asked or expected of uie by 
the then management, and none were 
ever paid by me to him or any other 
person under him. The promises and 
pledges made me bv the then represent
ative of the railroad company were 
faithfully fulfilled for the seasons of | 
1883-4 and lSS4-r>. After that came a , 
change in the railroad management, 
and with it came a change in /ny busi-, 
ness relations with the road. A de
tailed statement of the causes leading 
UP to this change will be fully set forth 
in answer to subseciuent interrogato
ries. 

() If von liave ai»y written evidence 
of amounts paid officials of railroads for 
4-ertain privil<\i,M^^ granted to you in 

compressing cotton for shipment, at
tach the same to your answer; and if 
they are receipts for money that you 
wish to retain, let the notary attach cer
tified copies and identify the same? 

A. As the payments of money made 
by me to the receiver and general 
freight agent of the Houston and Texas 
Central Railway respectively, were paid 
to them at their request personally, I 
have not the written receipts in my 
possession to evidence the acknowledg
ment upon their part of the specific 
sums received by them; but the 
books, papers and vouchers of the 
railroad company and of the compresses 
for the periods referred to will fully 
substantiate and corroborate in detail 
the various amounts. In this connec
tion I submit herewith a note from Mr. 
Chas. Dillingham, receiver of the Hous
ton and Texas Central Railw^ay. and the 
facts connected therewith: On the oth 
of October, 188G, I forwarded to ]\Ir. 
Dillingham my personal check on the 
First National Bank of Houston for 
$1221.20, the amount being the aggre
gate of 10 cents on each of 12,212 bales 
of cotton compressed at my presses for 
the month of September, 1886, for the 
Houston and Texas Railway. The check 
was returned to me by Mr. Dillingham 
with the following note in pencil: 

[Copy.] 
^^October 8. 1886. 

'•J. Nalle: Please send currency by 
express. "<'. D. ' ' 

I complied with his request, retaining 
the check, which 1 still hold in my pos
session, and remitted to him in cur
rency the amount—$1221.20—by Wells, 
P^argo tv Co.'s express, as copy of re
ceipt herewith given attests. The check 
was never presented by Mr. Dilling
ham to the bank for payment. Had it 
been, it would have been promptly paid, 
as the officers of the bank will so cer-
tifv. 

[Copy.] 
^•Ai^i IN. Ti;x \>. October 10. issc. 

"Received of J . Xalh? package sealed 
and >aid to contain currency valued at 
twelve hundred and twenty-one dollars 
and twenty cents, addressed Chas. Dil
lingham. Houston. Texas. 

'•For the company, 
^"MrCh'AW. 

•'Agt. Wells. Fargo c't Co.'s Express." 
To this I received the following 

acknowledgment from Mr. Dillingham: 
[Copy.] 

"Hois roN ĉv; TKXAS < KNTKAK R V . CO. , 
' ' R K ( KIVKU'.N OKI K K, 

^'H<)rsn»x, TKXAS, Oct. 14, 1SS(>. 
*-.F. Xalle, Es(i.: 

" D K A H SIK: Yours received. I go 
to New Orleans toni;i:ht for some davs. 
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"Did the statement you gave me in
clude Waco? 

' 'The movement of cotton is less than 
half what it was last year at this time, 
and not nearly as lar^e as during Sep
tember. AVhat is the matter? Is the 
crop shoit. It certainly must be on the 
Austin branch. 

''1 return ^Ir. Wutson's letter. You 
an* getting all the transit cotton we can 
control at Ennis. 

"'Yours truly. 
- ' C . DiLLix<;iiAM.- ' 

ii. Please state how many officers of 
railroads you were paying for cotton 
delivered at your compresses; and if 
more than one, state to whom and why 
vou were compelled to pay more than 
one. and what you were i)aying each. 
Give a statement of the acts and conver
sations that brought about this payment 
of tribute to procure cotton for your 
compresses, and what induced you to 
do it. 

A. A detailed answer to this inter
rogatory necessarily carries w ith it. in 
full or in part, answers to interrogato
ries numbered respectively, 14 and 15, 
and can be more fully set forth and un
derstood by the reproduction of the fol
lowing copy of a letter addressed by me 
to ]\Ir, C. P. Huntington, who was gen
erally regarded as largely interested in 
the Houston LS: Texas C^entral Railway, 
and in fact controlling its management. 

[Copy.] 
•^ArsTiN, TEXAS. June 16, 1892. 

" Mr. C. P. lluntint;ton. New York: 
" DKAK S I R : Knowing that you are 

largely interested in the Houston & 
Texas Central Railroad, and without de
siring to tresi)ass upon your time, 1 
place in your possession'certain facts 
regarding the mana^^ement of that great 
thoroughfare, which cannot fail to com
mand your attention. 

'• I know that it is a i)revalent idea 
that gentlemen occupying high and re
sponsible positions like yourself are not 
usually willing to accord a patient audi
ence to a private citizen, but I can not be
lieve that you will be so deaf to your own 
interests or those of your patrons as to 
refuse in this case to give an impartial 
hearing. 1 shall not tax your time nor 
patience with lengthy details, but briefly 
and concisely as possible place before 
you the methods by which your receiver. 
Mr. ( harles Dillingham, and your gen
eral freight agent, Mr. Daniel Ripley, 
manage the great property under their 
control. 

'• For about twenty years 1 have been 
largely en^a^^ed in the lumber trade, 
with yards at, among other places, 
Waco, Austin and Alexander, all situ
ated on the line of the Houston & Texa^ 

Central Railway. In the summer of 
lss;5 I was urged by the then manage
ment of the said railroad to build a cot
ton compress at Waco, to meet the com-
])etition of a compress established at 
that point on the line of the Missouri, 
Kansas Si Texas Railway, being repeat
edly assured that 1 should have the sup
port and influence of the road so far as 
it could be extended through the cotton 
it controlled at that point. I built the 
compress, and in the following year, 
also at the urgent solicitation of the then 
management. I built another compress 
at Ennis, also on the line of the Houston 
ife Texas Central Railway. 

'•At the commencement of the cotton 
season of 1880-86, the management hav
ing undergone a change. I was ap
proached by Mr. Daniel Ripley, gen
eral freight agent, with the demand 
that I should pay him an indi
vidual bonus of I2J2 cents on each bale 
of cotton given my presses by tho 
Houston and Texas Central Railway 
during the season for compression. 1 
declined to accede to his demand, when 
finally he oft'ered to increase the price^ 
for compressing from 10 cents per 100 
pounds, or 50 cents per bale, to 12 cents 
per 100 pounds, or 60 cents per bale. 
Recognizing that it was in his power to 
ruin my business and render my prop
erty valueless I reluctlantly consented 
to pay his tribute, and as a result 1 paid 
him the sum of -$7,474.62. i*̂  being 12i.; 
cents per bale on 59,799 bales of cotton 
compressed at Waco and Ennis for the-
Houston and Texas Central Railway 
Company for season of 1885-6. 

" At the commencement of the season 
of 1886-7 Mr. Chas. Dillingham, receiver, 
in a personal interview, demanded that 
I should pay him for his own use a 
bonus of 10 cents per bale on all cotton 
controlled by his road and pressed by 
my two presses. 1 declined to do so, 
assuring him the business would not 
stand such a levy, and expostulated 
with him; but knowing his power to 
crush me through his position as receiver 
of the road, 1 yielded to his demand for 
10 cents per bale. Doing so, how^ever, 
compelled me to cease the tribute to 
Ripley, and I so advised him. In angry 
tones he (Ripley) accused me of ' going 
back on h im ' for Dillingham, and de
clared repeatedly that he would make it 
• hot for me.' I' ndeterred by his 
threats, 1 firmly declined to pav further 
tribute to him. He remarked : -I have 
got some money and I will tell you 
what I will do. 1 will make the price 
of compressing 13 cents per 100 pounds, 
or (;:> cents per bale, and you pav me 5 
cents per bale.^ Situated where'resist
ance was futile, 1 no longer resisted but 
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let him manage to suit himself. For 
that season (1886-7) 1 paid to Mr. Chas. 
Dillingham and Mr. Daniel Ripley, re
ceiver and general freight agent, respect
ively, of your great thoroughfare, the 
sum of $11.425, being 15 cents per bale 
on 76,167 bales of cotton compressed at 
Waco and Ennis for the Houston and 
Texas Central Railway Company. 

'•During the following season. 1887-8. 
1 paid to Mr. Chas. Dillingham and Mr. 
Daniel Ripley the further sum of 
$9,939.30, it being 15 cents per bale on 
66,262 bales of cotton compressed at 
Ennis and Waco for the Houston and 
Texas Central Railway Company by my 
two compresses. 

^'The following season, to save my 
property from virtual confiscation, I 
gold to Mr. Chas. Dillingham and Mr. 
Daniel Ripley one-half interest in my 
two compresses at a price fixed by them
selves, receiving $25,000 for property at 
a fair valuation worth $50,000. For 
some reason, unquestionably satisfac
tory to Mr. Ripley, he diverted all the 
transit cotton of the season of 1890-1 to 
the National or McFadden compress, lo
cated at Waco; so that, instead of re
ceiving a fair dividend upon my invest
ment, the Waco press was run at a 
heavy loss. Mr. Ripley and Mr. Dil
lingham, for reasons afterwards plainly 
apparent, were so determined that the 
property should prove unprofitable, 
that Mr. Burden and Mr. Thompson, 
cotton buyers at Dublin, were peremp
torily refused the privilege of having 
their cotton compressed at my press, 
after repeated requests, and forced to 
give their cotton to the National or Mc
Fadden press. In fact, over 7000 bales 
of cotton were hauled by Mr. Ripley's 
orders from Marlin and other points 
south of Waco, compressed at the Na
tional press, and thence retransported 
south to Houston or Galveston, entail
ing an extra haul on the road of 100 
miles, more or less, at its own expense, 
and for which it received no ad
ditional compensation whatever. Rec
ognizing my inability to cope 
with such opposition, and making a vir
tue of necessity, I gladly disposed of my 
remaining interest in the compresses 
two or three months ago to a gentleman 
representing Messrs. Dillingham and 
Ripley, who are now the possessors of 
$110,000 of the $150,000 of the stock for 
which the Waco-Ennis Compress Com
pany was stocked, at a cost to them of 
d7}4 cents on the dollar. 

^'As to the statements herein con
tained, I court and request the fullest 
investigation as to their t ruth , and stand 
ready at call to substantiate them by 
corroborative circumstances, letters, ex

press company's receipts, etc., and by 
vouchers on file in the railway com
pany's office. The matter is in your 
hands to take such action as you may 
deem proper and as the premises sug
gest. 

'"Very respectfully, 
'•[Signed] J O S E P H N A L L E . " 
To this I received from Mr. Hunting

ton the follow^ing reply: 
[COPY.] 

•'23 BROAD STREET, 
^ ' N E W YOR K, June 22, 1892. 

'^Jos. Nalle, Esq., East Sixth Street^ 
Austin, Texas; 
' ' D E A R S I R : Yours of the 16th is re

ceived, and has been carefully noted. 
Some time 1 will take this whole mat
ter up with you: but I am not ready, 
for reasons that it is not necessary hero 
to explain, to take it up at present. I 
will ask you not to say anything to any
body in reference to the matter, al
though any further data that you can 
get that will be useful when the time of 
action arrives, it would be well for you to 
acquire. I shall say nothing to any one 
about it myself until after I again com
municate with you. 

' 'Yours very truly, 
' ' C . P . HUNTIXOTOX." 

Q. What became of your compresses; 
and if you say a stock company was 
formed to operate them, state for how 
much the plants were capitalized, who 
got the stock, how it was divided, and 
what was paid for it. 

A. In the summer of 1888 ' I was noti
fied by :Mr. Ripley, the general freight 
agent, that in future the price of com
pressing allowed by the railroad com
pany would be reduced from 65 cents a 
bale to 50 cents a bale. He said he was 
compelled to do this as the road had 
been sold and would soon pass from the 
receiver into the hands of the purcha
sers, and he could not aff"ord to assume 
all the risk while Dillingham was reap
ing the lion's share of the prof-
fits. Besides, if any trouble 
should come up he felt sure Dil
lingham would not stand by him. I 
told him that at a 50 cent rate I could 
not afford to give up any part of it, and 
he then suggested that 1 form a stock 
company and issue to him and Dilling
ham a block of the stock. 1 objected to 
the proposition, telling him I w âs op
posed to mixing up with stock com
panies, and preferred to retain the 
properties in whole. After some fur
ther conversation, I left Ripley and 
wei»t to Mr. Dillingham's otHce. 1 told 
him of Ripley's action in reducing the 
price of compression from 65 cents a 
bale to 50 cents a bale, at which he ex-
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pressed surprise, saying Ripley had not 
informed him of his intention, and 
added: "'Of course, that will make no 
difl'erence in our arrangement. You 
will still continue to pay me 10 cents a 
bale for all cotton compressed by you 
furnished by our road?" 

I explained to him that it would be 
impossible for me to do so, but he con
tinued to repeat: '^Oh, you can pay me 
ten cents a bale.*" I told him positively 
1 could not and would not, and that 
sooner than be levied upon in that man
ner I would rather dispose of an inter
est in the compresses to him and Rip
ley, or shut them down altogether. Mr. 
Dillingham then asked what I would let 
him and Ripley have a half interest for. 
I told him that, considering all the cir
cumstances. I would sell him and Rip
ley a half interest in both plants for 
$60,000. He objected to the sum as too 
high, and after considerable talk finally 
ottered me $25,000. I left his office 
after declining his offer and went to 
Ripley's office. 1 detailed to Ripley my 
conversation with Dillingham and the 
latter's oft'er of $25,000 for a half inter
est. Ripley insisted and urged me to 
accept the proposition, stating that I 
should lose nothing thereby, and that 
the increased business would more than 
recompense me for the sacrifice made in 
disposing of the property at less than 
half of its value. 

Under these circumstances, supple
mented by the statement from Ripley 
that he had been oft'ered a large block 
of stock at a nominal figure in the Mc
Fadden or National compress, a rival 
enterprise erected at Waco the year 
previous by the McFadden Bros., of 
Philadelphia, I reluctantly consented 
to incorporate my compress properties 
as a stock company, and cipitalize the 
same at $150,000. one-half, or 875,000, of 
the stock to be retained by myself and 
the remaining half to be equally divided 
between Dillingham and Ripley—$37,-
500 each. I agreed to accept the sum— 
$25.000—arbitrarily fixed by themselves, 
and issued to them the number of certi
ficates of stock to which they were en
titled as owners of a one-fourth interest 
each in the two plants. 

The real value of the properties can 
the better be understood from the sub
joined extract from the sworn deposi
tion of A. Faulkner, Mr. Dillingham's 
general passenger agent, taken in a suit 
tried before the Travis district court, 
styled "D . Ripley vs. Waco-Ennis Com
press Co." Faulkner had meanwhile 
become possessor of several shares of 
the stock, and in the above-named suit, 
under oath, testified as follsws as to the 
value of the stock: '-The real value of 

the stock I consider twice its face value, 
as it paid 14 per cent dividend while I 
owned it . ' ' As the face value was $100 
per share, i t was worth, according to 
Faulkner 's sworn testimony, 200 cents 
on the dollar. (Vide deposition of A. 
Faulkner in suit of D. Ripley vs. Waco-
Ennis Compress Co., now on file in the 
office of the clerk of the district court 
of Travis county.) 

Of course it was mutually understood 
and specifically and plainly stated 
that both Dillingham and Ripley, in 
consideartion of my relinquishing to 
them a half interest in my property for 
a sum less than half its t rue value, 
would do all they could to assist and in
crease the busiuess of the presses, which 
they did during the seasons of 1888-89 
and 1889-90. I t should be under
stood that previous to the two seasons 
of 1888-89 and 1889-90. when dividends 
were declared and paid, I paid the bo
nus demanded—ten cents to Mr. Dilling
ham and five cents to Mr. Ripley on 
each bale of cotton compressed that I 
received from the Houston and Texas 
Central Railway. On the first day of 
September, 1889, Mr. Dillingham wired 
me to meet him in Houston, which I 
did. 

In the interview which followed, Mr. 
Dillingham stated that owing to a suit 
which had been, or was about to be in
stituted by the citizens of Corsicana, to 
prevent the Houston and Texas Central 
Railway company from moving its ma
chine shops from that place to Ennis, 
he would be compelled to dispose of his 
compress stock, and desired that I 
should take it off* his hands. I did so, 
paying him an advance on the price he 
had paid me for the entire block of 
stock issued to him less $5000, which 
amount he had previously sold to A. 
Faulkener, his general passenger and 
ticket agent, for 100 cents on the dollai. 
My repurchase of the stock was a bona 
fide transaction, made alike as a busi
ness investment, and as a courtesy to 
Mr. Dillingham to relieve him from the 
embarrassment into which he was 
thrown by the institution of the suit 
against his road by the citzens of Cor
sicana. I t was mutually agreed be
tween Mr. Dillingham and myself that 
Ripley was to be kept in ignorance of 
the transaction, and be left under the 
impression that Dillingham was still the 
ower of the stock originally purchased. 

A dividend of 14 percent was declared 
for the season of 1889-90, and I paid Mr. 
Ripley the sum of $5250 as the amount 
due on his stock of $37,500. On the 
payment to Ripley of this dividend, he 
having advised Mr. Dillingham of the 
fact, that gentleman at once came to 
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Austin and demanded that I should pay 
him the same amount as a dividend that 
I had paid Ripley. As I had purchased 
Mr. Dillingham's stock outr ight before 
the season commenced with no provis
ion, or even hint, that he was to draw 
the dividend for the succeding season, I 
declined to accede to his demand, and 
plainly told him so. Some months after 
Mr. Dillingham's visit. Mr. Ripley called 
on me in the interest of that gentleman's 
demands. Mr. Ripley complained of 
my treatment of Mr. Dillingham, as told 
to him by that gentleman, and insisted 
that 1 must do something to satify and 
placate him. 

Among other things, he said that un
less I consented to Dillingham's de
mands, he (Ripley) would be unable to 
extend our presses the patronage here
tofore extended, as he was powerless to 
act against the will and wishes of Dil
lingham. Despite his importunities 
and threats, I refused to pay Mr. Dil
lingham another cent beyond what I 
had already paid him; and the conse
quence was, the Waco press, for the en
suing season, was operated at a loss. 
From over 30,000 bales compressed the 
previous season, the receipts for 
1890-91 fell below 10,000 bales, 
entailing a loss upon the com
pany of several thousands of dollars. 
The deficit in receipts represents 
the number of bales of transit cotton 
diverted through the infiuence and 
power of Messrs. Dillingham and Rip
ley from the Waco press to the McFad
den or National press. 

On December 28, 1890, I received a 
letter from Mr. Ripley asking me to ad
vise him on what date the secretary of 
the company would be in Austin, as he 
desired to come to Austin and have his 
stock transferred on the books of the 
company for the purpose of selling the 
same, and learn the probable amount of 
dividends that would be earned by the 
stock by the first of the following Jan
uary. To this letter I mailed the fol
lowing reply, to which no answer was 
ever received by me: 

[Copy.] 
AuSTix, T E X A S , Dec. 30,1890. 

"Daniel Ripley, Esq. , Houston : 
' •DEAR S I R : I have your letter of the 

28th instant, and beg to say in reply 1 
can not consent to allow the stock you 
hold in the Waco-Ennis Compress com
pany to be transferred, for the reason 
that the consideration and condition by 
which you came into possession of it 
have not been fulfilled; but, on the con
trary, you have so fiagrantly disre
garded the agreement, that you have 
forfeited all legal and moral claim to i t : 
and as the legal title to this stock is yet 

in me, I do not propose to pass title un
til the consideration and condition for 
which it was ' given are complied with. 

'•Before any proposition looking to a 
settlement of the matter will be con
sidered by me you will have to pay over 
the profits on the twenty thousand or 
more bales of transit cotton which you 
diverted from the Waco press to the 
National compress at ^Vaco (a rival 
company), the profits from which 
would have amounted to more than 
$6000. To do this, however, would, I 
presume, entail no hardship on you, as 
the compensation you received this 
season from the National compress 
people for controlling this cotton is 
ample to meet the demand. But even 
after paying this amount. I could not 
consent to part with my title to the 
stock you hold until I could be fully as
sured in some satisfactory way that a 
repetition by you at some future time 
in the way of using your influence in 
favor of a rival company would not 
occur. 

' ' I have written plainly and am fully 
decided on the position I have taken. 
Your action at Waco this season leaves 
me no other course, and if you are dis
satisfied the courts are open and can de
cide our diff'erences. 

'•Yours very truly, 
' • J O S E P H N A L L E . ' ' 

On November 18. 1892, I mailed to 
Mr. C. P . Huntington the following 
letter: 

[Copy.] 
AUSTIN, NOV. 18,1892. 

Mr. C. P. Huntington, No. 23 Broad 
Street, New York. 
D E A R S I R : Referring to your letter 

to me of date June 22nd last. I think 
it due you for me to let you 
know that I am to be sum
moned on behalf of the State before 
the United States Circuit (Jourt to tes
tify in the injunction suit now pending, 
restraining the State railroad commis
sion. I t is the purpose to get be
fore the court the inf ormatiom 1 gave you 
in my letter of date June 16. last, viz.: 
The appropriation by railroad traffic 
managers to their own use moneys be-
lono-ing to the companies, which should 
be applied to their operation and pay
ing dividends on money invested. 

1 write you this for the reason you 
requested me to keep the information I 
had communicated to you confidential 
until 1 heard further from you. 1 wish 
to sav thecoi:lenis of my letter to you 
were^ by some means unknown to me, 
promptly communicated to othcers of 
the Southern Pacific and Central rail
roads at Houston, and thence here and 
have reached the officers of the ^tate; 
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hence the cause of my being summoned 
before the court. I write this to let 
you know I have respected your re
quest. 

1 will further say I have heard noth
ing from you since the receipt of your 
letter of June, last. 

Yours respectfully, 
J O S E P H N A L L E . 

To this communication I received the 
following reply from Mr. Huntington: 

[Copy.] 
^'No. 23, BROAD STREET, 
^•NEW YORK, Dec. 1, 1892. 

^•Joseph Nalle, Esq., Austin, Texas: 
^^MY DEAR S I R : Yours of Novem

ber 18 is received, and I note its con
tents. I was in hopes that something 
would come to the front that would in 
some (way) exonerate the parties impli
cated in your note, as a man's reputa
tion is a thing that should be dealt with 
very carefully; as. when once tarnished 
i t is almost impossible to make it clean 
again, and partly because I have been 
very busy, and partly, as I say, because 
I hoped something would turn up to ex
onerate them, I have let the matter rest, 
although soon after I received your let
ter I showed it to Mr. Hutchinson, ask
ing him to be equally reticent in the 
matter, but to watch out and make 
whatever inquiries he could, with a 
view of either clearing up the charges 
against the parties or getting cumula
tive evidence to confirm them. I must 
say that 1 fully appreciate your feelings, 
as expressed in your letter, and agree 
with what you say as to the "appropria
tion by railroad traffic managers to 
their own use of moneys belonging to the 
company,which should be applied in pay
ing the expenses and dividends on the 
money invested to create the property; ' 
for railroads certainly have a very hard 
time—particularly in Texas—even when 
they receive all the money that belongs 
to them; and I think there is not a rail
road in Texas, that has depended upon 
Texas business for its support, but 
what has been in bankruptcy. The 
great east and west lines, controlled by 
myself and associates, have been sup
ported by business originating from 
distant points outside of the State. If 
it had not been for such business they 
must, like the others, have gone into 
bankruptcy. The western end of the 
road—that is, the Galveston. Harrisburg 
& San Antonio—has never earned of 
itself sufficient money to payMts operat
ing, fixed and betterment "expenses-
three accounts which always have and 
always will run with all roads as lono-
as they are operated. ^ 

''Allow me to thank you for the in
terest you have taken in this matter 

although I almost hope that the charges 
will not be proven, as a good reputation 
is better than much money. But as the 
matter is now in the courts the people 
implicated will have a chance to clear 
themselves, or else be compelled to ac
cept the fearful responsibility of mal
feasance in office. 

• 'Yours trulj^, 
' ' C . P . HUNTINGTON." 

Q. If you say the stock company was 
formed and stock distributed, please 
state why you consented to the arrange
ment. Give a full statement of the 
voluntary or involuntary inducements 
that brought about the formation of the 
stock company for the operation of 
your compresses. 

A. Substantially answered in replies 
to interrogatories numbered respect
ively 13 and 14. 

Q. What become of the stock com
pany? Are you still a member of it? 
And if not, why not? If you sold out, 
to whom did you sell, and at what 
price, and who owns the compresses 
now ? 

A. I am not a member of the company 
for the reasons above set forth. Ijlis-
posed of all my stock to Mr. Joseph 
Baldridge, acting for himself and others, 
$110,000' of the entire $150,000 of the 
stock of the company being transferred 
to Messrs. Dillingham and Ripley, Sub
sequently the Waco press was removed 
to C^alvert, thereby destroying the com
petition against the McFadden or Na
tional compress, and giving it an undis
puted monopoly of the transit cotton 
controlled by the Houston and Texas 
Central Railway at Waco. 

At the request of interested parties, 
on November 28, 1892, I filed before 
United States Circuit Judge Don A. 
Pardee, at New Orleans, La., a copy of 
my letter to Mr. C. P . Huntington of 
date June 16, 1892, with the neces
sary affidavit as to its authen
ticity and truthfulness. Judge Par
dee immediately cited Mr. Dilling
ham by wire (the latter was in Houston) 
to appear before him in New Orleans at 
11 o'clock of the morning of the 
next day, November 29, and also 
notified me to be present at the 
same hour. I was present at the ap
pointed time, but Mr. Dillingham, who 
had reached the city a few honrs previ
ous, failed to put in an appearance. 
Judge Pardee postponed any action un
til 3:30 o'clock of the same day, 
issuing another notification to Mr. 
Dillingham to be present at that 
hour. Later, in conversation, Judge 
Pardy assured me that he would have 
nothing to do with the case. He would, 
he remarked, simply furnish Dilling-
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bam with a copy of my letter to Mr. 
Huntington, and then transfer the whole 
matter to Judge McCormick to take 
«uch action as he might see proper. He 
would suggest to Judge McCormick, he 
added, to appoint a special master to 
investigate the matter thoroughly and 
have it thoroughly sifted. Up to this 
time, so far as I have been able to learn, 
no special master has been appointed, 
nor has any formal investigation taken 
place, either under Judge McCormick's 
or Judge Padee's orders. I was present 
in Judge Pardee's chambers again at the 
appointed hour—3:30 o'clock p . m.—but 
Mr. Dillingham not appealing, and hav
ing urgent private.business at home, I 
left New Orleans at a later hour and re
turned to Austin. 

On the following day, November 30, 
1892, Mr. Dillingham tendered his 
resignation as receiver of the Houston 
^nd Texas Central railway and other 
Texas railroads, which was immediately 
accepted by Judge McCormick, but by 
a subsequent order from the late Justice 
Lamar of the L^nited States Supreme 
Court the acceptance was temporarily 
rescinded to await the adjudication of 
pending litigation. Surprised at the 
Tindue haste manifested by Mr. Dilling
ham in tendering his resignation while 
«uch grave charges were pending 
against him, I wrote to Mr. A. C. 
Hutchinson, president of the Southern 
Pacific Railway Company, for an ex
planation, and received in reply the fol
lowing letter: 

[Copy.] 
^•NEW ORLEANS, Dec. 5, 1892. 

^'Mr. Joseph Nalle, Austin, Texas: 
• 'DEAR S I R : Your letter of the 3d 

received. Mr. Dillingham failed to 
make any defense against the charges 
you submitted, and sent in his resigna
tion as receiver of all the different roads 
in Texas, which was at once accepted 
by Judge McCormick, to whom the 
whole mattep had been transferred. 
You ask me, 'Why such haste?' I can 
give no reason; suppose, however, it 
was because he had no defense to make. 

' 'His having resigned—and resigna
tion accepted by the court—does not 
mean that he is discharged from the re
sponsibilities as receiver. This all de
pends upon what takes place hereafter. 

'̂ 1 understand both he and Ripley are 
in New York; for what purpose I am 
unable to say—very likely I may be ad
vised in the next .few days. 

' 'Yours truly, 
"A. C. H C T C H I N S O N . " 

Under date of December 10,1892, I 
Again wrote Mr. Hutchinson, requesting 
information, and received the following 
reply: 

[Copy.] 
' • N E W YOR K, Dec. 19,1892. 

' 'Mr. Joseph Nalle. Austin, Texas: 
' • D E A R Sir: Your letter of the 10th, 

after being detained in New Orleans, 
was forwarded to me here. I have been 
here since the 7th instant, I find Mr. 
Huntington is disposed to be lenient 
toward Mr. Dillingham, and because he 
has in mind the latter's wife and chil
dren, and whilesatisfied of what has 
been going on, he dislikes very much 
to do anything which would hurt 
the family, who are innocent. Never
theless, he informed me yesterday he 
should make an investigation, but as to 
just how he would conduct it he had 
not yet determined. His idea originally 
was to let him remain awhile and then 
withdraw. 

Meanwhile, in the suit of a stock
holder (Carey), which has been going 
on in the United States court for some 
time, and which was recently defeated 
on the trial at New Orleans, an injunc
tion has been granted by Judge Lamar 
of the United States Supreme Court re
straining the receiver from turning the 
property over to anyone. This, of 
course, complicates matters very much 
as, until the injunction is released, 
things must apparently remain in statu 
quo. 

'•Mr. Huntington has asked for Rip-
ley^s resignation by the 1st or lOth of 
January. * * * 

'•I was not here when Dillingham and 
Ripley were in New York, and have no 
idea as to what really took place, save 
that Mr. Huntington told me that both 
claimed they had done nothing wrong 
for some time past, that they had sold 
out, etc., etc.. and thus stopped the con
tinuance of such as they had been doing, 
and evidently they must have appealed 
to him for mercy. 

'•From what he said to me yesterday, 
I judge he must have recently received 
some other charges, as he says he will 
now have an investigation made, but 
what shape it will take I am unable to 
say. 

"•Yours truly. 
" 'A . U. lIlTCIUNSON.' 

It will be noted that :\Ir. Ripley did 
resign as general freight agent of the 
Southern Pacific lines in Texas on Janu
ary 10. and turned overhis office on that 
dav to his successor. 

Q. Have you anv knowled-e of other 
•mnresses owned in whole or in part comprc! in the past or at present, by olhccrs of 

railroads; and if you state yea then 
state where such compresses are situated 
and what officers hold or held interest 
in them^ , , ^„, | 

A. Of uiv own personal knowi 
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edge 1 cannot say whether there are 
other presses in the State owned in 
whole or part by officers of railroads or 
not, though I was told by both Mr. 
Dillingham and Mr. Ripley that they 
owned stock in the Houston Compress 
Company; and in the case of D. Ripley 
vs. Waco-Ennis Company, A. Faulkner, 
Mr. Dillingam's freight agent, deposed 
under oath that he was told by Mr. Rip
ley himself that he (Ripley) owned 
stock in the compress at Houston and 
the Navasota compress at Navasota (vide 
sworn deposition of A. Faulkner, in 
case of D. Ripley vs. Waco-Ennis Com
press Co., on file in the office of the dis
trict clerk of Travis county.) An ex
amination, however, of the diff'erent 
stock books of the compresses of the 
State, I believe, will show that one-half 
or more of the whole property is owned 
by or held for railroad officials. 

Q. Was it not a fact prior to the com-
mission. and is it not a fact now, that 
most of the compresses in the State 
paid, and now pay, tribute to railroad 
officials for delivering cotton to them? 

A. Such was my understanding, 
though I cannot speak from personal 
knowledge save as to the Waco and En
nis compresses, both of which for a 
time paid a stipulated tribute to Charles 
Dillingham and D. Ripley, receiver and 
general freight agent, respectively, of 
the Houston and Texas Central railway, 

I while owned in entirety by myself. It 
is a prevalent belief that a cotton com
press cannot succeed unless the railroad 
officials are interested; and in the light 
of my personal experience I would 
deem it an act of idiocy for anyone to 
invest in cotton compress property 
without first satisfying the greed of the 
railway officials of the line on which it 
was to be located. 

Q. Please state, if you know, what 
was the effect of commission rates on 
the products shipped by you. Answer 
specifically and give your means of 
knowledge. 

A. The effect, I think, was salutary. 
It insured dealers, and protected them 
against discriminative rates and re
moved from the roads the power to 
make special riites, tariffs, rebates, etc. 

Q. Was it not a fact that prior to the 
commission the rates on lumber were 
too high, taking into consideration the 
tonnage, risk, terminal cost and other 
conditions of the trade? 

A. I think so, unquestionably. 
Q. Are the railroads at any expense 

in loading and unloading lumber, and is 
there any risk in carriage? 

A. None whatever. 
Q. Taking into consideration the 

above conditions, is not the rate upon 
lumber higher proportionately than any 
other line of traffic? 

A. I think so, beyond question. 


