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BY THE SENATE.
Fkdururt 3, 185».

Kond und ordered to bo printed.

By order,

C. HARWOOD, Secretary.

M E M II I A L

OF THE

BONDHOLDERS OF THE CHESAPEAKE
AND OIHO CANAL COMPANY.





M E M R I A L

.

To TiiK Honorable, the Senate

AND House of Delegates of Maryland :

The iinflcr.sijjjncfl have hoon nppointod n committer hv the
holders of bonds, issued by the Chesapeake and Ohio Canal
Company, to invite, most rcsj)ectfully, the particular atten-

tion of the members of the Senate and House of Delegates
of Maryland, to the financial condition of that Corporation,
with tlie hope that some law may be passed for the relief of
thecreditiirs of that Com])any.

The creditors for whom we appear are all friendly to that

great enterprise, which was intended to open an easy commu-
nication between the immensely valuable coal fields and
forests of the Allej^hanies, and Tide-water of the Chesa-
peake. Of this many of them have <;iven the l)est evidence

that could b(^ offered, in the cheerful payment of their por-

tion of the State tax, that it became necessary to levy to

maintain the credit of Maryland, which was at one time
deeply involved, in consequence of the total failure of the

Canal to comply with its <'n«;a^ements. And all of those

for whom we ap])ear, have given ])roofs of their indisposition

to embarras the Company, whose creditors they are, by
waiting for years, not only without receiving the ]>rincipal,

but without even receiving the interest on the claims they

severally hold. And they would all wait still longer if there

was tlie reuK^test possiliility of t-ither the interest or the

princij)al of their cluimsbeing paid withouta thorough and en-

tire change in the nuasures and policy, whii'h have embar-
rassed so deeply the Comyiany, with whose fate it is the mis-

fortune of those for whom we appear, to be intimately, to

some extent, connected. Many of these creditors are Mary-
landers, ainl, as good citizens, have paiil, and will cheerfully

continue to pay, their ]trop(»rtion of the taxes levied to pay
the debt incurred by the State, for the benefit of the Canal.

In being required so to »lo, they are by the laws placed npoh



an equality with their fellow-citizens generally. But in be-

ing compelled by the law, to live without even the interest

annually payable on their claims against the Canal Compa-
ny, we must respectfully represent that they are subjected to

privations unjustly imposed, and which no other citizens of

Maryland are called upon to endure. To this inequality and
injustice, the}^ would still longer submit, if, in their judg-

ment, any great public interest could thereby be promoted.

But when it is conceded by impartial men, who are conver-

sant with the subject, that the refusal of the Legislature to

relieve the creditors of the Canal Company, will be seriously

detrimental to the great interest that the Canal was intended

to foster and cherish, we will hope that the measure we are

authorized to propose will be generously adopted.

It is impossible to advert to the financial condition of this

Canal Company, without experiencing a strong sensation at

discovering, how largo an amount of money has been expen--

ded, in a fruitless attempt to accomplish theobject for which
that Company was established. It is not the purpose or the

province of this committee to explain how all this money
was disposed of. It was expended under the direction of of-

ficers appointed by the State of Maryland. And its enor-

mous amount, and admitted wasteful and lavish outlay, is al-

luded to as one of the reasons we have to oifer, in justifica-

tion of the earnest appeal made to the Legislature to adopt

some new line of policy towards the creditors of the Canal
Companay. We do not expect that this policy shall, be o^e

that must place the Grovernment of the Canal Company in

the hands of its creditors. Nor do we apply for the passage

of a law, that will substitute for the government of the State

a government of capitalists, who will, there is good reasons

to apprehend, manage the Canal Company, much more with

a view to their own profits, than for the relief of those for

whom we appear. If the money justly due to those in whose
behalf we come before the Legislature, is to be arbitrarily

withheld, it is a question of secondary importance, whether

the power by Avhich this injustice is to be perpetuated, is to

be wielded by the agents or assignees of the State. Under
existing laws, the President and Directors of the Canal Com-
pany, are not permitted to pay its debts ; nor can its credi-

tors compel payment. This anomalous condition in the re-

lation of creditor and debtor was established by an act of the

General Assembly of Maryland, passed March 10th, 1845.

At the time of the passage of this law the Canal had been

opened for navigation to Dam No. 6, fifty miles East of

Cumberland. It did not yield an income, and it was fore-

seen that it never would yield an income, without being ex-

tended to the coal fields, sufficient to keep the work in re-



ftairH,
uikI )>iiy ils (illicn.s lluii- KularicM. Tlie State; of

[jiryliuid, tlu' (Ji»\ (•rtiTiicnt of the United StatcK, and the

Stato of Viri^inia, all ri'l\isc(l to mlvanco any more money to

extricate the Canal Clonipany, from itK arkno>vh'<lj::e'l alwo-

Intc hanknijitcy. Tlicse governments jjrcferreil t<i Iohp the

very \!iv>xv niinMints they had severally jiaid towanls the

;;rcat enterprise, rather than invest nmre capital in the un-

dertakin;^. IMiis very disastrons enndition <»f affairs hud
continued for UKjre than five yearH. The whole of the money
paid l>y the stockluddors to the (filial (Vtm])any had been ex-

])cnded. Still the three <;jovernments nanieil, would not eon-

sent to make further advances. The State of Miiryland, as

security for the jjayment of its advances and loans, held
inort^af^es in the whole of the nett revenues, the water
ri;i:hts, lands, and other ])roperty of the Company. Not-
withstandinj^ the lari^e investments as stockholders and
I'reditor, Marylan<l n-fused to make any further advances to

extricate the Canal Company froni hankrujttcy. The sobcr-

tuinded men of th«> State had formed the opinion, that the

value of the ( !anal, wIkmi completed to the coal fields, had
been inuuensely over-rated, and they were unwilling to in-

vidve the State still more deeply in debt,by advances to that

enterprise.

Althoimh the governments named were unwilling; to incur

nn expenditure necessary to extend the (anal, they consent-

ed to offer inducements to private citizens to furnish the

means required for that purpose. With this view, the Legis-

lature of Virf^inia, on the 20th o\' January. IS44, passed an
act c»mferrinj:C f'dl power and authority on tlie I'resident and
l)ire<!t»^trs of the Canal Cjtnii^iny. to borrow mojiey froTii time
to time, to carry int(w^ffect the objects authorized by their

charter, and to jtled^e the [)roj)erty and revenues of the Com-
pany for the payment of the same, and the interest to accrue

thereon. This act of Viru,inia was ci>nfirnied by the United
States, jitid l)y l\[aryland, and was accepted by the st»»clchid-

(lers as an amendment to their charter. There was still one
difficulty in the way of those who would not abandon all

hope of establishinji; an easy, cheap, and sate m<»de of trans-

portation of the ci>al in the Allei^hanies to the Tide-Water
of the Chesapeake. The Canal Comjiany had power to

inort<:;a^e its prt^perty and revenues ; but AFaryland held a
prior mort^:ai;e on the revenues, lands, water-rights and prtv

perty of ihe Com[»any ; and it was readily foreseen, that no
prudent citizen wuuhl advance money to extend the Canal, if

the mortgage to secure its ]>aynient was not to he available,

until the prior incundirances of Maryland were removed. An
appeal was made to tlu- Legislature, ol' the St.'\te to removo
the difrunlty, and in response to that ap])lication. an act of
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the General Assembly of Maryland, was passed March
10th, 1845, to provide for the completion of the Chesa-
peake and Ohio Canal to Cumberland.
The act authorised the President and Directors of the Com-

pany to borrow, upon the bonds of the Company, $1,700,000
and to secure the payment of the interest and principal ofthe

same, by a mortgage, on the revenues and tolls of the Com-
pany, and waived, deferred and postponed, in favor of such
bonds, the rights and liens of the State on the revenue only,

but not upon the lands, water rights and property of the

Comj)any. To this waiver of the rights of Marylaipid is at-

tached a condition, \yhich is expressed in a proviso to the act

in these words. '^And provided further. That the President

and Directors of said Company shall from time to time, and
at all times hereafter, have the privilege and authority to use

and apply, such portion of said revenues and tolls as iix their

power may be necessary, to keep the said Canal in good repair

for transportation, provide the requisite supply of water, and
pay the salaries of officers and agents, and the current expen-
ses of the Company.

It is highly probable that few members of the Legislature,

by whom this law to complete the Canal, was passed, adverted

to its peculiar provisions, at all events we consider it very

certain, that those who loaned $1700,000, to extend the Canal,

by purchasing the bonds of the Company, did not know that

the State had waived its prior liens only, on the revenues and
tolls, and not upon the lands, water rights and property of

the Company. And we feel equally confident that those who
have, unfortunately, become creditors of this Company, in pur-

suance of the provisions of this act of March 10th, 1845, did

not have their attention turned to that proviso in the law,

that reserves to the President and Directors, a right to take

from the tolls and revenues, any amount that shall to them
seem pi-oper and necessary'', to put and keep the Canal in good
condition, provide the requisite supply of water, and pay sala-

ries of Oiiicers and Agents and current expenses. It is fair

to presume that those who furnished the money to complete the

Canal, after it had been abandoned as a hopeless wreck by
Maryland, Virginia and the United States, expected to have
their interest paid at all events punctually. And it is not un-

reasonable to suppose that they, in the event of the non-pay-

ment of their interest for an unreasonable length of time, had
the right secured to them, under their mortgage, ta compel

the Company to pay its debts. The bonds were issued to

those who contracted to complete the Canal, and were by
them transferred to the parties who furnished the money, for

that purpose, and it is not probable that those who loaned

the money, knew of these peculiar provisions of the law of



tlic ai8e. Tlie boncl« it was uiKler.sto»jd wore hccuieiJ by u tirat

mortgH<<e of tho Canal Company. And every on(f concerned

wouM naturully suppdsc tlwit it was an available niortgaj^e.

But when we come to li)nk eritlially into tiie laws on the sub-

ject, we lind that sucii is not the ease. The bond liulders have

no control over the President and Directors, they are appoin-

ted first by one and then by another political jtarty in Mary-
land, and when a])poiuted have ex])re8s authority reserved to

them to i)ay to the bond holders only that jx^rtion of these

revenues and tolls that is left after certain other enumerated
expenses have been defrayed, whieh expenses may be large

or small in amount acc(»rdin<; to their direction. And even if

the bond holders should be of opinion unanimously, that this

power was not beinpj judiciously exercised, they have no rij^ht

to arrest the proceedin<:: and must wait for an indefinite ]K-riod

oftime to get even the interest tui their claims. That the Legis-

lature may see the results of this legislation, we respectfully

invite attention to the following statement comjiih-d from tlie

Books of the Canal Company

:

Ainount of bonds issue<l to com])letc the (.^aftal

to Cumberland, under the act of March 10,

1S44, payable thirty-live years- after date $1,700,000

Amount of cou])ons not funded, due on said

bonds and in arrears from first of July

1854, to first of January 1858, inclusive 408,000

Bonds issued to pay for repairs on Canal east of

dam. No. r>, guaranteed by the State of

Virginia, payable in 18fi9 200,000
Interest thereon uni)aid, payable semi-annually 66,000

Loans from Banks and other Corponi,tions for

repairs of Canal, made necessary by the

floods in the Potomac, in the vears 1847,

1852 and 1857 ! 178,500
Certificates issued to fund coupons due and un-

paid prior to January 1st, 1854 146,840

Interest on these certificates unpaid 17.000

Bonds to Selden, Withers & Co., for coupons
on preferred bonds paid by them 140,000

Interest due, and in arrear on the same from
January 1st, 1852, to January 1st, 1858 50,400

Unfunded coupons due January Ist, 1854, and
interest thereon .' 88,800

Certificates of debts payable at the pleasure of

the Company, for rejiairs and Otficers sala-

ries, due prior to March lOth, 1S44 50,000
C)utstanding balances for repairs and im))rove-

ments. 34,500

$3,080,040.40



From this tabular statement^ it appears tliat the debts
which the Canal Company was authorised to contract, in pur-
suance of the provisions of the act of March 10th, 1845, now
amount to |3,080,040.44-100.

The Canal was opened for transportation to Cumberland
in November, 1850, and now, after the expiration of

more than eight years since that event, we find, that

those creditors of. the Company, who furnished the means
to extend the Canal, have not even received the interest due
upon their debts, the whole of the revenues have been ex-

pended for officers' salaries, repairs, and other unavoidable
objects and debts, amounting to $283,000, contracted for

these purposes are still outstanding. And in the judgment of
those well acquainted with the condition and capabilities of

the Canal, a further sum of not less than half a million of
dollars is necessary, to pay for the two Stone Dams now being
erected, near the sites of wooden dams Nos. 4 and 5, to pay
for the steam pump, used on the long level Avest of dam No,
6, to construct another steam x>ump for the same level, and
to put the whole line of the Canal in good navigable order.

Looking to this prostrate condition of this great enterprise,

to the disappointed expectations of its patriotic projectors, to

the cherished hopes of its numerous suffering creditors, may
we not be permitted to ask earnestly and emphatically, when?
how? and by whom can these calamitous j)roceedings be ar-

rested? The Chesapeake and Ohio Canal Company is in-

debted for interest to its numerous creditors, |8. 763, 149. 94.

J[t has absorbed the liabilities and stock of the old Potomac
Company; it has absorbed 18,226,593.67. paid by its Stock-
holders, $2,000,000.00 loaned by Maryland; $200,000.00
loaned by Virginia; |1, 700,000 loaned by the holders of

these preferred bonds
;
1943,171.67, due to its other credi-

tors, and all the tolls, incomes and revenues, received for five

and twenty years. It may in truth, be styled an omniver-
ous corporation.

It is certainly time for all concerned, to abandon all hopes
of seeing realised, in this day and generation, the extrava-
gant expectations of those who commenced this Canal. Ex-
23erience, dear bought, has dissipated many of these fanciful

illusions. It is time, high time, for all to deal with this Canal
question as it is in reality, not as we would have it to be. In-
stead of anticipating incomes that cannot be hoped for, un-
til immense amounts of capital, and a large additional popu-
lation have been located in the Alleganies, it would be wiser
we think, to adopt measures now founded in the supposition
t]iat for eight years to come, the nett revenues of the Canal



Company uiny not imuh fxcwd its iiutt r(,'venuoH tor thcoiglit

years 1 lint i»aHt, and if this sober and prudent view he taken

of the subject, we do not perceive liow the remedial nioaKures

we 'have most ios|»»H'tt'ully to ask tor, cnri be considered un-

rea«onnhh' or unjust.

It is unt (iifhi'ult to trac(* this disastrous eoiulition of af-

fairs to its prime causes. The Canal has never been linished.

True it was open for transportation to Cumberland in Octo-

ber, I80O; Init the most material parts of its structure were

then believed to be, by persons best qualified to judj^e, utter-

ly insullicient for tin.* accommodation of a large and remune-
rative transportation. Dams Nos. -l and b were so incom-

plete, and were built of such inferior materials, that they

have never subserved the purposes for which they were de-

signed. The long level on the Canal extending from dam
No. 6 to Cumberland, a distance of fifty miles, was dej)end-

ent altogether on the pool of the dam at that city, unaided

by any intermediate feeder. Incessant elTorts have been made
to remedy these defects in original construction. Large sums
of money have been expended from time to time in attempts

to improve these defective Dams, without any very beneficial

results. And at last the President and Directors of the Com-
pany have decided, that Stone Dams, in place of these wooden
structures are indispensable, to resist the heavy floods of the

Potomac when this river is higb, and to guard against waste

of water by leakage, when this river is at a low stage. As
a substitute for the required feeder on the long level, the

President and Directors undertook to have built two stationa-

ry engines, to pump the water from the river into the (,'anal.

One of which has been tinished, but in the opinion of many
who have had the best opportunities to form a correct opinion,

this long level of the Canal never can be in a perfect condi-

tion to invite and accommodate a large trade, until a substan-

tial Dam has been built, near the junction of the South with

the North Branch of tiie Potomac, so that an abundant sup-

ply of water may enter the Canal at that point. And even if

these obstacles to a large trade on the Canal were removed,

still, that work ought to be extended twenty-seven miles be-

yond its ]iresent terminus, to the great coal iield in the val-

ley of tJeorge's Creek, or be connected with that region by a

slack water navigation on the river. In this Valley eight

large Coal Companies have been organized to mine in the

twelve feet vein of coal which is more extensive there than
in any other section of jMaryland.

For a time these Companies were doing an extensive and
protitable business. Since the Baltimoru and Ohio Railroad
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Company has increased its charges on local transportation,

the development of this rich region has been arrested, and
many expensive improvements must be abandoned, until the
Alexandria, Loudoun and Hampshire Eoad, is built to Pied-
mont, or the Canal is made accessible by some improvement
extending from Cumberland, up the Valley of the North
Branch to the mouth of George's Creek.

The President and Directors having contracted for two
Stone Dams across the Potomac, and for one. stationary steam
pump, to supply water to the long level, we are advised,

that to pay for these improvements, and for repairs that are

indispensable at different points along the whole line of

the Canal, |500,000, will be required. Under existing

laws, we fear that this large sum of money cannot be bor-

rowed by the Company. It must, if we are right, be paid out

of accruing revenues. And we understand that the President

and Directors rely upon the revenues for these purposes. If

the revenues are to be appropriated to these objects, and to

the payment of Officers' salaries, and other repairs that can-

not now be accurately estimated, we may anticipate that the
'whole income of the Company, for four or five years to come,
will be in that way expended. And if so, for that long
period, the creditors of the Compaay will not receive even
interest on their claims. That this state of things may be
reasonably apprehended, we would direct attention again
to the tabular statement, constituting a part of this memo-
rial. From that statement it will be seen that the Canal Com-
pany is indebted to banks and other corj)orations |1 78,500,
for money loaned to pay for repairs rendered necessary by
the freshets in the Potomac,, in the years 1847, 1852, and
1857. And from the same statement it may be learned, that

the Company are indebted to the State of Virginia $2,000,-

000, for a loan, to make repairs in the Canal below Dam No.
6. And the Company, in addition to these debts, owes
outstanding claims, to the amount of |84,500, for other re-

pairs and improvements.

Now when it is remembered that these debts, making in

the aggregate $463,000, have been incurred as stated within

a very short period, it is not extravagant to estimate that at

the end of five years, debts to the amount of half a million of

dollars more, will be added to those already existing. And
that in the mean time interest even Avill not be paid to the

crjeditors of the Company. It is indeed doubted by many of

those, who can be taught by experience, if this Company can

stagger along five years more surrounded by these accumu-
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latint^ t'mliHrnis.siiientH. CajiitttliHts are reluctaut to loau
money when its rcijayiiicnt cannot in any event be enforced.
And contractors are reluctant to work for a Company thai

cannot pay, if its reaources be cut oif by one of those freshets

that periodically appear in the Potomac. It is not for this

committee to i)re.scribe for the Honorable, fhe Lej^islature of

Maryland the remedy tor the serious injustice of which the
crciliturs of this Comj)any ciim])luin. The Canal now yields

nothing, and we helieve it never will yield anything, either to

the State, or to the bond holders who furnished the money
to extend it to Cumberland, under existing laws.

We ])elie\'e that unless existing laws on this subject be

amended, that the day is not very distant, when the Canal
will be no longer availaljle lor the })urposes of transportation

from Cumberland to tide water. This calamitous termina-
tion to a great enterprise, we earnestly hope will be in the
wisdom of this Legislature effectually guarded against.

This, in our humVde judgment, can lie done if a law be passed
authorising the President and Directors of tlie Canal Com-
pany, to borrow on its bonds, a sum sufficient to put the Ca-
nal in the best possible condition that it will admit of for

transportation; to fund the debts due under the act of March
10th, 1845. and all other outstanding debts of the Company.
To give character to such bonds, it would ])e absolutely indis-

])ensable that the law to be passed should j)rovide for

a waiver of the liens of the State of Maryland, n(»t only on the

revenues and tolls, but on the water rights, and other pro-

perty of the Canal Company.

Such bonds would furnish the means to the President and
Director.*!, if secured by a mortgage on the property of the

Company, to meet all their engagements, for repairs com-
menced, or required, without touching the revenues of the

Comjiany. Witli such bonds, the creditors we appear for,

would be content. And we must believe that the Legislature

of \'irginia, and the Congress of the United States, when
the law of tiie "idth January, 1844, amending the charter of

the Canal Comjiany, was passed, fully expected that the

State of Maryland would authorize, by a waiver of its liens,

the issue of bonds of this i-hnracter. whenever needed by the

Canal Comjiany.

Seeing all this, seeing that this Canal is valueless to the

State, as one of the stockholders and creditors : is valueless

to its numerous suflering private creditors, and is utterly in-

suflicieut to accom])lish the purposes for which, by its pa-

triotic, but too sanguine projectors, it was designed, we
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cherish the hope, that the measure we have the honar to re-

Gommend, or some wiser and better measure, may receive the

sanction of the present Legislature, calculated to remedy the

evils to which it has been our unpleasant duty to direct at-

tention. We ask for an act of simple justice, from the rep-

resentatives of a magnanimous people, and we do not anti-

cipate that we will have asked in vain.

L. P. BAYNE,
CHARLES H. CARTER.
A. B. DAVIS.
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