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~fr. GROVES. Why, they were closed three weeks repairing that 
lock, putting in that gate, and then we were closed about two weeks 
afterwards, when that freeze came. We did not run because we 
stopped then to overhaul our boats; and we would not run through 
there, and they could not keep it of en. 

The CrrAIRMAN. Then the cana was closed down threr weeks 
because of the repairs? 

l\fr. GROVES. 1 es. 
The CrrAIRMAN. And two weoks by ice ? 
~Ir. GROVES. Yes, and two weeks by ice. 
The CHAIRMAN. I think that is all. If you will give the clerk your 

expenses--
~fr. GROVES. Oh, I have not any expenses. 
The CHAIRMAN. You might note on the record that the witness 

waives his expenses. 
l\fr. GROVES. That is n.bout all I would have to say. Of course I 

do not think this ought to be published in the papers, about that 
time of the contracts with Thompson and those people. 

The CrrAIRM:AN. Well, it is very interesting from the standpoint of 
the canal operation. 

Mr. GROVES. Of course it is interesting, and it all goes to show 
the condition of the water lines and the rail lines. 

The CrrAIRMAN. The following letters will be incorporated in the 
record: 

CHAUNCEY P. HoLCmrn, Esq. , 

COMMO:NWEALTH OF PENKSYLVANIA, 
Harrisburg, March 26, 1914. 

Clerk Senate Committee on Coast and Insular Surveys, 
Washington, D. C. 

DEAR Sm: I have had a careful examination of Olll' records made with a view to 
furnishing you with information desired with reference to stoek of the Chesapeake 
& Delaware Canal, said to have been owned at one time by the Commonwealth of 
Pennsylvania. I find, however, no information whatever bearing upon this subject. 
Our records fail to show any sale of the stock in question, and in fact, an examination 
covering a period from 1844 to 1875 shows that during that period no such stock was 
carried as an asset of the Commonwealth of Pennsylvania. The act of March 25, 
1813, authorized the governor of the Commonwealth to purchase 750 shares of the 
stock on condition that the United States and the States of Maryland and Delaware 
purchase a certain amount of said stock, as named in the act in question. "\Vhether 
the authority given the governor by this statute was ever exerdsed by him I can not 
say. 

The old records of the department are not perfect and I can not therefore be certain 
that the Commonwealth never owned this stock, but I am reasonably certain that it 
was not carried as an asset durincr the aforementioned period from 1844 to 1875. Per­
haps the Philadelphia National Y3ank can give you some information on the subjPct. 

Yours, truly, 

Mr. CHAUNCEY P. HOLCOMB, 

R. K. YouNo, State Treasurer. 

STATE TREASURER'S OFFICE, 
Annapolis , J.Id., Jfarch SO, 1914. 

Clerk Committee on Coast and Insular Survey, 
Washington, D. C. 

DEAR Sm: In answering your letter of the 25th instant with reference to Senate 
resolution No. 304, concerning the holdings of the State of Maryland in the Chesapeake 
& Delaware Canal Co., we will take UJ? each interrogatory in the order of your letter: 

1. The State of Maryland owns certificate No. 160, for 1,250 shares, of the par value 
of $50, and certificate No. 495, for 375 shares, of the par value of $50, and we are carry­
ing the same on our books at $81,250. 

2. The canal company has never, to our knowledge, notified the State of Maryland 
of any of its stockholders' meetings. 
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3. The State of Maryland has not, to our knowledge, taken any official action in 
relation to this stock. 

Respectfully, yours, 
MURRAY VANDIVER, 

Treasurer of .Maryland. 
EMERSON C. HARRINGTON , 

Comptroller of the Treasury of .Maryland. 

Tho CHAIRMAN. The following memoranda concerning the Chesa­
peake & Delaware Canal, prepared by Wilfred H. SchofI, secretary 
of the Commercial Museum of Philadelphia, will be printed in the 
record: 

CHESAPEAKE & DELAWARE CANAL. 

The Chesapeake & Delaware Canal is a very important link in the intracoastal 
waterway chain from New England to Florida, which has been advocated for some 
years by the Atlantic Deeper Waterways Association, a body representing important 
commercial and industrial interests in the Atlantic seaboard district. 

At the direction of Congress the Army en~ineers have completed surveys of the 
entire waterway project, and the Chief of Engmeers has submitted a favorable report, 
which includes a definite recommendation for the Government to acquire the Chesa­
peake & Delaware Canal and to convert it into a sea-level canal of modern dimen­
sions, free of tolls, for the encouragement of interstate co=erce. Those recom­
mendations are contained in House Document No. 391, Sixty-second Congress, second 
session, page 95, and IIouse Document No. 19G, Sixty-third Congress, first session, page 6. 

The nver and harbor bill, as formulated in the House committee, carries an item of 
$1,300,000 for the purchase of the Chesapeake & Delaware Canal. 

This figure is considerably less than the market value of the canal company's bonds 
at present quotations, and it is desirable that some fio-ure be arrived at before the 
final passage of the bill which will be mutually acceptable to the Government and to 
the canal company's security holders. 

A large and increasing commerce calls for the improvement of this waterway and 
its free operation as a public highway of traffic. 

Congress has already provided for several of the links in the intracoastal chain in 
the section from South Carolina to Florida and in the section from Norfolk , Va. to 
Beaufort Inlet, N. C. 

The acquisition and improvement of the Chesapeake & Delaware Canal, continu­
ing this intracoastal commerce northward to the head of navigation on the Delaware 
River, is the next step recommended by the Army engineers, and its desirability 
has been so fully and conclusively demonstrated that is it earnestly hoped the Senate 
may consider it wise to amend the Ilouse bill by inserting some figure that will result 
in an amicable transfer of the canal property to the Government. 

The following pages contain a brief analysis of the canal company's securities im­
partially compiled. The writer has no interest in, or connection with, the property 
or its transfer, but voices the intense desire of many trade orsanizations and business 
men from New England to Florida for a satisfactory conclus10n of the matter at this 
time. 

The analysis is submitted merely as a suggestion and in the hope that it may in 
some measure assist the members of the Senate committee in arriving at a reasonable 
valuation of the property. 

CHESAPEAKE & DELAWARE CANAL CO. 

Incorporated in Maryland, 1799, in Delaware, 1801, and in Pennsylvania, 1801. 
Authorized capital stock, par $50 .... . ......................... . ..... . . $2,500,000 
Of which there is outstanding (no dividends paid since 1876)........ . . . . 1, 903, 238 

Cost of canal . 

Original construction, 1824-1829 ..................................... . 
Of which the United States contributed .............................. . 

State of Maryland ............................................... . 
State of Pennsylvania ...................................... - - - - - -
State of Delaware ............................................... . 
Private investors ................................................. . 

(S. Doc. 215, 59th Cong., 2d sess., p. 44.) 

$2,250,000 
450,000 

50,000 
100,000 
25,000 

1,625,000 
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No stock dividends have been paid since 1876. (See company 's report in Poor's 
Manual.) 

Fourteen stock dividends were paid the United States Government between 1853 
and 1872, amounting to $259,875. 

Three cash dividends due the United States, 1873 to 1876, were embezzled by the 
treasurer of the company. A suit is now pending in United States district courts, 
Delaware district, for recovery of above. (Letter from Assistant Secretary of Treas­
ury, June 14, 1912. 0. & D. Canal hearing, Jan. 15, 1914, p. 26.) 

Additional cost of canal. 

In 1855 the company enlarged its locks, formerly 100 by 22, to 220 by 
24 feet and made numerous improvements to the property, for which 
a first-mortgage loan was floated amounting to ........................ $2,800,000 

For many years the company has reported the cost of its canal (including 
original cost, 1829, and reconstruction, 1855) at........................ 3,989,365 

(Company's statement, Poor's Manual, 1913; also Stock Exchange 
Handbook, 1912.) · 

A commission appointed under act of Congress, known as the Agnus Com­
mission, reported its appraisement of the value of the canal propeTty, 
based on cost of reproduction, at........... . . . . . . . . . . . . . . . . . . . . . . . . . 3, 708, 186 

(S. Doc. 215, 59th Cong., 2d sess., p. 18.) 

Chesapeake & Delaware Canal valuation. 

The company's statement of cost carried on its books and stated to be an 
expert accountant's figure is ..................................... $3, 989, 365. 07 

The company sets forth other assets as follows: 
Real estate on line of canal (not required by the Government and 

could be separately sold) ................................... . 
Investments for contingent Iund .............................. . 

(These include $11,633.66 of Reading securities; $23,900 of 
Lehigh Coal & Navigation Co. securities, both salable and not 
required by the Government; also $13,597.31 of the canal com-
pany's own bonds, which would merely be applied to reduce 
its liabilities and would not be acquired by the Government.) 

Cash and accounts in course of collection ....................... . 
(These would not be acquired by the Government.) 

Profit and loss ................................................... . 

30,385.80 
49,130.97 

38,812.87 

483,717.36 

(This unexplained item represents no value which tho Govern­
ment would acquire.) 

Total assets stated by canal company......................... 4,591,412.07 
But as the assets outside of "Cost of canal" would be disposed of by the 

company's security holders, the maximum figure that could be asked 
of the Government would be. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3, 989, 365. 07 

And this figure is unexplained and probably includes original cost (1823-1829), re-
construction (1855), and various betterments subsequently made, with no offsets for 
depreciation. 

The Agnus commission reported the following figures as "Cost of reproduction'' in 
1907 (S. Doc. 215, 59th Cong., 2d sess., p. 18): 

Dry excavation, 15,000,000 cubic yards, at 16 cents ....... . ........... . 
Dredging, 1,435,760 cubic yards, at 14 cents ........................... . 
Revetment, 80,000 linear feet ......................................... . 
Masonry, 44,000 perches, at $3 ....................................... . 
Lock at Delaware City ............................................... . 
Lock at St. Georges ................................................. . 
Lock at Chesapeake City ............................................ . 
Land holdings, 8,000 acres, at $50 ............................... . ..... . 
Summit level supply .................... . ........................... . 
Bridges ................................................ . ......... •.• 
Houses, offices, etc ................................................... . 
Tools , machinery, etc ................... . ........................... . 
Telephone line ..................................................... . 

Total "cost of reproduction," 1907 .............................. . 

$2,400,000 
200,996 
70,000 

132,000 
120,000 
ll8,220 
147,970 
400,000 

5,000 
31,000 
30,000 
1,000 
2,000 

3,708,186 
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This figure would be increased by additional revetment and masomy and 
other improvements made from 1907 to 1914 by an amount not over .... ·100, 000 

Or, say, a maximum figure of. .................................. 3,808,186 

But the Agnus commission further reported the above figures to be '' too high for the 
Government 1o pay when conRidered in connection with the construction of a free 
and open waterway" (p. 20). 

The reason is that the Government proposes to build a sea-level canal of larger 
dimensions than the present canal, which has a 16-foot summit level. 

Consequently all locks, gates, supply, pumping plant, revetment, etc., would be 
worthless to the Government, and much of the present excavation would be worthless 
because the canal would be widened and all earth now piled along the banks must be 
moved once more by the Government. 

Therefore, the Agnus commisRion abandoned all valuations based on past expendi­
tures of the company and adopted as the only practical baRis of valuation the out­
standing securities. 

These are aR follows: 

Capital stock and script ............................................ $1, 903, 238. 50 
(This amount is outstanding of the authorized issue oI $2,500,000 

in 50,000 shares at par of $50, at the time of incorporation; l\faryland 
1799, Delaware 1801, and Pennsylvania 1801. This stock has paid 
no dividends since 1876 and may be considered absolutely worth­
less.) 

Mortgage loan..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2, 602, 950. 00 

This is the amount outstanding of an original issue of 30-year bonds in 
1855, at 5 per cent, of............................................ 2,800,000.00 

By purchase of its bonds the company had reduced the mortgage by 
May 31, 1885 (date of expiration) to.............................. 1,993,750.00 

The loan was extended in 188,5 for a further period of 30 years at 5 per 
cent, falling due May 31, 1915; and when the new bonds were ex­
changed for the old it was discovered that there had been a fraudu-
lent overiRsue, on the company's certificates, of.................... 609, 200. 00 

By advice of counsel the company assumed these fraudulent 
bondR, and its mortgage is therefore placed at.............. 2, 602, 950. 00 

The company's bonds issued in 1855 at 5 per cent, and renewed in 1885 at the same 
rate, were reduced in 1893, by conRent of the bondholders, to 4 per cent, in order that 
a contingent fund of $100,000 might be accumulated; at which time it was agreed 5 
per cent payments should be resumed. 

This contingent fund amounted May 31, 1913, to $84,773.57 and it will probably 
reach the required $100,000 on or before May 31, 1915, when the company's mortgage 
falls due. 

But in order to resume 5 per cent payments the income of the company would need 
to rise beyond any figure reached since the reduction to 4 per cent was made, and it is 
doubtful if the loan could be reissued in 1915 at any higher rate than 4 per cent. Pres­
ent annual interest payments at 4 per cent amount to $104,118. 

To pay 5 per cent would require ..................................... . 
The net income in the fiscal year 1913, the largest in many years, was .. 

$130,147.50 
ll8,328.16 

The Agnus commission reached the conclusion that, taking present in­
terest 1ayments as an average figure of earning capacity and capital-

~;t~~dt b~t ~-t- ~- '._~r- c~~-t: -~ _c_o_n_s_e_r~_a_t~~,~ -~~'.~~~s_e_~~~-t- ~~ ~~~- '.~~'.~~~~ 2, 0831 600_ 00 
Since 1907 the net earnings have steadily increased, and at the last year's 

figure of $118,328.16 the 5 per cent capitalization would be .......... 2,366,560.00 

The Agnus commission considered, however, that the purchaser of the 
property would necessarily assume the mortgage loan, amounting to .. 2, 60:2, 950. 00 

From which it made certain deductions, of salable proportion not re-
quired by the Government, as follows: 

Market valuation of securities held in contingent fund .. 73,310. 30 
Floating plant....................................... 15,350. 00 

88,660.30 
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And reported as the maximum price to be paid by the Government, the 
difference (seep. 20) ............................................. $2, 514,289.70 

Which was confirmed by the Board of Engineers in 1912 (H. Doc. 
391, 62d Cong., 2d sess., p. 95,) and by the Chief of Engineers in 
1913 (II. Doc. 196, 63d Cong., 1st sess, p. 6). 

We have then a range of valuation between-
1. Capitalization at 5 per cent of present annual interest payments 

on mortgage, these being considered as average net earnings .. 2, 083, 600. 00 
2. Outstanding principal of mortgage loan less salaple items figured 

among company's assets, which amounted in 1907 to ......... 2,514, 289. 70 

Whether the stockholders of the company could legally sell its property for an 
amount less than that for which it was mortgaged, is a question of law to be considered 
by Congress. 

But under its charter and by-laws bondholders vote like stockholders, and the hold­
ings are largely identical; so that as a matter of fact any price agreed upon would 
probably stand. 

This introduces the question of the market value of the bond issue, which amounts, 
at par, to $2,602,950. 

In 1903 (lowest quotation) it had fallen to 43, representing ........... . 
In 1905 it was quoted at 48, representing .......................... . 
In 1906 it was quoted at 50, representing ... _ ...................... . 
In 1910 it was quoted at 63, representing_ ............ _ .......... _ .. 
In 1911 it was quoted at 65, representing .......................... . 
In 1912 it was quoted at 66, representing .... _ ..................... . 
In 1913 it was quoted at 68, representing .......................... . 

$1,119,268.50 
1,249,416.00 
1,301,475.00 
1,639,858.50 
1,691,917.50 
1,717,947.00 
1,770,006.00 

The upward tendency of these bonds is justified by the steady increase in the canal 
company's earnings and tonnage, and a further rise may be anticipated. 

At a quotation of-
70, representing ......................................... . ... . 
75, representing ............................................... . 
77, representing .................................. · ............. . 
80, representing ............................................... . 

A 5 per cent bond, the interest on which is reduced to 4 per cent, and 
resting on a property appraised about 50 per cent higher than the 
bond issue, and showing increasing earnings may be conservatively 

$1,822,165.00 
1,952,212.50 
2, 004, 271. 50 
2,082,360.00 

valued at 80. At this figure the canal valuation would be........ 2,082,360.00 
This figure would hold good indefinitely owing to present improb-

ability of resumption of 5 per cent interest payments when the bonds 
come to be renewed in 1915. 

Deduct contingent fund, securities, and cash (May 31, 1913) to be 
separately sold or distributed before passing title ................. . 

Or a net valuation of. ............... _ ...................... . 

Or, in round numbers, as a present fair valuation .................... . 

Respectfully submitted. 

84,773.57 

1,997,586.43 

2,000,000.00 

WILFRED H. SCHOFF, 
Sec:retary Atlantic Deeper Waterways Association. 

MARCH 25, 1914. 

The CHAIRMAN. The subcommittee will now adjourn. 
(Thereupon, at 1 o'clock p. m., the subcommittee adjourned, subject 

to the call of the chairman.) 
38821-14--10 
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