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SPECIAL MESSAGE.

: GOVERNOR’S OFFICE,
Ricamonp, V., January 14, 1892.

To the General Assembly :

In my regular message I made no mention of the settlement of
the public debt agreed upon by your Commission with the commit-
tee representing the bondholders on the 19th of November, 1891.
At the time the Legislature assembled, the bondholders had not
held their meeting to consider the settlement which had been made

with the Virginia Commission, and what their action would be was

a matter of conjecture. The newspapers asserted that there was
serious opposition to the settlement, and that some of the bond-
holders would endeavor to withdraw their bonds from the posses-
sion of the committee and oppose the proposed ratification ; and it
was reported also, as showing their hostility, that remarks were

made by some of the bondholders, more harsh than polite, against

the State of Virginia, when the head and front of her offending was
that her Commission had accepted the proposition of settlement,
made by agents of their own selection, not a member of whom was
chosen by any suggestion of hers, and were strangers to her and her
people. I therefore thought it best to reserve for the time being
what I had to say on the subject, as well as the report of your Com-
mission, until something more definite was received. On the 7th
day of January, 1892, I was officially informed that the plan of settle-
ment agreed upon on the 19th of November, 1891, had been approved
by the advisory board for the creditors, by the London advisers,
and by the bondholders, and I now make haste to submit for your
consideration this special megsage, with the accompanying docu-
ments, which contain all the correspondence and the various propo-
gitions for settlement, resulting, finally, in the agreement herewith
submitted for your ratification.

&




THE PUBLIC DEBT.

Since Virginia resumed her position in the Union there has
been no question of such grave importance to her people as the just
and honorable settlement of her public debt. She has never been
forgetful of her former credit, and it has always been the desire of
‘a majority of her citizens to settle upon a fair and honorable basis,
all just liabilities held against her, and liquidate the same as speedily
as possible, having a proper regard to the ability of her people to
pay such reasonable taxes as are necessary for the purpose.

As evidence of these facts, we give a brief summary of her legis-
lation on the subject.

THE FUNDING BILL.

On the 30th of March, 1871, the first session of the General
Assembly, after reconstruction, an act was passed to provide for
funding and paying the public debt. This unfortunate and re-
markable bill was rushed through the Legislature without that con-
sideration which its peculiar provisions and its great importance
demanded. It was the origin and the cause of all our subsequent
unfortunate legislation on the subject of the public debt. It
assumed on the part of the State the payment of $31,393,910 96 of
principal, which required annually the sum of $1,865,450 90 for in-
terest—an amount of principal and a rate of interest which her
resources ‘were inadequate to meet, without imposing such enor-
mous taxation that the people in their impoverished condition were
unable to bear. It was unjust and inequitable, because it assumed
the payment of the whole debt, with accumulated interest during
the war, and the yealb of reconstruction, compounded, less one-third
for West Virginia’s portion, “she having agreed at the organization
of her State government to assume and pay an equitable proportion
of the debt of the Commonwealth of Virginia.” This settlement
did not receive the approval of -the people. ;

THE M’CULLOCH BILL.

* On the 28th of March, 1879, another act was passed, popularly
known as the McCulloch bill, its professed object being to provide
a new plan for the settlement of the pubhc debt, by which “the
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credit of the State might be restored, and the aggregate amount
of interest payable reduced within limits which would not be too
burdensome to the population.”

New bonds were proposed, payable in forty years, bearing interest
at the rate of three per cent. for ten years, four per cent for twenty
years, and five per cent. for ten years, until the principal was re-
deemed. The coupons attached to said bonds “were to be receiv-
able for all taxes, debts and demands due the State, and this was to
be expressed on their face.”

This new proposition was not more favorable to the State than
that of 1871, save in the rate of interest. The new bond had the
objectionable tax-receivable coupon feature. Under this bill the
average annual amount of interest to be paid was $1,249,083 45,
Like the other funding bill, it was not approved by the people. It
soon became evident that so large a portion of the taxes would be
paid in coupons, and not in money; that the government could not
be maintained unless there was such an increase in the rate of tax-
ation thatithe people could not pay it. Several efforts were made
to induce the bondholders to retive their tax-reccivable coupons,
and consent to a settlement which would bring the annual amount
of interest within the resources of the State, all of which proved
abortive.

THE RIDDLEBERGER BILL.

Still desirous of satisfying the creditors, if it could be done with-
out imposing an insufferable burden upon the tax-payers, on the
14th of February, 1882, the Legislature passed what is known as the
Riddleberger bill. Tt restated the public debt, eliminating such
items as had been improperly admitted, thereby largely decreasing
the principal claimed to be due, and new bonds were ordered to be
issu.ed, payable in fitty years, at three per cent. interest, for the
amount of our indebtedness, thus equitably ascertained with non-
tax paying coupons attached. This act was approved by the people,
but not by the bondholders, ufter its merits had been elaborately
diseussed. Those who held the tax-paying coupons of the issues of
1871 and 1879, finding that there would not he sufficient revenue to
gupport the government and pay the interest on the debt, made
strenuong efforts to force coupons into the treasury of the State in
payment of taxes.




THE SITUATION.

Though the Riddleberger bill was passed ten years ago, the debt
is still unsettled, and a disagreeable litigation, distressing to the
State and unprofitable to the creditors, has been going on, increasing
in bitterness and extent each year. It has sorely vexed our people
and consumed our revenues; and the State, like a culprit, has been
dragged before the courts of the Commonwealth and the inferior
and supreme courts of the United States. She has been subjected
to more harsh criticism in the last ten years than in all the past of
her history. Her laws have been made the theme of harsh animad-
version; her motives impugned; her integrity questioned; her pub-
lic officers seized and imprisoned for obeying her statutes. Her
credit, which had been equal to that of any State in the Union, has
been destroyed by a combination of unfortunate circumstances,
against which she has contended with a heroic fortitude which has
commanded the admiration ot the world, and a self-sacrificing devo-

tion to which history has no parallel. Finally, overwhelmed by

numbers and resources, her territory dismembered, her towns and
cities burned, her homes in ruins, her fields devastated, her sons
slain, her property confiscated, her currency worthless, her young
men fled from this picture of poverty and desolation and sought
employment and homes elsewhere, leaving the State less able to pay

the smallest sum ever mentioned as a settlement of her indebted-

ness than she was to pay the whole debt at the time it was con-
tracted.

Tn consequence of the harsh action of the creditors, her progress
_ in wealth and population has been impeded; enterprise has been
driven away; capital has been afraid to invest—timid always and
easily induced to believe that a State that does not pay its own obli-
gations cannot be relied on to enforce the obligations held against
her people, and that if she makes laws to protect herself against her
creditors she will make them also to protect her people from their
creditors. This being the situation, every business has felt its baue-
ful influence, and all the people have suffered for it, and her credit,
which to-day should be as stainless as her honor, has been destroyed
by a cruel fate which every loyal son has struggled, but struggled
in vain, to avert.

RS




A COMMISBSION APPOINTED.

This being her unfortunate situation, on the 5th day of March,
1890, the General Assembly, by a joint resolution, selected a Com-
mission, in part from the Senate and in part from the House of
Delegates, together with the lieutenant-governor and the governor
of the State, to receive proposals for funding the debt. The Com-
mission was authorized to agree upon the terms of a contract with
parties proposing to fund, upon the prineiples set forth in the act of
February 14, 1882, which is the Riddleberger bill, subject to ratifi-
cation by the General Assembly.

On the 2d of May last T received a letter dated New York,
April 28, 1891, addressed to me in my official eapacity, by which I
was informed that the Bondholders” Committee was prepared to
submit a proposition for the settlement of the State debt of Virginia,
and asking me to name “a very early day,” when some of their
members might meet us and confer on the subject, ete.  After some
correspondence, I fixed on Tuesday the 2d of June, for the proposed
meeting, and invited the Committee of Bondholders, composed of
F. P. Oleott, Chairman; Hugh R. Garden, William L. Bull, Charles
D. Dickey Jr., Henry Budge and John Gill, to meet the Virginia
Commission at my office in Richmond, for the purpose referred to
in their letter.

The propositions of the Bondholders’ Committee were carefully
considered and declined by your Commission on the 3d of June—
all of which will appear from the report accompanying this message.

THE SECOND CONFERENCE.

In September I received another communication, dated the 11th
of August, from the Bondholders” Committee, making another pro-
position for the settlement of the debt. 1 declined at that time to
call the committee together, because it was during the political can-
vass, and I did not deem it prudent to have a conference until the
election was over.

By letter, dated the 28th day of October, 1891, the Bondholders’
Committee again requested that the Virginia Commission be con-
vened ‘ at as early a day as practicable,” not later than the 15th
day of November. In compliance with this request, I convened the
Commission on the 17th of November, the 15th being Sunday.
After many conferences and much discussion, on the 19th of No-
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vember your Commission and the committee of the bondholders
agreed upon the terms of settlement, which were unanimously ap-
proved by the Commission and the committee, as just and honora-
ble to the creditors and the debtor. '

OUR AGREEMENT.

The agreement is as follows: “ We will recommend a proposi-
tion to issue a maximum amount of $19,000,000 of bonds to be
exchanged for the outstanding obligations of the State men-
tioned in the Riddleberger act (other than those held by schools
and colleges) now in the hands of the public, but not including
bonds already funded under that act, such new bonds to run
for one hundred years, and to bear two per cent. interest for
ten years, and three per cent. interest for ninety years. The
bonds and interest obligations shall be of the same general

character as those provided by the Riddleberger bill; and it is dis-

tinctly understood that the coupons or other interest obligations are
not to be receivable for taxes. The proposed new bonds shall be

exchangeable for the outstanding obligations aforesaid in the pro--

portion of nineteen of the former for twenty-eight of the latter.
This recommendation is, of course, to be made conditional on the
understanding that your committee hold and has the authority to
exchange the obligations mentioned in your previous communica-
tion to us, amounting to at least $23,000,000.” Which agreement
was signed by the entire Commission as follows: P. W. McKinney,
R. H.*Cardwell, H. T. Wickham, J. Hoge Tyler, Taylor Berry,
‘W. D. Dabney, and Robert H. Tyler; and attested by its secretary, P.
C. Warwick, and transmitted to the Bondholders’ Committee.

On Noveraber 19, 1891, we received a reply from the Committee
of Bondholders, in which they say: ¢ That the proposition submitted
by us, as amended by you, will go to our constituents with our
cheerful recommendation,” ete. 4

THE SETTLEMENT EARNESTLY ENDORSED.

- It would transcend the limits of this message for me to give in
detail the work of your Commission, or elaborately discuss the
various phases of the public debt, for which I refer you to the
report of the Commission; but I cannot submit a question of so
" much importance to you without declaring that T have given it my
‘best consideration, and earnestly commend it to you as the most
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favorable proposition for the settlement which has been presented
to the Legislature for its approval and ratification. I give below a
brief statement of each of the propositions for the settlement which
have been approved by the Legislature, and you can readily decide
upon the comparative merits of the four propositions.

FIRST FUNDING BILL.

Bonds issued under act of March 80, 1871, to run thirty-four
years, from July 1, 1871, due July 1, 1905, redeemable at the
pleasure of the State after ten years. Rate of interest, six per cent.
per annum, tax-receivable coupon.

Total principal on 1st July, 1871, (if all indebtedness had been
funded), $31,393,910 96, requiring annual interest in tax-receivable
coupons of 51,865,450 90.

SECOND FUNDING BILL (M’CULLOCH BILL).

Bonds issued under act March 28, 1879, to run forty years from
January 1, 1879, due January 1, 1919, redeemable after the expira-
tion of ten years from 1st January, 1879. Rate of interest, three
per cent. for ten years, four per cent. for twenty years, and five per
cent. for ten years. Tax-receivable coupons.

Total principal on 1st January, 1879 (if all the indebtedness had
been funded), $31,227,083 64, requiring annual interest in tax-
receivable coupons, averaging $1,249,083 35. '

THIRD PUNDING BILL (RIDDLEBERGER BILL).

Bonds issued under act February 14, 1882, to run fifty years
from July 1,1882. Due July 1, 1932." Option of payment after
July 1,1900; rate of interést three per cent. per annum; no tax-
receivable coupons. Total principal on July 1st, 1882 (if all in-
debtedness had been funded except bonds held by colleges),
$21,796,304 30. This is the amount which is elaimed to be due by
a calenlation which is in the preamble of the Riddleberger bill, re-
quiring annual interest on non-tax-receivable coupons, $653,888 83.

FOURTH—THE OLCOTT SETTLEMENT.

By the settlement, unanimously agreed upon by the Commission
appointed under joint resolution of March 7, 1890, with the Olcott

Committee of New York, the bonds are to run one hundred years
. 9 : :
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from July 1, 1891. Due July 1, 1991. Interest two per cent. for
ten years, and three per cent. for ninety years; non-tax-receivable
coupons. Principal on 1st July, 1891, of new bonds (if all in-
debtedness be exchanged), $19,000,000. Principal on 1st July,
1891, of three per cent. bonds now in the hands of the public and
Literary fund, $6,081,242 50. Total principal outstanding 1st
- July, 1891, $25,081,242 50 (exclusive of bonds held by colleges).
The total annual interest due by the State under the settlement
with the ¢ Olcott committee,” including interest on Riddleberger
three per cent. bonds held by the Literary fund and in the hands
of the public on October 1, 1891, $562,487 27—an annual saving
of interest for ten years to the State, over a settlement under the
Riddleberger bill, of $91,451 56, which aggregates $914,515 60.
The auditor reports as applicable for the payment of interest on
the public debt, from the revenues of the State (including taxes on
railroad property), about $490,307 29.
~ The second auditor reports annual dividends on the stock, ete., of
the Richmond, Fredericksburg and Potomac railroad company,
$32,746. ,
- Amount of revenue available for payment of interest on the
“public debt,” $523,053 29; amount annually required to pay in-
terest on the “public debt,” $562,437 27; amount to be provided
for, about $39,383 98, if all the bonds are exchanged at once, which
is searcely probable. ;

THE PROPOSED SETTLEMENT.

By an examination of the joint resolution you will observe we
were restricted to an agreement based upon the principles of the.
Riddleberger bill. We do not believe we have materially tran-
scended our powers. In ascertaining the amount due to the credi-
tors, we have adopted the basis of settlement used in the Riddle-
berger bill. Ten years having elapsed since its passage, there has
been a considerable increase in the debt by way of interest. ‘

We agreed that $19,000,000 should be the maximum amount of
new bonds to be issued in exchange for the outstanding obligations
of the State, now in. the hands of the public, but not including
bonds already funded under the act of February 14, 1882. There
were on October 1, 1891, $6,081,242 50 of these bonds in the hands
“of the public and the Literary fund, which, with the proposed new
issue, will make the sum of $25,081,242 50. On this amount we
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will be compelled to provide annually for the accruing interest,
This appears to be an increase in principal over the settlement of
1882. The consideration of how this principal is to be met is post-
poned for a hundred years. We do mot think it worth while to
concern ourselves about the financial condition of Virginia a hun-
dred years from now. We have interposed four generations be-
tween ug and the payment of this principal. It is sufficient to
affirm that unless all of our ealculations prove delusive, based as
they are on the constant increase of taxable values in the past ten
years, the State will be much better able to take care of the prinei-
pal of the debt then than we are to provide for the interest now.

We adopted the form of the Riddleberger bill, as far as it is
applicable to this contract, with its non-tax-paying coupons. This
is a matter of much moment. It relieves us of this device which
enabled the coupon holder to intercept the taxes due by the citizen
before they reached the treasury of the State. To pre\'ent this, has
been a fruitful source of controversy, and the suits arising from this
subject have been the cause of forcing the State as a litigant in the
State and federal courts. The tax-paying coupon is an imputation
upon the good faith of the Commonwealth, and a reflection
upon her financial integrity, by giving a lien upon her revenues,
which is unusual, unnecessary and humiliating. Our people would
never ratify a settlement which embraces a bond with this feature
attached, however favorable it might be in other respects.

We are to pay two per cent. interest for ten years, and after that
three per cent. for ninety years. Our greatest difficulty will be for
the first ten years. Our settlement we are assured will be the
cause of bringing population and capital into this State. FHach emi-
grant will help us to bear the burden of taxation, and every dollar’s
worth of property introduced will contribute its due proportion to
O TEVeNnUes.

WILL WE BE ABLE TO MEET THE INTEREST WITIHOUT INCREASING THEH
RATE OF TAXATION 7

I have no doubt of it. See the facts. The report of our auditor
shows that in 1880 the amount of property assessed for taxes was
$304.663,969; in 1885 it was $347,840,967; in 1890 it was $380,-
531,815. f

In 1880 the taxable value of our railroads was 89 87’6?31}6
In 1885 : SR Ny £ “ 85,955,924
_Iﬂ 1890 ‘e i 13 113 .u (4 L 4.4,-300,845
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‘With this rate of increase, there is scarcely room for doubt that
at our present rate of taxation we will be able to support the gov-
ernment, take care of our charitable institutions, and schools and
colleges, and our old soldiers, without embarrassment to our
finamces at present. There will be new sources of revenue; the
amount depending upon the prosperity and development of the
State, which gives every reasonable assurance that we are not too
sanguine in our calculations, and satisfies me of our ability, at the
end of ten years, to meet the three per cent. rate of interest, and at
the end of one hundred years to provide for the principal.

REDUCTION OF EXPENSES.

Upon an examination of my regular message, you will see I have
pointed out the way by which our expenses may be reduced
thousands of dollars every year. If you will heed my advice, and
enforce my suggestions by proper legislation, enongh may be saved
to meet any increase necessary for the payment of the annual
interest upon the public debt. If in these suggestions we are in
error, it is a fact about which there is no speculation, that we have
money enough now in the treasury to meet any ordinary deficit, if

not wasted by injudicious expenditures.

THE OLCOTT SETTLEMENT BETTER FOR THE STATE THAN THE RIDDLE—
BERGER. :

Had all the outstanding debt been funded in Riddleberger bonds
in 1882, the time of its passage, except thé bonds held by schools
and colleges, we would have had to pay annually, $653,888 83,
which up to this time would be $5,884,999 47. This would have

taken all of our available revenues, and without increasing the

taxes, it would have been impossible to have met our necessary ex-
penses. The State has saved, in consequence of the bondholders fail-
ing to fund under the Riddleberger bill, in interest, $3,594,850 91.
This has enabled her to spend $1,385,085 53 in the purchase of
$2,357,576 60 of her own bonds, and thereby reducing her debt to
that extent. She has also paid one million dollars arrearages due
public schools, and $379,000 of interest due the Literary fund;
$600,000 to her disabled soldiers, and she has spent over a million
dollars in enlarging, improvirf®; and in the support of her eleemosy-
nary institutions. This indispensable work could not have been done

\;\4‘
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with our present rate of taxation, had the whole debt been funded
~in 1882. Money which would have been paid to satisfy the interest,
(the creditors refusing to fund), we have used in part for the pur-
poses above indicated, and have compromised the amount by adding
to the principal due in 1882, to be paid a hundred years hence.
Now our taxable values have increased to such an extent that we
can meet all necessary demands for our revenues. If the govern-
ment be “economically administered,” there is no need for a higher
rate of taxation. By the two per cent. interest for ten years we
will save $91,451 56 each year. With this sum judicially invested,
we may be able to so reduce the principal of our debt that when we
are compelled to pay the three per cent. rate of interest, the annual
amount due will be within our present revenues, even though there
should be no increase in our taxable values, which is scarcely pos-
sible,

When we consider the fime of this settlement, and the ferms of it,
there can be no doubt that it is the most favorable proposition we
have ever received. Let us then not be in default, but do every-
thing which is required of us to make good the agreement on our
part, by an acceptance of the Olcott settlement, and provide for the
liquidation of the amount.assumed.

THE RESULT.

By this settlement we will have accomplished much for Virginia
beyond what the figures disclose. We have eliminated the publie
debt from the politics of the State, where it has been a harassing
question for many years, dividing the people and embittering party
feeling. Besides, it will restore confidence in us, and strengthen
our credit, because the business and commercial world will see that
in good faith we have done all we could do, and all that we were
asked to do, to satisfy our creditors. They have selected their own
agents, strangers to us, watchful of their rights and zealously guard-
ing their interests, and after much deliberation, and a thorough
examination of this delicate and perplexing question, have prepared
and proposed a plan for the equitable adjustment of the debt, which
has been accepted by your Commission on the part of Virginia,
“The Bondholders’ Committee cheerfully recommending if, (the
settlement) to their constituents.” Tt was submitted to their advi-
sory board, men of their choice—such men as Cleveland, Bayard,

LY
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and others of national reputation—their friends, not ours. * They
approved and recommended the plan of settlement of the * Virginia

debt,” after having carefully considered the question in all of its

complications. '

If, then, they have sent to us their agents with their proposition,
and we have accepted it, and are prepared to comply with the terms
of the settlement on our part, the odium of. repudiation does not
rest on ug, and when charged against Virginia is false and slanderous.

The acceptance on the part of the State, of their own proposition,
go modified that we will be able to meet the accruing interest
without increasing our rate of taxation, will unite all classes of our
people, and every man who loves his State and will vindicate her
honor, will come now. to her assistance, and the coupon vendor will
find no sale for his depreciated currency among our patriotic tax-
payers, and the coupon will become as worthless as the shinplaster
of a past generation.

But should I be mistaken in this, and there can yet be found tax-
payers who are willing to claim protection of Virginia’s laws, and
will still endeavor to make her erouch at the feet of these few mer-
ciless bondholders, in that event legal remedies (yet untried) will be
used against all such persons, which will protect our treasury from
an influx of the coupons from the bonds held by those who are unwill-
ing to accept the terms of the settlement which Virginianow offers.

NO INCREASE OF TAXATION.

I will say to the bondholders, who are still hoping for better
terms, and will not fund under the proposed law, that this is impos-
sible without increasing the taxes. The people will not, and can-
~not, submit to an increage of taxation—so say they all. They have
gaid so in the Legislature; they have said this in their conventions,
and at all times, and everywhere. Our people are united on
this subject, without distinction of party. And they declare
further that their children shall be educated; that the light of
our higher schools and colleges shall not be extinguished. We
intend also that our unfortunate insane shall be cared for; our old
soldiers and their widows shall not be neglected. These determina-
tions are fixed in the hearts of the people of Virginia, and they will
not abandon them. These we consider are our highest obligations,
and to them we will be faithful, though a cruel necessity may com-
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pel us to be delinquent to others. These declarations are notf in-
tended as threats, but are a frank expression of the opinions of the
people.

Let us be prepared to carry out, in good faith, the agreement
which your Commission has made with the agents of the bondhold-
ers, and in due time all will be well.

For these reasong, I advise that you pass a resolution ratifying
and confirming the agreement entered into by your Commission
with the Olcott committee for the settlement of the debt of Vir-
ginia, and that the agreement be referred to an appropriate com-
mittee to prepare a bill to carry it into effect.

P. W. McKINNEY.
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REPORT.

RICHMOND, Jaxvary 8, 1892

1o the Senate and House of Delegates of Vivginia in General Assembly convened :

The undersigned, a Commission, appointed at the last session of the Lepis-
lature to receive proposals for settling the outstanding obligations of the State, and
to report the same to the General Assembly, respectfully submit the following :

As we are about to report a proposition submitted to us for the settlement of the
debt, which, in our judgment, is far more favorable to the State than any hereto-
fore made, and as it is hoped and believed that its acceptance will lead to a final
termination of the unhappy controversy which has so long existed between the
State and her creditors, it seems appropriate to pass in review some of the most
congpicuous phases and dangerous complications, which, from time to time, during
well nigh the fourth of a century, this question has assumed.

Prior to the war the State of Virginia, in which the present State of West Vir-
ginia was then included, contracted a debt which amounted, at the outbreak of
hostilities, to about $35,000,000. During the war West Virginia was cut off from
the old State, and admitted as a member of the Union, and the territory and
population of the original Virginia were thereby reduced to the estimated extent
of about one-third. Both States, by their constitutions and by legislation,
acknowledged their respective liability for a just and equnitable proportion of the
whole debt, but no adjustment between the States settling the amount that each
should assume, was ever made,

Payments of interest were for the most part suspended during the war (though
certainly through no fault on the part of the State, which made earnest effort to
apply such funds as she had, in that way), and were afterwards only partially
resumed by Virginia alone—West Virginia having never paid any part of the
debt, principal or interest.

Under these circumstances, the State of Virginia, by act of March 30, 1871, pro-
posed to her creditors a separate adjustment of what she deemed her own
indebtedness, which she assumed to be two-thirds of the entire debt.

The entire debt, principal and interest, amounted at that time to about $47,000,-
000; and the State’s offer was to issue to such of hér creditors as would surrender
their old obligations, new bonds for two-thirds of the amount surrendered (fund-
ing both prineipal and interest of the old bonds into prineipal of the new), with
interest at the rafe of six per cent. per annum, payable semi-annually on such new
bonds, which might be registered or coupon, at the option of the holder, and might
be converted the one into the other, at the like option.
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And it was provided that the coupons ghould be receivable at and after maturity
“for all taxes, debts, dues and demands due the State,” whieh should be so
expressed upon their face.

Sueh were the principal features of the celebrated Virginia “funding bill” of
1871.

Tt was believed by many that its passage was due to improper influences brought
to bear on certain members of the Legislature, though it had the support of many
men whise character and reputation placed them entirely above suspicion—indeed
of some of the most eminent and respected men of the State.

The measure was, however, predicated upon a most exageerated and erroneous
estimate of the taxable values of the State. It was believed at the time by some
that the income under the existing rate of taxation would be ample to meef all
interest which could acerue nunder the f unding bill, and leave a surplus ample for
all other public purposes. This delusion was zoon effectually dispelled. Within a
year after its passage, about two-thirds in amount of the State's creditors accepted
the terms of the faunding bill, surrendered their old bondg, and received the new
bonds and coupons provided for th erein. The new bonds issued within fhat
period amounted to something over $20,000,000, an d upon the whole amount,
coupons, receivable for taxes, were liable to acerue fo the amount of over §1,200,
000 annually. If the whole debt should be funded, coupons would accrue
annually to the amount of over §2,000,000.

By the early part of the year 1872 it had become evident that, without an
increase in the rate of taxation, these coupons would abgorb the revenue to such
an extent that the public free schools and the machinery of government would
fail to receive adequate support. 1 ndeed, the hostility to the funding bill was so
strong that, at the fall election of 1871, a majority of members chosen to the Legis-
lature were bent upon the repeal of the “ tax-receivable coupon feature,” which
was the chief object of popular odium. Aceordingly, by act of March 7, 1872, that
feature of the funding bill was repealed.

The validity of the repealing act was soon subjected to the judicial test, and the
Court of Appeals of Virginia decided that, as to the coupons of bonds funded
before the passage of that act, it was void. This decision upheld the receivability
of those coupons for taxes, notwithstanding the repealing act, and also declared
the proceeding by mandamus to be the proper remedy of the tax-payer to compel
their acceptance by the collector.

By a subsequent decision of the same court, it was held that tax-receivable cou-
pon bonds could not, after the repealing act above mentioned, be issued in
exchange for the old bonds, and the process of funding after the passage of that
act was not so zealously pressed.

The Supreme Court of the United States rendered its first decision on the Vir-
ginia debt question at the October term, 1880. The opinion of the court justified
that feature of the funding bill of 1871, whereby Virginia assumed two-thirds of
the indebtedness of the old State, and veferred the creditors to West Virginia for
payment of the residue. Full concurrence was algo expressed in the decision of
the Virginia court, holding the coupons of bonds funded before the repealing act,
to be receivable for taxes, notwithstanding that act.

The legislation of the State and the decisions of the courts in respect thereto,
go far as they have thus been reviewed, operated to create three classes of obliga-
tions against the State. 1st. The bonds with tax-receivable coupons issued under




the funding bill, before the repealing act of March, 1872; 2d. The bonds izsued
under the funding bill subsequent to, and as modified by that act, and whose
coupong were not fax-receivable; and 3d, The original unfunded bonds of the
State. These classes became popularly known as consols, peelers and nnfunded.
On the first class the coupons continued to mature and absorb the revenue, while
little or nothing was paid towards interest on the other classes, and the debt be-
came quite unmanageable.

Meantime popular feeling had become very high on the subject of the State
debt. The continued influx of coupons into the treasury had diverted from the
public schools the funds to whichi they were constitutionally entitled, to such an
extent that their efficiency was well nigh destroyed, and the very fabric of gov-
ernment geemed in peril.

It was abrolutely impossible, in the state of public sentiment, to increase taxa-
tion to meet demands aceruing as the debt then stood—the great depreciation of
taxable values as the outcome of the devastations of war whereby, in addition to
the loss of one-third of her territory, her homes in ruin, real estate and personal
property destroyed, and her population decimated—if, indeed, a greater burden
could have been borne by the people at all. The individuals who favored such a
course were confined principally to the towns and cities, and to a few in the rural
districts, and were not sufficiently numerous or orzanized to be dignified by the
name of “party.” All parties desired some readjustment. Those who claimed
the distinetive appellation of readjusters were for forcing an adjustment on the
creditors, whether acceptable to them or not; while the more moderate party only
advocated a compromise to which the creditors should be parties, and give their
assent. -

At the session of 1877-78 a measure of readjustment was passed by both houses
of the Legislature, but was vetoed by the governor on constitutional grounds,

A pew scheme of refunding was adopted by act of March 28, 1879, which it was
believed would be acceptable to the great body of the creditors, and which was
substantially as follows:

For purposes of designation, the outstanding indebtedness'of the Stafe was di-
vided into two classes: Class I embraced all tax-receivable counpon bonds and
registered bonds capable of being converted into tax-receivable eoupon bonds; or,
in other words, all bonds issned under the funding bill prior to the repealing act
of March 7, 1872. (Class IT embraced all bonds issued under the funding bill sub-
gequent to and as modified by the aet of March 7, 1872, and also two-thirds of all
bonds and acerued interest which had never been funded. Tt was provided that
the proportion of Class IT refunded, should never exceed in aniount one-third of
the whole amount refunded until eighteen millions of Class [ should be refired.
Subject to the above limitation, bonds were authorized to be issued to such of fhe
holders of Classes I and II as would exchange the bonds held by them for bonds
to be issued under the new scheme. The new honds were to be of the tax-re-
ceivable coupon character, or convertible into such, payable forty years after date,
(July 1,1879,) with interest at three per cent. for ten years, four per cent. for
twenty years, and five per cent. {or ten years, with the privilege to the State of re-
deeming them alter ten years from date. It was provided that at least $8,000,000
should be funded by January 1, 1880, and $5,000;000 additional with each succeed-
ing period of six months, This measure was commonly referred to as the “ Me-
Culloch bill ” by its advecates, and as the * brokers’ bill” by itz opponents. It



constituted the principal issue at the election held in the fall of 1879 for members
of the State Legislature, and its opponents triumphed at the polls, a result which
was due to the fact that the people were convinced that the measure which had
passed the Legislature, without any unanimity, but, on the contrary, by a bare
majority, imposed a greater burden of annual interest than they were able to bear.
By the 1st of January, 1880, the creditors had funded the $8,000,000, as required ;
but in the next ensuing six months, instead of $5,000,000, they funded up to Jan-
uary 7th, $781,981 81, and not one cent afterwards, which forfeited their contract.

Tor the two years beginning with 1880 the governor of the State and the Legis-
lature represented different views on the debt question, and consequently there
was during that period no legislation of consequence upon the subject. Meantime
the complications and troubles arising from the use of coupons in payment of
taxes grew worse and worse, and the sentiment in favor of readjusting the debt
became well nigh overwhelming throughout the State.

The Readjuster party was triumphant all along the line at the fall elections of
1881, securing the governor as well as both branches of the Legislature by large
majorities. '

Early in 1882 the policy of forcible readjustment of the public debt was: actively
entered upon. The first measure adopted was one intended to protect the treasury,
and commonly called “coupon killer No. 1,7 approved January 14, 1882. This act
provided that when coupons should be tendered to a tax collector he should receive
them only “for verification.” The collector was then required to demand and en-
force the payment of the tax in money. The coupons he was required to deliver
into court, and the tax-payer was then authorized to institute proceedings in the
court to have the genuineness of his coupons passed on by a jury. Should they
be found genuine, the treasurer was required to receive thems and to refund to the
tax-payer the money previously paid by him. By a subsequent act the tax-payers
remedy by mandamus to compel the reception of his coupons was abolished.

On the 26th of January, 1882, was passed the act popularly known as “coupon
killer No. 2,7 though it did not take effect until the 1st of December following.
This provided in suhstance that tax-collectors should receive nothing but money
in payment.of taxes; that should a collector “take any steps” for the collection of
the taxes, the party proceeded against might pay the tax in money under protest,
and within thirty days, and not after, sue the officer; that should it be determined
in such suit “ that the taxes were improperly collected for any reason going to the
merits,” the amount thereof should be refunded to the tax-payer; and finally all
remedy- or recourse to the tax-payer save by such suit was prohibited.

Having adopted these measures, designed to protect the treasury “and preserve
the autonomy of the State government, the Legislature proceeded to pass the act
which bears the name of the Riddleberger bill, approved February 14, 1882,
The preamble of the act contained a long and detailed statement, which was
“confidently submitted” as presenting a correct account between the State and
her creditors. The result of this account showed the whole indebtedness of the
State, from the standpoint of the Legislature, to be as of July 1, 1882, $21,035,377,
principal and interest. .

The epacting part of the bill, however, made the amount larger than this by
several millions. Itis also claimed and conceded by many, that certain errors
were made in the amounts assumed to be outstanding against the State, and in
the application of interest payments, o that the amount really assumed by the
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State under the principles of the Riddleberger bill, conceding the correctness of
the rate of sealing fixed by it, was largely in excess of that apparent upon its face.

The funding under the McCulloch bill had ereated another class of obligations
against the State, popularly known as ten-forties; and the Riddleberger hill set
forth and classified the outstanding obligations of the State under the following
heads—specifying amounts in each case:

Consols, designated as Class A, Ten-forties, designated as Class B. Peelers,
designated as Class O. Intereston peelers, Class D. Two-thirds unfunded, Class H.
TPwo-thirds interest on unfunded, Class F. Also the amount due the literary fund,
and interest thereon.

Bonds were then authorized to be istued, registered and coupon, dated July 1,
1882, payable July 1, 1932, with the privilege to redeem them after July 1, 1900,
bearing three per cent. interest per annum, but the coupons not receivable for
taxes.

The new bonds were directed to be exchanged for the outstanding indebtedness
of the State, above referred to, in certain ratios, prescribed according to class, The
detailz of the provisions for exchange need not be mentioned here, but one feature
deserves particular attention; to-wit, that in fanding the outstanding obligations
mentioned, into Riddlebergers, “for any interest which may be past due and
unpaid upon the same, funded bonds issued under this act may be given dollar for
dollar.” Y

Another requirement of the act material to be obgerved, was tha “in the year
1890, and annually thereafter, * = R % there shall be set apart
of the revenue collected from the property of the State each year, two and a quar-
ter per cent. upon the bonds at the time outstanding, which shall be paid into the
treasury to the eredit of the sinking fund.”

The debt legislation of the session of 1881-82, it will have been obgerved, con-
sisted of the two coupon-killers, the aet forbidding the use of mandamus in coupon
cases, and the Riddleberger Iill. These measures had now to pass under the re-
view of the courts.

The Court of Appeals of Virginia was equally divided as to the validity of cou-
pon-killer No. 1, and the question went to the Supreme Court of the United
States. That tribunal sustained the act on the ground that it provided an ade-
quate and efficacious remedy in lien of the former remedy by mandamus to compel
the acceptance of the coupons for taxes. It was supposed by many at the time,
that the new remedy provided was practically so ditficult of application as to be
little better than no remedy at all, and the court’s decision was therefore the sub-
ject of considerable criticism. But subsequent experience showed that the court
was right, and coupon-killer No. 1 became in the hands of the coupon-holders a
source of greaf annoyance to the State.

Other questions in connection with the Riddleberger legislation subsequently
arose, and will be referred to later on.

Meantime the party which had all along been opposed to foreible readjustment,
having for several successive years been defeated upon that issue ab the polls, had
finally acquiesced in the Riddleberger setflement. The Legislature chosen at the
fall elections in 1883, though composed of a majority of members who had pre-
viously opposed all schemes of foreible readjustment, proceeded in good faith to
adopt such additional measares as seemed practicable to induce the creditors to
accept the Riddleberger bill.
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To present these measures in detail, would swell this report to too great a length.
Suffice it to say that they were for the time effective.

During the summer of 1884 a serious question arose as to the meahing and true
interpretation of the Riddleberger act.

Shortly after July 1, 1884, J. P. Faure, a non—reqldent of Virginia, applied to
the officials intrusted by the Rlddleberger bill with the duty of exchanging the
new for the outstanding obligations of the State, to fund into Riddleberger bonds
dollar for dollar certain coupons held by Faure, which had matured on and
before July 1, 1884. The application was refused, and Faure sought the aid of
the United States Circuit Court to enforce it. The court granted the order prayed
for, directing the proper officials to issue to Faure the obligations provided for in
the Riddleberger bill for the full face value of his coupons. Considerable surprise
was created by this decision, for it was perceived that under this construction of
the act the interest-bearing obligations of the State might be increased to several
fold the amount, which, in the popular apprehension, it was intended by the Rid-
dleberger bill to assume. This construction was never acquiesced in by the State
authorities, and in order to meet the difficulty suggested by it, the “ Wickham
amendment,” hereinafter referred to, was passed.

A short time after the decision in the Faure case, the Legislature met in extra
session, having been called for the purpose of enacting an electoral bill. They
immediately availed themselves of the opportunity to amend the b5th section of
the Riddleberger bill, so as to prevent the unlimited funding of outstanding in-
terest into new bonds.

The amendment, made August 27, 1884, was that “the date of exchange re-
ferred to in this act shall in all cases be taken to be July 1, 1882, * * * %
and no new bond shall, under this act, be given for any coupon, or interest on
registered bonds, mentioned in this section, maturing after the lst day of Julv,
1882.”

Later in the same extra session, November 29, 1884; the Legislature amended the
amendment to the Riddleberger bill above referred to. The last amendment pro-
vided that no allowance whatever should be made for any interest or coupons to
mature after January 1,1885. And as to coupons and interest, accrued or to accrue,

_ between January 1, 1883, and January 1, 1885, both inclusive, it was provided that
such interest and coupons on the ten-forty bonds might be funded into the Riddle-
berger bonds dollar for dollar, and that such interest and coupons on other bonds
mentioned in the Riddleberger bill might be funded into Riddleberger bonds at
50 cents on the dollar.

Numerous cases arose in the courts, State and federal, to test the construction
and validity of coupon-killer No. 2, and the acts supplemental and ‘ancillary
thereto.

One of these cases partook of the nature of a mandatory injunction, and was-so
sweeping and comprehensive in its object as to involve consequences of the most
serious character to the State, and if successful, to frustrate all the measures
adopted by the Legislature .to prevent the use of coupons in payment of taxes,
The circumstances were as follows: Mr. Parsons, a non-resident of Virginia, ex-
hibited hig bill in the Circuit Court of the United States, alleging that he was the
holder of genuine bonds and coupons of the State to a large amount, and filed a
list of his coupons, identifying them by numbers, letters and dates. He did not
pretend to be himself a tax-payer of the State, but alleged that he had made
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arrangements with sundry tax-payers to use his coupons in payment of their taxes,
by which arrangements he would receive payment, in’ large part, for his coupons.

He further complained that the tax collectors of the State refused to accept the
coupons for taxes, and prayed for an injunction *to réstrain them from refusing to’
receive the particular coupons thus identified,” in payment of taxes. The court
granted the injonction.

Under this decision it was obvious that an indefinite number and amount of
coupons (whether at the time matured or not) might be brought into court and
identified by parties, not entitled themselves to use them in payment of taxes,
and an order issued compelling any and all tax collecting officers whom the bond-
holder should chose to cite before the court, to accept the coupons so identified,
matured and as they should mature, in payment of taxes of any future holder by
whom they might be tendered. The federal courts might in this way, by a few
decrees, compel the acceptance of all the tax-receivable coupons of the State, as
they might contingently mature in the future. The presumption on which the
conpon- killers were based was that the tax-payer, in the vast majority of instances,
could better afford to pay his taxes in money than to go through the process re-
quired by those acts to compel the acceptance of conpons—a process to be re-
peated every vear as taxes should accrue, and even then available only to the tax-
payer himself,

The decigion, therefore, deprived the “ coupon-killers " of all practical value. The
assumption by the federal courts of this power to coerce the officers of the Com-
monwealth into disobedience of her laws greatly intensified the feeling against
the bondholders.

It may be remarked here, (thouzh anticipating somewhat), that this decision was
réversed in the Supreme Conrt on the ground that the plaintiff, not being himself
a tax-payer, and not seeking to compel the acceptance of coupons in payment of
his own taxes, was not entitled to come into court to compel the aceeptance of the
coupons for taxes of parties to whom the plaintiff might afterwards assign them.
The most dangerous and fatal portion of the decigion to the interests of the State
was thus disposed of.

The whole class of fest cases, above referred to, finally came for review before
the Bupreme Court of the United States.

It was commonly believed that the resalt in that tribunal would be a Waterloo,
either for the ereditors or for the State, and that all questions between them would
be finally settled one way or the other.

The prineipal ground relied on by the counsel for the State was that all the
proceedings before the court for review were in effect suits against the State, and
hence repugnant to the constitution. The bondhoelders, on the other hand, eon-
tended that the proceedings were in no sense suits against the State, but were
against the officers as individual trespassers, to prevent or recover damages for
their illegal acts; that their acts were illegal becanse the legislation upon which
they relied in justification was uneonstitutional; and that the leégislation depriving
the tax-payer of redress against the officers for such illegal acts was also unconsti-
tutional and void.

The court, by a majority of one in a membership of nine (five to four), decided
in favor of the bondholders.

The substance of the decizion was that a tender of conpons for payment of
taxes was equivalent to an actual payment, depriving the collecting officer of all
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authority for further action, and making every subsequent step taken by him
illegal and void; so that in proceeding to enforce payment in money by levy or
otherwise, the officer ceased to be an officer of the law, and became a mere private
wrong-doer, liable as such for his acts. Buits against the officer in such cases, it
was held, were not suits against the State,and a State law repugnant to the federal
constitution was said to be no law at all, and to afford no protection to an officer
seeking to justify his action under if.

Justice Bradley, delivering the dissenting opinion, expressed the view that the
proceedings were virtually suits against the State, and that the acts of the officers
on which the proceedings were based, were in obedience to the laws of (he State—
wrong laws perhaps, but nevertheless laws of the State.

But notwithstanding this deecision, the end was not yet. The judicial proceed-
ings taken by the bondholders against officials of the State,and practically, as was
said by Justice Bradley, against the State herself, and the langnage used by some
of the courts in these proceedings, aronsed such general indignation throughout
the Commonwealth, that many of the most ardent original debt-payers became the
most active supporters of all measures against the use of coupons. Puablic meet-
ings were held in many places and resolutions passed denouncing parties who
ghould tender coupons for taxes as enemies of the State, and pledging the best
endeavors of the participants to prevent their use. The sentiment thus aroused
has been for the most part steadily muintained.

Meantime, after the decision last referred to, coupon agencies were established
by certain of the bondholders in the principal towns and cities of the Common-
wealth, and the most tempting offers made to tax-payers (generally without avail)
to purchase and use coupons in discharge of their obligations to the State.

In the session of the Legislature of 1885-86 several additional acts were passed,
all having for their object the imposition of farther impedimenis and obstructions
in the way of using the tax-paying coupons.

It is unnecessary to specify particnlarly the character of the various enactments.

© While most of them subsequently mef the dizsapproval of the Supreme Court of

the United States, they answered their purpose in the meantime; and when
declared invalid by that tribunal, were immediately succeeded by other provisions
equally effective in excluding the eoupons from the treasury.

In the spring of 1887 the governor called the Legiclature in extra session to
receive and consider a proposition whieh it was thonzht would be made by the
bondholders for a settlement of the debt. In fact, a commission, composed of Sir
Edward Thornton and Mr. Braithwaite, did come fo Richmond, and lengthy nego-
tiations were held upon the subject between them and a joint committee of the
two houdes of the Legislature. The negotiations fai led, lareely because of the fact
that the amount of ontstanding obligations of the State actually represented by
the gentlemen named, was very smull indeed, and they could give no satistactory
assurances of being able to bring in enough securities to consummate a settlement,
ghonld the terms of one be agreed on.

These negotiations having failed as stated, the Legislature proceeded in May,
1887, to pass the bill commonly known as the “coupon crugher,” This was in-
tended to meet the decision of the United States Supreme Court, holding collect-
ing officers liable to suit for proceeding against the property of tax-payers who had
tendered coupons. It directed that suits should be ‘bmught by the Attorney-
General and the Commonwealth’s attorneys in the name of the Stale against such
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fax-payers for the amount of taxes due; imposed on the defendants the duty of
proving the validity of coupons which they had tendered ; put considerable costs
upon them, and provided for recording the judgments against them, 20 as to pre-
gerve liens for the benefit of the State for the amounts thereof. This was neces-
gary to collect the revenue requisite for the maintenance of the State goyernment,

The Attorney-General and several Commonwealth’s attorneys, being about to
institute proceedings under this act against parties who had tendered coupons for
taxes, Mr. Coaper, an alien, professing to be a holder of tax-receivable coupons,
brought suit in the Cireait Court of the United States asking for an injunction to
prevent such proceedings. The injunction was granted, but the law officers of the
State nevertheless begun and pressed the proceedings against the coupon-tenderers,
Tor acting thus in disregard of its injunetion, the State officials were adjudged by
the Cirenit Court of the United States to be guilty of contempt, and were fined
and actually incarcerated in the common jail till they shonld purge themselves of
the contempt by dismissing the proceedings referred to. Writs of haberts corpiis
were at once sued out by the imprisoned officials from the Supreme Court of the
United States, and it was there decided that Cooper’s suit was a suif in substance
against the State; that the court below had therefore no jurizdiction of the same,

_and that the injunction and the commitment for contempt were both unwarranted

and void.

There was not much anti-conpon legislation of consequence at the session of
1887-88. The legislation of that character passed at the session of 1885-86 was
subsequently, as has been intimated, for the most part held invalid by the United
States Supreme Counrt. The decision was not rendered till May, 1890, after
the adjournment of the last General Assembly. But its effect was anticipated by
legislation enacted at the session of 1889-90,and it has been quite barren of results
to the public creditor.

Tn some respects the last decision was very favorable to the State; for it u pheld
legislation requiring the school tax and liquor licenses to be paid in money to the
exclusion of eonpons; thus removing a very considerable proportion of the annnal
revenues from the possibility of interception by the bondholders.

On the other hand, the constitutionality of the coupon erusher was seriously
questioned ; and it is significant that the last decision was without dissent, and
was pronounced by Justice Bradley, who had on previons occasions dissented
from the majority. In this case he said that “we feel bound to yield to the
authority of prior decisions of this court, whatever may have been the former
views of any member of the court.”

The language of Justice B radley, in closing his opinion in these cases, deserves
careful consideration. He said, speaking of a desirability of an adjustment of the
differences between the State and hercreditors: © It is certainly to be wished that
some arrangement may be adopted which will be satisfactory to all the parties
concerned, and relieve the courts as well ag the Commonwealth of Virginia, whose
name and history recall g0 many interesting associations, from all farther exhibi-
tions of a controversy which has become a vexation and a regret.”

Although some $9,250,000 of Riddleberger bonds have been issued and ex-
changed for outstanding securities, under the provisions of the Riddleberger act,
yet comparatively fow of thaf class of obligations which have all along oceasioned
so much trouble, viz., the tax-paying coupons, and the bonds bearing them, have
been received in exchange by the State.

The amount of six per cent. consol bonds bearing tax-receivable coupons

PR = &



28

outstanding at the time of the passage of the Riddleberger act was about
$14,370,000.

The amount of 10-40%s bearing three per cent. interest at that time, but now
bearing four cent. (coupons tax-receivable), was, at the same date, about $8,518,000.
Total principal of tax-receivable eonpon bonds outstanding af the time of the
passage of the Riddleberger bill, about $22 ,888,000.

The amount of consols now outstanding is about $12,028,000. The amount of
10-40¢s now outstanding is about $5,652,000, aggregating $18,580,000.

So that only about $4,300,000 of the bonds bearing the troublesome tax-paying
coupons have been retired under the Riddleberger act. The coupons maturing on
the amount of such bonds still outstanding, aggregate about a million dollars a
year. Meantime the success of the State’s obstructive legislation, sustained as it
has been by a very general public sentiment, has resulted in the accumulation of
an enormons amount of past duoe coupong.

The whole amount of tax-receivable conpons now outstanding is about §7,027,022.
This, added to the principal of the bonds still outstanding: bearing tax-receivable
coupons, makes an aggregate of about $25,607,022. The maximum amount of all
unsettled obligations outstanding against the State, which there ig any probability
of her having to provide for, is placed by the Bondholders’ Committee, as here-
inafter shown, at about $28,000,000.

So that it is perceived the great bulk of the debt we now have to settle, consists
of tax-paying coupons, already accrued and past due, and of bonds producing an
additioral amount of about one million of such coupons every twelve months.
At this stage—to-wit, on the fth of March, 1890—your Commission wag appointed
to receive a proposal for fanding the debt froma dul y-authorized representative of
the creditors, and on the 28th of April, 1891, a communication was addressed to
the governor of Virginia by Messrs. Frederic P. Oleott, Hugh R. Garden, Wm. L.
Bull, Charles . Dickey, Jr., Henry Budge, and John Gill, constituting a commit-
" tee for the ereditors, which led fo the negotiations and to the agreement between
your Commission and said Bondholders’ Committee, as hereinafter recited.

Of the ontstanding unsettled obligations of the State, the Bondholders’ Commit-
tee, with whom our negotiations have been held, have in their actnal possession
about $23,000,000, of which about $21,000,000 consists of past due tax-paying cou-
pons and bonds bearing such coupons. (See communieation from Bondholders’
Committee of date January 7, 1892.)

The actual possession by the Bondholders’ Committee of this large proportion
of the State’s unsettled obligations, entitles any proposition for a settlement coming
from them to a degree of consideration which it would not otherwise deserve, in-
deed, to far gréater than any that has heretofore been presented to the State. An
agreement upon terms with them, it is con fidently believed, will guarantee a set-
tlement of the entire debt. :

The various propositions of that committee fo your (Commission, and the nego™
tiations had with them, also appear at large by the minutes of the proceedings of
vour Commission, which are herewith returned. A brief review of the negotiations
will therefore suffice in this connection.

The first proposition made by the Bondholders’ Committee to your Commission,
dated June 2, 1801, expressed the Bpinion of that committee that “the prinei-
ples of the Riddleberger legislation eall for an interest charvee of over $325,000 per
annum, as of July 1, 1882, and the fundable interest which has been maturing
gince that date has materially increased the interest charge.” :
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‘The proposition contained the statement that: “Of the debt proposed to be
funded, there is now outstanding owned by the public, an apparent maximum as
of July 1, 1801, approximating $28,000,000. Of this amount the Bondholders’
Committee control not less than $23,000,000, principal and interest, to said date;
and the ecommittee hereby proposes to surrender the same, together with any
additional obligations which may be deposited, on the basis of $20,000,000 of new
three per cent. bonds for the entire $28,000,000.”

To this proposition your Commission replied under date of June 3, 1591, stating
among other things that : “The Virginia Commission feels constrained to decling
to entertain said proposal, or to enter into a contract with the Bondholders’ Com-
mittee on the basis thereof. The interest charge required by said proposal largely
exceeds the amount which would be payable on such unsettled obligations were
the same fonded in accordance with the principles of the Riddleberger bill. But
apart from this consideration, and in addition thereto, is the fact that the interest
charge contemplated by your proposal, exceeds the amount the State is able to pay,
after discharging its constitutional obligations and prov iding other necessary ex-
penses.” In concluding their reply, your Com mission said, “ That a settlement of
this matter is greatly to be desived on such basis as will gnarantee stability by
being within the resources of the State, and the fixed opinions which publie gen-
timent has formulated; and if the Bondholders’ Committee feels inclined to so
change their figures as to bring them within the lines above indieated, and within
the limits of the powers of negotiation conferred on this Commission by the
legislative resolution under which it exists, they will be glad to continue these
negotiations.”

Your Commission then adjourned, subject to reconvention upon the call of its
chairman, the governor.

And on the 17th of November, 1891, your Commission, upon the ecall of the
governor, re-assembled at his office, in the city of Richmond.

Another proposition from the Bondholders’ Committee, which had been pre-
viously forwarded by them to the governor, was then submitted to your Commis-
siomn.

In this proposition the Bondholders’ Committee ex pressed themselves as still ad-
hering to the opinion that their previous proposition was within the principles of
the Riddleberger bill, and also within the ability of the State. Nevertheless they
submitted an amended proposition, stating that: “ The committee proposes to sur-
render as of July 1, 1891, not less than $23,000,000 (principal and interest), for such
a proportion of $19,000,000 of new three per cent. bonds as the amount surrendered
bears to $28,000,000.”

~Your Commission declined to accept this proposition also, for the reasons stated
in its reply to the Bondholders’ Committee of June 3, 1891.

Thereupon a sub-committee of two from your Commission was appointed to
confer with a sub-committee of two from the Bondholders’ Committee, with a
view, if possible, of arriving at some basis for further n egotiation.

The action of the sub-committee appears from its report to your full Commis-
sion, filed with the minutes of proceedings, herewith returned.

On the 18th of November vour Commission suggested to the Bondholders’
Committee a willingness to report favorably to the Legislature a proposition to
settle the outstanding unsettled debt, on the basis of an issue of new bonds, not
to exceed a maximum of $18,000,000, to be exchanged for outstanding unsettled
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obligations in the proportion of 18 to 28; such new bonds to run 100 years, and
to bear two per cent. interest for ten years and three per cent. for ninety years. This
would give in exchange for the $23,000,000 of outstanding obligations held by the
Bondholders’ Committee, something less than $15,000,000 of the proposed new
bonds.

In reply to this suggestion, the Bondholders’ Committee stated that they would
communicate it to their depositing security holders, but would not advise its ac-
ceptance.

Continuing, the committee said: “We will, however, cheerfully reccmmend
either of the following propositions: A three per cent. 100 year bond, similar in form
and features to the Riddleberger bonds, for $18,000,000; or, a bond similar in form
and feature to the Riddleberger bonds, for $19,000,000 at 100 years, the first five
years interest to run at two per cent., the next five at two and one-half per cent.,
the balance of the term, three per cent.”

In reply to this, your Commission, after due deliberation and consultation with
the financial officers of the State, on the next day, viz., November 19th, offered to
report favorably to the Legislature the $19,000,000 proposition, provided the same
should be so modified as to restrict the interest annually payable, to two per cent.
for ten years, and three per cent. for the remaining ninety years ; the bonds and in-
terest obligations to be of the same general character as those provided by the Rid-
dleberger bill, and it being distinctly understood that the coupons or other in-
terest obligations are not to be receivable for taxes.

This recommendation, it was provided, should be made conditional on the Bond-
holders’ Committee having in their possession, with the authority to exchange
them, the oblications above mentioned, amounting to at least $23,000,000; and the
proposed new bonds to be exchanged for such outstanding obligations in the pro-
portion of 19 of the former for 28 of the latter.

To this the Bondholders’ Committee replied, saying: “ We beg to say that the
proposition submitted by us, as amended by you, will go to our constituents with
our cheerful recommendation.”

In recommending to the Legislature the acceptance of this scheme of settlement,
vour Commission has been guided by two leading considerations, viz: First, to keep
the amount to be assumed by the State well within the amount assumed by the
Riddleberger bill, and second, to keep the amount payable for interest well within
the capacity of the State to meet.

Were the State to-day to assume all the obligations, which by the terms of the
Riddleberger bill it offered to take upon itself, we have no hesitation in saying
that they could not be borne without a considerable reduction of expenditures, or
a considerable increase in the rate of taxation.

We are equally confident that the obligations to be assumed by the State should
the proposed scheme be adopted, may be borne without resorting to either of the
above expedieénts.

This assertion of course implies that the proposed scheme of settlement is more
favorable to the State than the Riddleberger bill was.

A Drief statement showing this fact more clearly, will not, however, be out of
place.

The amount assumed by the Riddleberger bill is a question as to which differ- .
ent views may, with good reasons for each, be entertained.

The Bondholders’ Committee, as above mentioned, very earnestly mamtmned
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that the interest charge assumed by the State, had the whole debt been funded
under the principles of that act as of July, 1852, would have exceeded $525,000 per
annum. This would imply a principal exceeding $27,500,000. An expert account-
ant, employed by the State a few years ago, put the amount due under the Riddle-
berger bill as of July 1, 1882, at about $25,000,000.

The amount popularly supposed to be due under that act as of that date was
certainly less than this. Again, as to the funding of interest acerued after July 1,
1882, it is hardly supposable tnat it was at all within the contemplation of the
Legislature which passed the act; and yet the only judicial determination of that
question wag to the effect that inferest acerned after that time shonld be fundable
at par. . !

Your Commission, in agreeing to report favorably the alternative proposition of
the Bondholders’ Committee, felt that they were well within the amount assumed
by the Riddleberger bill, for the following reasons:

Assuming all outstanding obligations of the State (other than those held by col-
leges and the Unifed States goyernment) outstanding July 1, 1882, to have been
funded into Riddlebergers as of that date, the entire amount, as shown by the
statements of the Second Auditor, would have been about $22,000,000. The
annual interest charge on this amount would have been about $660,000. But in
addition to this the requirements of the sinking fund under the Riddleberger bill

_call for a further charge of two and one-quarter per cent. annually on the amount of
bonds outstandihg after 1890. So that the amounnt the State would now be paying
annually on account of the debt under the terms of the Riddleberger bill, would be
(leaving out colleges and United States government) over a million dollars. This
amount, though it would grow smalleras the debt would be reduced by the sinking
fund payments, would still, it is apparent, be utterly beyond the capacity of the State
for a long period of time. Provision for a sinking fund is required by the consti-
tution, but under the proposed settlement the annual appropriation therefor need
be but very small, and distributed over so long a period that the present genera-
tion will never feel it.

The failure of the ereditors to fund under the Riddleberger act has enabled the
State out of her revenues (which, if they had funded, must necessarily have been
applied to pay interest) to make large appropriations for publie, edncational and
eleemosynary purposes, and also to buy up a large amount of her Riddleberger
bonds. These, it is presumed, will be cancelled. The Riddlebergers in the hands
of the public and the Literary Fund, amount to about $6,000,000, and on this
amount the annual interest charge is about $180,000. Add to this the amount of
two per cent. on $18,000,000, payable under the proposed scheme of settlement,
and the payment to be made on the debt for the next ten years is found to be
560,000 per annim.

Phis amount we are persuaded the State ean carry without gither curtailing her
usual expendifures or inereasing her rate of taxation. There is good reason to
believe, too, that a considerable amount of the old securities of the State have
been lost or destroyed, so that the maximum of $10,000,000 will probably never be
reached.

We earnestly advise the acceptance of the proposition of the Bondholders’
Committee, ratified as it has now been by their principals. A settlement on that
basis certainly seems to be generally desired by the people of the State. We can
1ot but believe that a failure either on the part of the State or of such bondhold-
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ers.as have not yet come into acquiesence in the settlement, will meet with popu
Jar condemnation throughout the Commonwealth. Should a failure of the settle-
ment proposed, result from its rejection by the representatives of the State, it is
seriously to be feared that the general support of the people which has all along
sustained our protective legislation, will be withdrawn, and that a tide of coupons
which cannot be resisted, will flow into the treasury.

Should any bondholders refuse to concur in the action of the great majority, the
State may at least feel that she has done her best to arrive at a settlement upon
terms which to the creditors contrast most favorably with the terms accorded by
other Southern States in their adjustment of their debts after the war; and the
further harrassments of the coupon-holders will undoubtedly be met by such
legislation, sustained by such an overwhelming public sentiment, as will make it
completely effective against the paymentof either principal or interest.

Inasmuch as these whole negotiations have been based upon the idea that the
Bondholders’ Committee is continuing its efforts to secure the control of the obli-
gations of the State, and will continue those efforts for a reasonable time, with the
hope that the greater portion of those which have not been heretofore deposited,
will be, in a short time, your Commission recommends that an act,be passed without
delay authorizing the funding, in accordance with the terms already agreed upon
by the Commission, of all the obligations of the State of Virginia, which may be
presented by the said Bondholders’ Committee, at the office of the Second Auditor
of Virginia for that purpose, on or before the first day of June, 1892.

Respectfully submitted,

P. W. McKINNEY,

J. HOGE TYLER,

R. H. CARDWELL,

TAYLOR BERRY,

H. T. WICKHAM,

W. D. DABNEY,

ROBERT H. TYLER,
P. C. Warwick, Secretary. Virginia Commission.
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PROCEEDINGS OF THE COMMISSION.

The following joint resolutions of the General Assembly in reference to the
Public Debt, were passed on the Ist of March, and approved on the 5th of March,
1890 :

JOINT RESOLUTIONS IN RELATION TO THE PUBLIC DEBT.

Approved March 5, 1800,

1. Resolved by the Senate (the House of Delegates concurring), That the Gov-
ernor of the Commonwealth, the Chairman of the Committee on Finance and
Banks of the Senate, the Chairman of the Committee on Finance of the House of
Delegates, and one member of the Senate and one of the House of Delegates (to
be elected by their respective houses), be constituted a Commission to receive
proposals for funding the whole debt of Virginia upon the principles set out in the
act of fourteenth February, eighteen hundred and eighty-two : provided, however,
that no proposal shall be entertained which is not supported by a deposit in cash
of not less than one million dollars, in such depositary as said Commission may
designate, to insure the faithful performance of the proposals if accepted and
ratified as hereinafter set forth.

2. Resolved, That said Commission be, and the same is hereby anthorized to
agree, subject to ratification by the General Assembly of Virginia, upon the terms
of a contract with any parties offering a proposal to fund the entire debt of Vir-
ginia upon the conditions aforesaid : provided, however, that no proposal shall be
entertained which departs from the act of fourteenth February, eighteen hundred
and eighty-two, save and except thatsaid proposal may provide another plan for a
sinking fund, not less favorable to the State than the present, or a lower rate of in-
fierest, or a longer period for the maturing of the principal, and that it be expressly
declared that the principal of the debt held by the schools and colleges of Virginia
at present, shall not be affected, but that said bonds so held shall if sold or trans?
ferred by said schools or colleges be in all respects subject to said act of fourteenth
of Febrnary, eighteen hundred and eighty-two.

On the 3d of March the General Assembly passed a joint resolution by which
the Lientenant-Governor was added to the Commission ; and on the same day the
General Assembly also agreed to a joint resolution inereasing the nnmber of mem-

bers of the Commission to be elected by the House of Delegates to two, and elected

Speaker R. H. Cardwell and Mr. R. H. Tyler as the additional members.
5]
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In compliance with the foregoing action of the General Assembly, and
pursuant to notice from the Governor, P. W. McKinney, at the request of the
Bondholders’ Committee, the Commission convened at the office of the Governor
at 12 o’clock M. on the 1st day of June, 1891.

Present: Governor P. W. McKinney, Lieutenant-Governor J. Hoge Tyler,Sena-
tors Taylor Berry and Henry T. Wickham, Speaker of the House of Delegates R.
. Cardwell, and Messrs. W. D. Dabney and Robert H. Tyler, members of the
House of Delegates.

On motion,
Governor P. W. McKinney was chosen chairman of the Commission, and Peter
(. Warwick was elected secretary.

On motion, it was unanimously,

Resolved, That the sessions of the Commission be under the seal of confidence
until such time and in such manner as the Commission shall otherwise determine,
and that the chairman take such steps as may be necessary to secure this.

The Governor then laid before the Commission the correspondence between
himself and the Committee of Bondholders, which was read as follows:

32 NASSAU STREET,

New Yorxk, April 28th, 1891.
To the Hon. P. W. McKINNEY,

Governor of Virginia :

DEAR SIR:

The Bondholders’ Committee are now prepared to submit a proposition for the
settlement of the State debt of Virginia. ¢

We would be glad if you will name a very early day, if convenient, when some of us may meet
you for the purpose of communicating the same in writing and making such verbal explanations
as may seem proper.

We address this communication to you, not only as Governor of the State, but also as Chairman
of the Commission appointed under the resolution of the General Assembly of March 5th, 1890,
that you may, if you deem it proper, have an opportunity to notify the other members of the
Commission to be present at the conference.

We are very respectfully,
Your obedient servants,

F. P. OLCOTT,
HENRY BUDGE,

WM. L. BULL,

HUGH R. GARDEN,
CHAS. D. DICKEY, Jz.,
JOHN GILL.

s NEW YORK, Arrir 30, 1891.
Colonel W. W. GORDON,

Richmond, Virginia :
My DEAR COLONEL GORDON :

Will you have the kindness to lay before the Governor of Virginia,
the enclosed letter of April 28th, addressed to him by the Virginia Bondholders’ Committee. It
would have been mailed to you on the 28th, but for the sickness and absence of several members
of the committee.

Very sincerely yours,

HUGH R. GARDEN.




GOVERNOR'S OFFICE,
Ricuyonn, Va., May 2, 1891,
To Messrs. Frenuric P. Oucorr, Winnian L. Buns, Hexsy Bupan,
Crantes D, Diexey, Je., Huen R, Ganoey, Jous GiLy,
Bondholders' Committes,
Care G, 5. Ellis, Esy., Secretary, 55 Wall atreet, New York:

GENTLEMEN :

Your letter of the 28th of April was received to-day through Colonel W. W. Gordon, of
this eity, informing me that the Bondholders' Committes are now prepared to submit a proposition
for the settlement of the State debt of Virginia, and asking me to nameé a day when some of you
may nmeet me for the purpose of communicating the same in writing, making such verbal expla-
nations as may seem advizable.

I deem it proper to call your attention to the terms of the resclution of the General Assembly of
Virginia, constituting the Commission. You will observe it expressly provides that no proposition
shall be entertained by the Commission whieh is not supported by a deposit in cash of not less than
one million dollars; to insure the faithful performance of the proposals if accepted and ratified, &e.

You malke no mention of thisfact, which the law makes a condition precedent to the consideration
of your important proposition, hence my reference to it as a preliminary necessity.

All of next weelk Twill be engaged in important public busineass away from the eity, by appoint-
ments already made, which I cannot now recall, that will render it impossible for me to meet you
sooner than Thursday, the 14th day of May. 1f this day be agreeable to you, I will communieate
with our commitiee, and we will be pleased to receive your proposition of settlement, and to hear
your explanation. T am,

Very respectfully yours,
P. W. McKINNEY.

GOVERNOR’S OFFICE,

Ricumonn, May £, 1891,
Colonel W. W. Gorpox,

Counsalor at law, Richmond, Vi :
Dear S .
Enecloged herewith youo will find a letter to the Bondholders’ Committee, which you
will oblige me by forwarding to them. I regret the necessity for postponing the meeting so long,
but being Chairman of the Board of Pablic Works, I have notified the several railroad companies
that we would visit a number of places on their roads next week, for the purposze of inspecting
their property and assessing the same for taxation, and eannot cancel these engagements., I would
like,to hear from the committes immndiately, g0 that T can notify our Commission. They live in
different parts of the State, and as you know, it will take some days to communieate with them.

I am, very truly yours,

P. W. McKINNEY.

CENTEAL TRUST COMPANY OF NEW YORK,

54 WaLy Srreer, May 8, 1821,
Hon. P. W. McEis~ey,

Governor of Virginia:

Dzean Bin:

We beg to acknowledge the receipt of your letter of the 2d instant.

Please accept onr thanks for the prompt consideration which you propese to give to the subject
of our request. We had not lost sight of the terms of the rvesolution of the General Assembly of
Virginia constituting the Commission, nor of the provision to which you refer, that no proposition
shall be entertained which is not supported by a deposit in eash of not less than one million of
dollars in such depositary as said Commission may designate, to insure the faithful performance
of tl:le proposal if accepted and ratified, ete.
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In reply, we beg respectfully to state, that we would not have presumed to approach this subject
and formulate a proposition to be submitted o the State for the settlement of the debt, unless and
until we were in a position to insure the faithful performance of the proposal if accepted and
ratified, by a guarantee, at least the equivalent, and, in our judgment, far better than a deposit of *
_ one million of dollars in cash. :

We have assumed that such deposit was required by reason of the fact that previous negotiations
had failed, in part at least, because the parties supposed to represent the bondholders had no
actual control of the indebtedness of Virginia, and that it was intended to guard against the repe-
tition of such failure.

Tt is proper to state, that, acting upon this assumption, we expect as preliminary to the negotia-
tions, and in lieu of the deposit in cash, to show you by the most satisfactory evidence, that we
have about eighty-five per centum of the debt under our own immediate and absolute control for
the purpose of this settlement, and are prepared to make delivery to the proper officers of the
State if our proposition is accepted.

This, we suppose, is a far more complete and satisfactory guarantee for performance on our part
than a deposit of one or evén five million of dollars.

The object of the act was evidently to insure the performance of the contract with the State, if
made. And if, from the nature of the proposal we shall make, a far better guarantee is given, we
presume that this object will be substantially accomplished, and that it would be useless to require
s to tie up a million of dollars without practical benefit to any one. - ;

It is true that if your Commission were authorized to make a final and binding contract with the
bondholders upon a prerequisite of the million dollar deposit, possibly a technical compliance
with the condition might be necessary; but, as the purpose and scope of the conference between
yourselves and the Bondholders’ Committee is to ascertain whether terms mutually acceptable may
be arrived at with the view of a meeting of the Legislature to consider it, we suppose and respect-
fully submit that a mere technical compliance with the condition referred to, would not be re-
garded as necessary, if a far better security is proposed.

If, however, we are mistaken in the views herein presented, we respectfully suggest that a con-
ference with the Commission on this subject will: enable us to arrive at a conclusion in the
premises satisfactory to all parties.

We have the honor to be, your obedient gervants,
EL B OGO
HENRY BUDGE,
WILLIAM L. BULL,
CHARLES D. DICKEY, J&.,
HUGH R. GARDEN,
JOHN GILL.

GOVERNOR'S OFFICE,
Rricumonp, May 12, 1891,
To Messrs. Freperic P. Oncorr, WILLIAM L. Buir, HExrY BUDGE,
Cuarrrs D. Dickey, Jr., HugH R. GARDEN, and JouN GILL,
Bondholders® Committee,
Cure G. S. Ellis, Esq., Secretary, 54 Wall street, New York:
GENTLEMEN :
Your communication of the 8th instant was handed me by Col. Gordon on yesterday.

T have ordered the Virginia Commission to convene, and will lay our correspondence before them,
and advise you promptly of such action as they may think proper to take in the premises.
Very respectfully yours,
P. W. McKINNEY.

GOVERNOR’S OFFICE,
Ricumonn, May 12, 1891,
Col. W. W. GORDON,
Counselor at law, Richmond, Va. :

My DeAr CoLONEL: .
Enclosed herewith I send you a brief communication to the Committee of the
Foreign Bondholders. Do me the fayor to forward it to them at your earliest convenience.

Very truly your friend, :
P. W. McKINNEY.




GOVERNOR'S OFFICE,
Ricamonn, Va., May 28, 1561,
To Liewtenant-Governor J. Hoar Tyrer, Speaker B. H. Cannwrrr, Senator Tavion Bekry,
Senator 0, T. Wiesuam, Delegate W. D. Dapxzy, and Delegate Roserr H. Tyiee,
Virginia Cominission:
My Dear Sina:

You are aware, no doubt, from what yon have seen in the papers, that some eorres-
pondence has taken place between myself and the Bondholders’ Committes with reference to the
public debt of the Btate.

I deem it proper to invite you to meet me in my office at the Capitol on Monday, the 1st day of
June, @t 12 M., so that T may lay the correspondence before you and advise with you as to what
ghould be done in the premises,

I am informed that the Bondholders’ Committee desire to meet the Commission on Tuesday, the
2d of June, but I think it is important that every member of the Commission should be in attend-
ance on the 1st of June, as above indieated, for the purpoze of a preliminary conference.

I am very truly yours,
P. W. McKINNEY.

On motion, the Chairman was directed to address the following letter to the
Bondhoelders” Committee :
GOVERNOR'S OFFI1CE,
Rycumonn, V., June 1, 1851,

To Messrs. F. P. Orcorr, Cuantes DL Diekey, Jr., Winnram L, BrLn,
Husn R. Garprn, Hexey Bubce, Jonn Gitn,
. Bondholders’ Commitice, New York:
GENTLEMEN :

I am instructed by the Virginia Commission to convey to you the within resolution
“Resolved, That the Governor, as chairman, inform the Bondholders” Committee, that in accord=-
ance with their letter of May 8th, the Virginia Commission will hear them at the office of the
Governor, at the capitol, at 11 o'clock, A. M., on Tuesday, the 2d instant,” and to say, in addition,
that it will give me personally, pleasure to meet with you at the time and place indieated.

Very respectiully,

P. W. McEKINNEY, Chairman.
On motion, the Commission fook a recess until 8 o’clock, P, M.

The Commission re-assembled at 8 o’clock, P. M.

Present: Governor P. W. McKinney, Lieutenant-Governor J. Hoge Tyler,
Speaker R. H. Cardwell, Senafors Taylor Berry and I. T. Wickham, and Delegates
W. D. Dabney and Robert H. Tyler.

‘After an informal conference, the Commission adjourned to meet the Bond-
holders’ Committee at 11 o’clock A. M., June 2d, at the Governor's office.

TUESDAY, Ju~e 2, 1891.

The Commission assembled at the office of the Governor pursuant to adjournment,
at 11 o’clock, A. M. All the members of the Commission were present, namely,
Governor P. W. McKinney, Lientenant-Governor J. Hoge Tyler, Speaker R, H.
Cardwell, Senators Taylor Berry and H. T. Wickham, and Delegates W. D. Dabney
and Robert H. Tyler.
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Messrs. William L. Bull, Charles D. Dickey, Jr, Hugh R. Garden and Mr,
Dumont, with Mr. G. S. Ellis, Secretary, representing the Bondholders’ Committee,
appeared before the Commission.

On motion, the Commission consented that Colonel W. W. Gordon should attend
the sessions of the Joint Committees, as the counsel for the Bondholders’ Com-
mittee. :

Mr. Hugh R. Garden, for the Bondholders’ Committee, then proceeded to make,
a statement outlining the formation of the Bondholders’ Committee, and the
depositing of the bonds, stating that the committee controlled $23,000,000 of out-
standing obligations of the State.

My, William L. Bull, of the same Comnmittee, also made a statement upon the
same subject.

Whereupon, the following communication, dated New York, June 2, 1891, was
presented to the Commission by the Bondholders’ Committee, and read by the
gecretary : :

NEW YORK, Juxe 2, 1891,

To the Hon. Purite W. McKiNseyY, TAYLOR BrrrY, J. Hoge TYLER,
R. H. Carpwerr, H. T, Wicknam, W. D. DaeNEyY, R. H. TYLER,
Virginia Commission :

GBNTLEMEN OF THE COMMISSION:

2 In response to a joint resolution adopted by the General Assem-
bly of Virginia on the 3d day of March, 1890, this Committee was organized for the purpose of sub-
mitting to you a plan and proposition for the settlement of the entire debt of Virginia in accord-
ance with the terms of said joint resolution.

This Committee has associated with it an Advisory Board for the creditors, composed of gentle-
men whose names and reputation are a guarantee of intelligent and impartial consideration.

The function and duties of this Committee are set forth in a certain agreement entered into with
the creditors of Virginia dated May 12, 1890, and respectfully submitted as a part hereof; and the
function of the Advisory Board is set forth in the plan and proposition for the adjustment of the
debt of Virginia dated November 28, 1890, which has been duly approved by said Advisory Board,
and also submitted as a part hereof.

The Committee selected depositaries entitled to the highest confidence and commanding the
largest financial influence in their several localities.

The utmost diligence has been exercised to obtain a deposit of the outstanding debt of the State
for the purpose of said settlement, and by publication, advertisement, individual and official cor-
respondence, no effort has been spared by the Committee or by the depositaries.

The result is an acquiescence on the part of the Bondholders absolutely unprecedented, and
hitherto deemed impossible.

Repeated efforts have been herotofore made to secure a deposit of the bonds, all of which have
failed, and every settlement hitherto attempted has been unsuccessful.

The Committee has now under its control, and is prepared to surrender to the State, upon the
conclusion of a settlement, not less than twenty-three millions of dollars of the defaulted obliga-
tions of the State owned by the public.

The Committee recognizes the principles of the Riddleberger act of 1882 to be ‘a true state of
the account between the State and her creditors,” eliminating all compound interest, but it is of
the opinion that the statement of the account, as set forth in the act, is erroneous in several par-
ticulars, and respectfully submits that, while adhering to the principles of the said act of February
14, 1882, the State on one hand or the creditors on the other, willj gladly correct any errors in' said
account. Attention is called to the following facts by way of illustration :

First. The title of the act is *“To ascertain and declare Virginia’s equitable share of the debt
created before and actually existing at the time of the partition of her territory and resources,”
but the statement credits Virginia as against creditors who received nothing, with payments to
others of principal and of interest in excoss of her equitable share of such debt. It is respect-
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fully submitted that there should be eliminated as a eredit, all prineipal and interest paid by the
State npon that portion of the debt set apart and declared to be the equitable proportion to be paid
by the State of West Virginia, the same constituting, in the opinion of this Committes, a claim by
the State of Virginia against the State of West Virginia, and not againat the creditors of Virginia.

Second. The Riddleberger bill provides for the sealing and exehange of the bonds held by the
Literary Fund, and the ameunt of the debt January 1, 1861, as shown by the statenient (part of the
Riddleberger bill), was designed to include the Literary Fund, bub asa matter of fact it was inad-
vertently omitted, and therefore inereases the debt by that amount as of January 1, 1861,

Third. In the statement forming part of the Riddleberger bill, tax-receivable coupons outetand-
ing October 1, 1881, and those maturing January and July, 1382, were deducted from the arrearages
of interest due by the Btate to the creditors npon the ground that they would be piid inaccordance
with the terms of the bill, and therefore increnses the debt by that amount as of the 1st day of
July, 1882,

Fourth., The bonds of the State held by her institutions are incloded inall statements of the
debt and are embraced in the act of Fehrnary 14th, 1882. Nevertheless; full interest has always
been paid on the original amount held by the State institutions including interest on the amount
set apart as due by the State of West Virginia. It iz vespeetfully ‘submitted that these bonds
should have been exeluded from any statement of the public debf, and the fnll interest paid
thereon treated a8 an ordinary expense of government; or if included, then the excess of interest
paid thereon should not have been eredited in fayor of the State and charged against her cveditors
generally.

It thns appears that the true state of the nceount between the Htate and her ereditors, as con-
templated by the Riddleberger bill, will present, as of July 1sf, 1882, o much larger balance than is
shown in =aid statement, and will aggregate at this date a larger amonnt thun this Committee, for
the purpose of being well within the prineiples of the Riddleberger bill, now asks of the Bfate as
a hasis for the settlement of the whole debt owned by the public.

The Riddleberger legislaiion provided for an interest charged at the rate of thres per cent. per!
annum upon the net balance as per statement on the face of the hill, and in addition thereto,
interest ab three per cent. per annum on the Literary Fund with interest thereon from January
1, 1861.

Interest at three per cent. per annum on matured conpons and other interest on honds (which
might not he promptly funded) as of the date of funding.

These several items slone would aggregate not less than 3825000 per annum not including the
unmatired conpons which might be funded, and net inelnding the correction of certain errors
heretofore veferred to.

Tt thus appears that the prineiples of the Riddleherger legislation calls for an interest charge of
over 2825000 per annum, as of July 1, 1882, and the fundable inteérest which has heen maturing
gince that date has materially inereased this interest charge,

It is proper to add that the yalnation of property in the State has inereased abort $01,000,000 from
1882 to 1891.

Of the debt proposed to be funded there is now outstanding, owned by the public; an apparent
maximu, g8 of July 1, 1891, approximating $28,000,000. Of fhis amount the Bondholders' Commit-
tee control 828,000,000, prineipal and interest, to said date; ahd the Committee her :hy proposes to
surrender the same, together with any additional obligations which may be deposited, on the basis
of $20,000,000 of new three per eent. honds for the entire $28,000,000, The characteristics of the
pond, under the terms of this proposition, to be, thai the coupons shall be free from the tax-re-
coivable feature: that the new ohligations to he free from present snd future taxation; that all
fiduciaries may be authorized by law to invest in them, and that they may have such other chars
acteristics and security as the representatives of the o ani of the Committer may consider
hést calenlated to give them the highest possible standing in the money warkets of the world.

It is proposed, as a part of this settlement, thet the judgments and pending suits between the
State of Virginia and her fax-payers who have lendered coupons in payment of taxes be adjusted
and marked satisfied.

FREDERIC P. OLCOTT,
HENRY BUDGE, :
WILLIAM L. BULL,
CHAS. D. DICKEY, Jr.;
HUGH R. GARDEN,
JOHN GILL,

Bondiolders’ Conmitles.

By . 8. Euuis, Secretary.
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This Agreement, between Frederic P. Olcott, Charles D. Dickey, Jr., William L. Bull, Hugh R.
Garden, Henry Budge, of New York, and John Gill, of Baltimore, and their successors, duly
appointed to act in this behalf, and hereafter styled the Bondholders’ Committee, parties of the
first part, and such Creditors of Virginia as shall deposit their obligations hereunder with either
depositary hereinafter named, parties of the second part:

Waereas, On March 5, 1890, the State of Virginia created a Commission to agree on terms for
funding its debt; and

Waereas, Said Commission cannot entertain any proposition unless accompanied by a guarantee
that such proposition, if accepted by the State, will be carried out by the creditors; and

Waereas, The said Bondholders’ Committee has undertaken to bring about a settlement of said
deht; and

Waereas, Central Trust Company of New York, Brown, Shipley & Company, of London, The
Merecantile Trust and Deposit Company of Baltimore, The Planters’ National Bank of Richmond,
have been appointed depositaries in this behalf:

Witnesseth :

First.—The following genflemen have consented to act as an Advisory Board for the creditors
in this behalf, to-wit: Grover Cleveland, Thomas F. Bayard, Edward J. Phelps, George S. Coe,
George . Williams.

The duty and function of said Advisory Board is to examine such plans or propositions of adjust-
ment as may be formulated and proposed by the Bondholders’ Committee representing the holders
of the obligations of Virginia, as shall be submitted to it in accordance with the terms of this
agreement, and to state its approval and recommendation, or the contrary. Its approval and
recommendation of any plan shall be unanimous and in writing. :

Vacancies in the Advisory Board shall be filled by the remaining members.

Seconp.—The duty and function of said Bondholders’ Committee shall be :

1st. To bring about a deposit of said obligations of Virginia under this agreement, so far as
possible.

2d. To formulate a plan of settlement, and after same has been approved by the Advisory
Board, cause the same to be submitted to the ereditors and Virginia for their acceptance, as
herein provided.

3d. To act as the agent of the depositing creditors in carrying out the purposes of this agree-

ment.

And power is hereby given to said Committee to contract with any- individual, syndicate, or
corporation in relation hereto, and generally to do and perform any act necessary or proper to
accomplish said purposes and add to its number.

The members of the Committee shall not be personally liable in any case for the acts of each
other, nor fer their own acts, except in cases of wilful malfeasance, nor shall they become per”
sonally liable for the acts of their agents or employees.

The action of a majority of said Bondholders’ Committee shall constitute the action of the whole
and may be expressed by vote or in writing.

Vacancies in the Bondholders’ Committee shall be filled by the remaining members.

Tuirp.—Either depositary herein named receiving on deposit hereunder any evidence of said
debt shall issue therefor its certificate of deposit. The certificates for consol and ten-forty coupon
bonds shall be negotiable and uniform in character, and those issued by depositaries in Ameriea,
shall be engraved in accordance with the requirements of the New York Stock Exchange. The
certificates shall be issued in such form as the Bondholders’ Committee shall approve.

Fourri.—Subject to the restrictions herein mentioned, the Bondholders’ Committee shall have
full power to perform any act necessary or proper to bring about a settlement of the respective
claims of the depositors against Virginia as represented by the obligations deposited.

Provided, that no settlement can be concluded until it has been previously unanimously ap-
proved and recommended by the Advisory Board, and has also been submitted to the creditors,
and accepted as follows, to wit :

1. As soon as a plan of settlement has been approved and recommended by the Advisory Board,
the Bondholders’ Committee, before proposing such settlement to Virginia, shall advertise for at
least 20 days in one or more of the newspapers published in the cities of London, New York, Bal-
timore, and Richmond, that a settlement found practicable has been formulated, and notifying
parties in interest where copies of such proposed settlement can be obtaihed in said cities without
cost. -

Copies of such proposed settlement shall also be furnished by the Bondholders’ Committee to
the depositaries for distribution to creditors applying for the same.

2. If, within 60 days after the first publication of said advertisement, certificate holders amount-

at
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ing to a majority of the face value of any class of the obligations deposited, notify in writing the
Bondholders’ Committee, either directly or through any depositary, of their unwillingness to
accept the settlement proposed, then =uch proposed settlement shall not be consummated as to
gnch class. If the Bondholders' Committes is not so notified, then it shall be azsumed that said
proposed settlement is satisfactory to and is accepted by o majority of, and is binding npon, all
the depositing ereditors of the elass accepting, and it shall be forthwith submitted to Virginia to
be consumimated.

3. If, for any reason, the Bondholders' Committee deems it necessary to submit a modified plan,
the right is reserved to it to do s0 in the manner as shove provided.

Frerw.—After a plan of settlement has become effective (of which fact the declaration in writing
of the Bondholders’ Committes to the several depositaries shall be conelusive) cach depositary
ghall, in such manner as shall be designated by the Bondholders’ Committes, surrender to Virginia
the obligations of the elass accepting as aforesaid, deposited with it, and shall receive in satistac-
tion thereof the bends and other securities ealled for by said settlement which in form shall be
satisfactory to the said Committee.

The honds and other gecurities so received from Virginia shall be immediately deliverad by
each depositary to the holders of its certificates, npon surrender of the same, in accordance with
the terms of settlement. “

The Bondhoelders” Committee shall arrange for the purchase or sale of sueh fractional interests
as may be necessary to equalize the distribution. ’

St —In Ml payment of all charges for services or expenses of avery character on gccount of
this undertaking, each depositor shall, when he exchanges his trust certifieate for the new securi-
ties, pay to the depositary, for account of the Bondholders’ Committee, three and one-half (31g)
per centum in cash, of the par value of sueh new securities obtained from Virginig in settlement,

Sevesra.—Any depositary wheneyver directed by the Bondholders' Committee, may surrender
any obiligation deposited under this agreement to the holder of ifs corresponding certificate,

Any obligation may be withdrawn from a depositary at any time after December 31, 1891, unless the
depositing ereditors have accepted a proposed settlement, or nnless a proposed settlement is pend-
ing for their acceptanee ; provided the corresponding certifieate iz surrendered, and provided, also,
the holder pays the depositary, as his share of disbursements in having the debt deposited, o sum
not exceading one-fourth of one per centum of the par value (exclusive of any forfeited interest)
of the ohligation 2o withdrawn.

Higura.—Any obligation shall, upon the reqnest of the certificate holder, and at his expense, be

transferred from one depositary to anotlier depositary acting under this agreement.
. Newvn—Full power is hereby invested in the Bondholders® Committee to penform any set neces-
gary or proper for the surrender by the depositaries, tothe State of Virginia, of all or any ohligation
depozited in pursuance of a settlement which has heen approved by the Advisory Board, and
aceepted by any elass or all of the creditors as aforesaid,

TexrH—or the purposes of thi= agreement the debt iz eonsidered as divided into four classes,
to-wit:

Tirst-class, “ 0ld Bonds,” to inelude all securities issned nnder acts passed previons to the Fund-
ing bill of 1871, “Pealers,” to include all secarities issned under the act of Mareh 30, 1871, as
amended by the act of Mareh 7, 1872,

Seeond-class, © Consols,” to inelude all secnrities issued under act of March 30, 1871, with July,
1880, and subzequent coupons attached.

Third-elass, “TenForties,” to inelude all securities issned under the act of March 28, 187 with
July, 1890, and suhsequent conpons attached.

Fourth-class, Tax receivable conpons prior to July, 1800

In Testimony Whereof, The Bondholders' Committee have affixed their signatures hereto, duly
attested, this 126h day of May, 1890,

FREDERIC P, OLCOTT,
CHARLES D. DICKEY, Ji.,
WILLIAM L. BULL,
HUGH R. GARDEN,
HENRY BUDGE,
JOHN GILL.

DBondholders’ Committes,
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PLAN AND PROPOSITION FOR THE ADJUSTMENT OF THE DEBT O}!;
VIRGINIA.

NEW YORK, Novemser 28, 1890.

Hon. GROVER CLEVELAN’D, Hon. Tuomas F. Bavarp, Hon. EpwArD J. PHELPS,
Mg. GrorgE S. Cor, Mr. GEORGE G. WILLIAMS,
Advisory Board for the Creditors of Virginia:

The undersigned, Bondholders’ Committee, beg to inform you that they have brought about a de-
posit of the obligations of Virginia as required by article “second” of the agreement dated May
12, 1890, between the committee and such creditors of Virginia as should deposit their obligations
thereunder.

A history of the bonds has been published by the committee, and was, with a copy of the agree-
ment, placed in your hands at the time you accepted the function of an Advisory Board.

It is, therefore, unnecessary to restate the various attempts during the past twenty-five years to
reorganize this debt, and which have resulted in the issue of the several classes of bonds.

We call your attention to article ““first” of said agreement, which is substantially the language
used in your letter of acceptance, viz:

“The duty and function of said Advisory Board is to examine such plans or propositions of ad-
justment, as may be formulated and proposed by the Bondholders’ Committee representing the
holders of the obligations of Virginia, which shall be submitted to it in aecordance with the terms
of this agreement, and to state its approval and recommendation or the contrary.”

We also call Jour attention to article *fourth” wherein it is “provided, that no settlement can
be concluded until it has been previously unanimously approved and recommended by the
Advisory Board, and has also been submitted to the creditors, and accepted.”

The duties of this committee, under the agreement, are:

. To bring about a deposit of the obligations of Virginia, so far as possible.

. To formulate a plan of settlement.

: To submit such plan to the Advisory Board for its approval and recommendation.

. To submit such plan, so recommended, to the depositing creditors for their acceptance.
. To submit such plan, when accepted by the creditors, to Virginia for acceptance.

6. To surrender to Virginia the deposited obligations in exchange for the amount to be received
for them.

7. To distribute the proceeds among the depositing eredlt(ns

The committee has performed the first and second duties.

The third duty is the subject of this communication.

oL R R

THE AMOUNT TO BE DEMANDED AND THE FORM OF PAYMENT.

The State is a sovereign power.

This committee represents the creditors of Virginin‘, and is in possession of substantially all of
its bonds owned by the public.

On the fifth day of March, 1890, the State of Virginia appomted a Commission :

1. To receive proposals for funding the whole debt of Virginia upon the principles set out in the
act of February 14th, 1882: provided, however, that no proposal shall be entertained, which is not
supported by a deposit in cash of not less than one million dollars, in such depositary as said
Commission may designate, to insure the faithful performance of the proposal, if accepted and
ratified, as hereinafter set forth.

2. To agree, subject to ratification by the General Assembly of Virginia, upon the terms of a con-
tract with any parties offering a proposal‘to fund the entire debt of Virginia upon the conditions
aforesaid : provided, however, that no proposal shall be entertained which departs from the act of
Tebruary 14, 1882, save and except that said proposal may provide another plan for a sinking fund,
not less favorable to the State than the present, or a lower rate of interest, or a longer period for
the maturing of the principal, and that it be expressly declared that the principal of the debt held
by the schools and colleges of Virginia at present shall not be affected, but that said bonds so held
shall, if sold or transferred by said schools or colleges, be in all respects subjeet to said act of Feb-
ruary 14, 1882.

The powers of the Commission are restricted to a settlement upon the prmuples of the aect of
1882.
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The esgential prineiple of that act is, that the amount of the debt shall be ascertained by stating
an equitable account between the State and its creditors.

Buch an account, correctly stafed, as of this date, would find an amount due to the creditors
muech larger than the amount on which Virginia ean, at present, pay three per cent. interest.®

1t would incresse the losses of the ereditors, already too heavy, if any settlement be made which
(being beyond the ability of the State) wonld presently result in a default of the interest. The
solntion, therefore, of the problem before the Commitiee depends, not on ascertaining the amount
actually due, but on ascertaining the maximum amount of annual revenue which may be safely
ralied on for the payment of interest.

The subjact for negotiation, therefore, between the Bondholders’ Committee and the State Com-
mmigsion is narrowed to two questions: What can the State afford to pay? and what can the eredi-
tors afford to accept?

The Bondholders' Committee is ealled upon to snbmit to the Commission a proposal. This pro-
posal involyes the anthority to surrender the bonds if the proposal is aceepted. In this cage a pro-
posal cannot be submitted withont negotintion with the Commission upon the following points:

1. The proportion which the debt deposited with the committee bears to the entire unsettled
debt in the hands of the publiec.

2, The net revenue applicable thereto nnder the present system of colleations and disburse-
ments.

3. The increase in such amount which may be sscerfained by eliminating certain items of ex-
penditure not apparently necessary.

4, The inerease in such amount which may be ascerfained through new anbjects of taxation,

5. The inerease in such amount which may be asecertained by appropriating certain assets held
by the Btate, in the opinion of the commitiee, applicable thereto.

6, The settlement, by compromise or otherwise, if found necessary, of the judgments (about
three thousand in number) against tax-payers who have tendered conpons,

%, The character of the new honds, especially with respect to exemption from loeal taxation, and
an advance in the rate of interest based on the inereasing prosperity of the Btate.

8 The surrender to Virginia, as an entirety, of the obligations deposited in exchange for such
gross amount of new honds, or their equivalent, as may be agreed upon.

T'o state an amount and fix the terms arbitrarily in advance of snch negotiations would be fatal
to a settlement. :

To meet the Commission without antherity, to submit proposals af the close of the conference
and negotiation, will be equally fatal.

THE DISTRIDUTION,

The distribation of the proceeds of settlement is a matter for the creditors to arrange among
themselves. It does not concern the State how the creditors divide among themselves the pro-
eeeds of a settlement; and the negotiation should not be embarrassed by a disengsion in the Legis-
lature of questions whieh concern the ereditors only, and which can best be decided by the credi-
tors themselyes after o compromise has been effected with the State.

CONCLUSION.

This Committes, after full consideration of the claims by the holders of the various obligationa
of Virginia, and of the circumstances nnder which the several classes of obligations were igsned;
after full consideration of the principles npon which the State, in the exercise of sovereign rights,
declares shall govern the stafement of the amount of its indebtedness and the amount applicabla
to the payment of interest, has formulated, and now presents for your approval and recommendas
tion the following i

PLAN FOR THE ADNUSTMENT OF THE DEBET 0F VIRGINTA.

Firat: The Bondholders’ Committes ghall, in carrying out the purposes of the Agreement, dated
May 12, 1800, surrender to Virginia all the obligations deposited under thie aforesaid agreement,
and receive in full satisfoction therefor suel an amount of new bonds as may be agreed upon be-
tween the said committee and the representatives of the State, as the maximum amount npon
whith the 8tate is able to appropriate an amount annually for the payment of interest; which
amount shall not be less than the sum agreed npon as a minimum by the Bondholders’ Committes
and approved by the Advisory Board.

# Hea report of the First Auditor for the year 1880,
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Provided, that a settlement shall not be concluded unless the committee be unanimous in its
agreement as to such maximum amount.

Second: The new bonds to bear such rate of interest and to have such exemptions and to be of
such character as the representatives of Virginia and the committee congider best calculated to
give them the standing they will deserve in the money markets of the world.

Third: The distribution of the new securities among the depositing creditors shall be adjusted
by a Commission to consist of Mr. 8. N. Braithwaite, appointed by the Virginia Committee in Lion-
don ; Mr. John Henry Daniell, appointed by the Advisors in London, and Mr. Edward J. Phelps,
appointed by the Bondholders’ Committee. Any vacancy in said Commission shall be filled by the
party appointing respectively.

Fourth: This plan and proposition shall include the right of the Bondholders’ Committee, as
agent for the depositing creditors, to settle pending suits and judgments against tax-payers who
have tendered coupons for taxes and to receive and deliver to the State as part of the outstanding
debt the coupons involved.

We have the honor to be
Your obedient servants,
FREDERIC P. OLCOTT,
CHAS. D. DICKEY, Jr.,
WM. L. BULL,
HUGH R. GARDEN,
HENRY BUDGE,
JOHN GILL,
Bondholders’ Committee.

.

The foregoing plan for the adjustment of the debt of Virginia was, by resolution under date of
December 10th, 1890, unanimously approved and recommended for adoption to the holders of the
bonds of Virginia, who have or shall become parties to the agreement of May 12th, 1890, by the

Advisory Board, consisting of
GROVER CLEVELAND.

EDWARD J. PHELPS,
THOMAS F. BAYARD,
GEORGE S. COE,
GEORGE G. WILLIAMS.

THE VIRGINIA DEBT SETTLEMENT.
NOTICE.

The Bondholders’ Committee has formulated a plan of settlement -for the debt of Virginia, and
the same has been unanimously approved and recommended by the Advisory Board, consisting of:

Hon. Grover Oleveland, Hon. Thomas F. Bayard, Hon. Edward J. Phelps, Mr. Geo. S. Coe, Mr.
George G. Williams.

Notice ig hereby given to parties in interest, that copies of such proposed plan of settlement can
be obtained on and after Monday, Dec. 29, 1890, without cost, at The Central Trust Company, of
New York, 54 Wall street, New York city ; Brown, Shipley & Company, Founders’ Court, London, .
E. C.; England; The Mercantile Trust and Deposit Company of Baltimore, Baltimore, Maryland;
The Planters’ National Bank of Richmond, Richmond, Virginia.

FREDERIC P. OLCOTT,
CHARLES D. DICKEY, Jr.,
WILLIAM L. BULL,
HUGH R. GARDEN,
HENRY BUDGE,

JOHN GILL,

Bondholders’ Committee.
G. 8. Bruis, Secretary of Committee, 5, Wall street.

-

NEW YORK, DrcempEr 24, 1890.
Notice is Hereby given that on and after January 1st, 1891, the depositaries, acting under the
agreement for the settlement of %he Virginia debt, dated May 12th, 1890, will not receive any
further deposit of Virginia bonds and coupons, except under special contract with this committee.
By order of the committee,
FREDERIC P. OLCOTT,
: Chairman.
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After the reading of the foregoing communication and accompanying papers,
and hearing the remarks in support thereof by Mr. Charles D. Dickey, Jr., a recesg
was taken by the Commission until 3:45 o’clock, P. M.

At 5:45 o’clock P. M. the Commission re-assembled and declined to entertain the
propogition contained in gaid ecommunication dated New York, June 2, 1891, and
directed Governor P. W. Mc¢Kinney, chairman, to forward the following letter in
reply, to the address of the Bondholders’ Committee, New York:

COMMONWEALTH OF VIRGINIA,
Governon's Orrioe,
: Racuxoxn, Va., Juned, 1891,
To Messrs. Freperic P Ovcorr, Hexey Bupee, Husn R, GARDEN,
Winrras L. Bonn, Cuarizs Do Diexey, Ju., Jonx Ginn,
Constitwling Bondholders’ Committes o

GI'LN'I'I.E}II‘.N b5

The paper sobmitted by you to the Virginia Commisgion on yesterday, sets forth

that you have under your control $23,000,000 of the ontstanding unsettied obligations of the State
{that is, obligations other than those alveady issued under the Riddleberger bill), and yon propose
that such ontstanding unsettled obligationa be recast npon o basis which would require an annual
interest charge of $600,000, should the whoele amnount thereof (estimated by you at $28,000,000, execlu-
give of obligationa held by ecolleges) be recast upon that basis, in addition to the annnal pay-
ment of interest required nnder existing laws.
“The Virginia Commission feels constrained to decline to entertain said proposal, or to enfer
into & eontract with the Bondholders’ Committee on the basis thereof. The interest charge
required by said proposal largely exceads the amount which would be payable onsueh unsettled
obligations were the same funded in accordanee with the principles of the Riddleberger bill.

But apart from this consideration, and in addition thereto, is the fact that the interest charge
co'ntemplubed by yvour proposal, exceeds the amount the State is able to pay, after discharging its
constitutional obligations and providing ofher necessary expenses. The Virginia Commission
concurs fully in the correctness of the statements made by the Auditor, which have been before
you, showing the receipts and disborsements of the State, and the net balance of revenues appli-
eable to the serviee of the unsetiled outalanding obligations,

From this statement it appears that the revenues from taxtion which daring the next five years
at least, will be ayvailable for the service of the unsettled ontstanding debt, will not execeed S200,000
perannunt. ‘Tothis may be added, probably theamount of 30,000 per annum received by the State
from stock in the R., F. & P. R. R, making the total amonnt of current ineome annually available
to moet interest on the unszettled debt after reserving an amount sufficient to pay interest on
Riddleberger honds which are ontstanding and eannot be cancelled, about $330,000.

It is proper to advert briefly to the principal items composing the sgeregate amonnt of disburse-
menta as given by the statement referred to.

The sum of $610,800, it will be noted, is appropristed to expenses of government, and we confi-
dently challenge eriticism of any of the ifems composing it. The zalaries of the State officials,
especially of its judges, are believed to be far below those paid officers of equal dignity and
responsibility in other States.

The annuities to the eleemosynary institutions, including the pittance of $10,000 to the Soldiers’
Home, amonnt to $3206,000. Most of this goes to the insane asylums, and yet it is o well-known faet
that their accommodations and facilities are largely inadequate to meet the demands upon them,
Thers are to-day confinedin the jails of many of the counties, insane patients for whom there is
no room in the asylums, The inerease (of insanity in the colored race sinee emancipation, and
the very decided increase) in the ratio of colorved insane from year to year, is one of the most
alarming problems that eonfronts the Commonwealth. The same remarks are applicable to the
eriminal charges of the State, which in spite of all efforts to the contrary have for a number of
wyears heen steadily increasing in the aggregate.

Both insanity and erime are to a large extent conpled with, and it may be said attributable to
ignorance; especially among a race long accustomed to, but now emancipated from the control
and restraints ineident to a state of slivery. The danger to the institutions of the State, resulting
from the sudden enfranchisement of the colored race, not only devoid of education, but without
the means of educating their children, has forced fhe Btate as a mere matter of public safety, to
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inalke the best provision in its power for publie education. Toa very large extent the revennes

provided for educational purposes are dedicated to that object by the eonstitution itself, and are
beyond the powers of the Legislature; and whatever amount in addition thereto, is devoted to the
sama end is absolutely neeessary to maintain the common school system in its present condition
of ‘efficiency.

The experience of Virginia, in common with that of other Btates and countries where general
eommon sehool education ig part of the settled policy of the government, has been that higher in-
stitutions of learning within the State, and reasonably within the reach of the children of the
masses, are necessary to maintain the efficiency of the common gchools and preserve them in a
course of constant improvement. For this reason the State malkes certain appropriations to col-
leges in various parts of her ferriory. The propriety of these appropriations, it is believed, is
nowhere questioned. In addition to these appropriations, a considerable dmount is paid to various
colleges in different sections of the State as interest on obligations of the State held by them.
These obligations held by colleges were, for the most part, donated fo them many years ago by
philanthropic individuals for the purpose of advaneing the eanse of education. The policy of pay-
ing full interest upon these obligations is really the same which has setuated the State in making

direct appropriations to the higher institutions of learning, and any diminution of the amount so

paid would seriously impair the educational system of the Btate.

These considerations, among others, show the impogsibility of eurtailing any existing expendi-
tures of the State, and the iden of inereasing the revenunes by taxation, is concedad on all hands fo
be impracticable, Tt is therefore manifest that any negotiations for recasting the unsettled obli-
gations of the Btate, mustproceed upon the basis of not excesding $330,000, available annually from
etrrent revenues to meet interest therson.

Aside from her eurrent revenne, the 2tate hias no resources available for the serviee of the publie
debt except $216,358 50 realized from the sale of common stock of the Chesapeake and Ohio Radil-
way Company and $467,800 of common stock and dividend obligations of the Richmond; Freder-
icksburg and Potomac Rajlroad Company.

It miust be manifest to the Bondholders' Committee, as it is to this Commission, that thess
tesources of the State are utterly inadequate to meet the interest charged under the proposal
made by vou.

The Virginia Commission must also express its dissent from most of the views and statements
that are advanced by the Bondholders' Committee as preliminary to their proposal, especially the
staternent as to the amount that would be required by the Riddleberger bill for the payment of
interest annually, but deem it nnnecessary to discuss them controversally in this connection.

1n conelusion, the Virginia Commission desires to say that a settlement of this matter is greatly
to be desired on such basis as will gnarantee stability, by being within the resources of the State,
and the fixed opinions which public sentiment has formulated, and if the Bondholders’ Committee
foel inelined to so ehange their figures as to bring them within the lines above indicated and within
ihe limits of the powers of negotiation conferred on this Commission by the legislative resolution
under which it exists, they will be glad to continue these negotiations.

P. W. McKINNEY,

3 J. HOGE TYLER,
R. H. CARDWELTL,
TAYLOR BERRY,
H. T. WICKHAM,
‘W. D. DABNEY,
ROBERT H. TYLER.

Virginia Commission.
By P. C. Wanwick, Seeretary,

On motion,
The Commission adjourned fo re-assemble upon the call of the Goyernor, P. W.
McKinney, Chairman of the Commission.




TUESDAY, Noveuser 17, 1891,

The Virginia Commission, in pursuance of the call of Governor P. W. McKin-
ney, Chairman, re-assembled at the Governor’s office 12:30 o'clock, P. M.

Present : Governor P. W. MeKinney, Lieutenant-Governor J. Hoge Tyler,
Speaker R. H. Cardwell, Senators Taylor Berry and H. T. Wickham, and Delegates
W. D. Dabney and Robert H. Tyler.

Governor P. W. McKinney, Chairman, submitted to the Commission the corre-
gpondence between the Bondholders” Committee and himself, namely :

Communication dated New York, August 11th, 1891, from the Bondholders’
Committee.

Communication dated Richmond, September 25th, 1891, from Governor P, W.
McKinney, Chairman. :

Communication dated New York, October 28th, 1891, from the Bondholders’
Committee.

Communication dated Richmond, November 10th, 1891, to the Bondholders’
Committee.

On motion,
The correspondence submitted by the chairman, was read by the secretary as
follows : P

CENTRAL TRUST COMPANY, OF NEW YOREK,
54 Wars Srreer, dugust 11, 1891,

To the Hons. Pariap W. MeKinxey, Tavior Berry, J. Hoar TYLER,
B. H. Carpwert, H. T. Wickuax, W, D. Dapxey, and R. H. Tyien,
Virgnia Commniission
GENTLEMEN : -
We heg to acknowledge the receipt of your communication of June 3d (forwarded from
Richmond on the 11th) in reply to our proposal submitied to you on June 2d for the settlement of
the debtof Virginia.

We regret that you have felt constrained, for the reasons assigned, to decline to entertain the
proposition to fund the nnsettled debt upon a basis which would yield to the ereditors $20,000,000
in a new three per cént, bond for the $28,000,000 outstanding on the 1=t July, 1801. We understand
fram your reply that you are of opinion—

First. That the interest charge required by our proposal * exceeds the amount which wonld be
payable on snch unsettled obligations were the same funded in accordance with the principles of
the Riddleberger hill.” :

Second. That the interest charge contemplated by our proposal *exceeds the amount the State

s able to pay after discharging its constitutional obligations and providing other necessary ex-
pensas.”

Respecting the first, we respectfully submit the joint resolution of the Legislature of 1890 (** ap-
pointing a Commission to receive proposals for funding the debt on the principles of the Riddle-
berger bill *) was construed to mean that a settlement would be had if the honds were tendered on
that hasis. This constroction rested upon the following facts: The message from the Governor of
Virginia to the General Assembly in February, 1890, recommending the appointiment of a debf
eommission ; the joint reselution of the General Assembly, passed March, 1890, adopting the re-
commendation of the Goyernor, and appointing your Commission; the agreement between the
Bondholders’ Committee and the bondholders, dated 12th day of May, 1890, under which this com-
mittes iz empowered to meet your Commiszion npon that common ground—namely, the principles
of the Riddleberger bill, 'and to submit to you a proposition within the terms of the said joint
regolution.

For thiz reason it appearad to be our first duty to aseertain, substantially, the amount which
would be due by the Btate, as of this date, under the prineiples of the Riddleberger bill, upon its
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unsettled obligations in the hands of the public, In making ecrtain investigations necessary to
this end (bazed npon the official records of the State) we became eonvineed that those principles
earried into effect would yield to the bondholders morve than the amennt asked for.

Reaspecting the second objection to our proposition, namely, that the interest charge contem-
plated by our proposal exceeds the amount the State is abla to pay after discharging its conatitn-
tional obligations:

In snbfmitting onr proposition, we were governed by the fact that the amount provided by the
Riddleberger bill to he applied to the payment of interest was ascertained and set apart (in the
words of the act) out of ** the net reyenne of the Btate, remaining and so derived, after providing
for the proper and gradual Hgnidation of the balance of moneys heretofore diverted from the
public Free fchool fund, after liquidating gradually the arrearages to the Literary fund, and leay-
ing some small margin for the immediate and subsequent exigencies which are, and arg likely fo
e, demanded by the publie welfare, notably in respeel to humane institutions, now inadeguate to
the proper accommodation of that unfortanste class of every populstion.™

We have been informed that, taxable values having increased ninety-one million dollars
ginee the passage of the Riddleberger bill, the reyenue has not deereased nobwithstanding
the fact that the tax rate has been reduced since that date from fifty to forty cents on the handred
dollars.

We have also been informed that, while a portion of the revenue, eollected since 1882, for the
payment of interest, has been used for other purposes; a considerable part of it has been invested
by the State in Riddleberger bonds, amounting to about $2,500,000, now held in trust as applicable
to interest under legislative enactment, which provided that *the:bonds g0 purchased shall be
held as a security for the payment of the interest on the public debt of the State as it shall or may
have acerned when fanded under the act aforesaid, and the same may be ré-sold when necessary
by the said Commissioners, and the proeeeds of snch resale be so used whenever the finanees of
the State may so require: provided that said Commissioners may in their diseretion from time to
time, when money is required to pay the interest npon the debt aforesaid, borrow money upon
temporary loans for auch purposes, and deposit such bonds as they may have acguired onder this
act as collateral security for such temporary loan.” These civcumstances, strengthened by the
appointment of your commission, led us fo assume that the ability of the Sfate had not been im-
paired, and that the interest charge proposed by us did not exceed that ability as measured by the
principles of the act of 1882,

We have carefully considered the statement of the Commission as to the amonunt which may be
applied to interest out of the eurrent revenue, but we have such confidence in the future prosper-
ity of Virginis, if a settlement be now made, that we feel assured befo're the expiration of five
years, the revenue applicible to interest on the bonds which may be issued to compromise the
unzettled debt, will far exceed all possible charges, and from the foregoing statement, it appears
that any deficiency oceurring within the five years (by reason of present demands for other par-
poses) may be met by applying, from time to time, so muchas may be required, either of the trust
funds mentioned, held as security for that parpose; or the other agsets mentioned by the Commis-
sion, aggregating in bonds, eash, and stocl, more than $3,300,000.

These facts appear to us to warrant the conclusion that onr propoesition was within the prineiples
of the Riddleberger bill, and also within the ability of the 8tate; but in view of your communica-
tion, and endeavoring so far as our obligations to the bondholders will permit, to meet the view of
the Commission, we are now preparcd and respectfully ask to amend our proposition subimitted on
June 2d, as {ollows, to-wit:

The committee proposes to surrender as of July 1st, 1891, not less than §23,000,000 (principal and
interest) for snch a proportion of $19,000,000 of new three per cent. bonds as the amount surrendered
bears to 528,000,000,

In all other respects the proposition to remain as stated in onr communication of June 2d, 1801,

Awaiting the favor of your early reply,

We have the honor to be,
Your obedient servants,
FREDERIC P, OLEOTT,
HENRY BUDGE,
HUGH R. GARDIEN,
WILLIAM L, BULL,
CHARLES D. DICKEY, Jx.,
. JOHN GILL,
G. 8. Enuis, Secretary. By F. P. OLCOTT, Chairman,
Bondholders' Comanittee,

LN AT BTN [TV Lppaege o ey
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GOVERNOR'S OFFICE,
Ricumonn, Va., Sept. 25, 1891,
To Messrs, Furpenic P. Ovcory, Cuaries D. Dicke ¥, IR Winntan L. Bow,
Huen B. Ganvex, Hexsy Buner, Joms Groy,

Bondholders' Committee, New Tork :
(FEXTLEMEN § . = 2,
Your communication of date the 11th ultimo, was delivered to mea by venr connsel

Colonel W. W! Gordon, on my return to the eity after a protracted absence, on the 8th instant, I
in an informal letter to Colonel Gordon, acknowledsed its I'éc\.leipf.

Singe that time T have given the matter most eareful consideration, and have conferred with s0me
of our prominent public men, who like myself, most earnestly desire to reach through the ageney
and eo-operation of the New York Committee, afinal and sa isfactory settlement of onr pubilic deht.
My conclusion is that the conditions just now existing in Virginiaare not favorable to s suecessful
termination of the negotiations if immediately proceeded with further. The members of the Vir-
ginia Commission live in remotely different sections of the State, and with searcely an exception,
are actively engaged either as candidates for re-eléetion, or as public speakers in the canyvas pre-
liminary to the legislative election, to he held on the 3d day of November, Under these cirenm-
stances it would be inconvenient to eonvene the members of the Virginia Commission here now,
and when convened difficult to get their déliberate, patient and eontinnous attention to so impor-
tant & problem as the just and satisfactory settlement of our public debt. My earnest desive that
the negotiations which have been commenced may prove sueeessful, and my strong convietion
that it would, for the reasons above given and for many other reasons, be hest for the negobiations
not to be now proceeded with further, but simply be held in abeyance till after the election, induces
meta suggest that the Virginia Commission shall not be convened to answer your gommunication
till after that time. ~

Feeling anxious that the future steps in the premises may be taken under the most favorable
eondition for the attainment of the end as earnestly desired by you ag well as by myself, [ make
this suggestion for your consideration, and will be glad to have o candid expression of your views
in the premises before any further action is taken.

I have the honor to be,
Your obedient servant,’ 5
P, W. McKINNEY,
C hairman,

NEW YORK, Ocronsg 28, 1891,
Honorable P. W. McEixxey, Governor of Virginia,

Chairman of the Virginia Debt Commission :

Dear Bin:
In the absence from the city of the other members of the Bondholders’ Committes,

Mr. Garden acknowledged throngh Colonel Gordon, the receipt of your letter of the 25th ultimo.

Appreciating the importance of your suggestion, that the Virginia Commission should not he
eonyened to consider and answer our cormmunication of August 11th, until after the legislative
eleetion to be held on the 3d of Novermber, and cordially reciprocating your earnest desire to
reach o settlement of the public debt, we beg to convey to you our entire conearrence with the
views expressed in your letter,

Looking fo that clause of the agreement of May 12, 1800, under which the obligations of Virginia
are deposited, wherein provision is made for the withdrawal of the bonds, in the event of a failure
to come to a satisfactory adjustment on or before December 81, 1891, may we suggest the propriety
of eonvening your Commission at such early date as may be practicable, and, if possible, not later
than the 15th of November, at which time, should it be necessary, we will hold ourselves in
readiness to wait upon the Commission at Richmond to diseuss any matter of detail involved in
our proposition.

We are respectinlly, :
Your obedient servants,
FREEDERIC P. OLCOTT,
WILLIAM L. BULL,
HENRY BUDGE,
. CHARLES D. DICKEY, Ja,,
HUGH R. GARDEN, 1

: JOHN GILL,

Ey'G. 8. Erurs, Secretary. Bendlolders’ Commitics,
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GOVERNOR’S OFFICE,
Ricumonp, VA., November 10, 1851.
To Messrs. Freperic P, Oncorr, Huer R. GARDEN, HENRY BUDGE,
Cuarres D, Dickey, Jr.,, Witriam L. Buir, and Jonn Givur,
Bondholders’ Committee, New York :
GENTLEMEN :

The Governor, as chairman of the Virginia Commission, has convened them at his
office, in Richmond, at 10 o’clock A. M. on Tuesday, November 17th. The Governor directs me to
inform your Committee of the above .meeting of the Commission, and to cordially invite each one
of you gentlemen to be present, as he thinks the meeting will be of the greatest importance.

I have the honor to be,
Your obedient servant,
P. €. WARWICK, Secretary.

‘Whereupon, °
The Commission, after discussion, adopted the following resolutions:

Resolved, That it is the sense of the Commission that it cannot entertain the proposition com-
municated from the Bondholders’ Committee, under date of August 11th, 1891, for the reasons stated
in the communication from the Commission, under date of June 3d, 1891.

Resolved 2d, That the chairman of the Commission be authorized to communicate the foregoing
resolution to the said Bondholders’ Committee at once, and to say that if the said committee desires
to make any further communication to the Commission, the Commission will be pleased to receive
the same.

By invitation, the Bondholders’ Committee—namely, Messrs. F. P. Olcott, chair-
man, William L. Bull, Hugh R. Garden, John Gill, and G. S. Ellis, secretary, ap-
peared before the Commission, and were informed by the chairman of the Com-
mission that the proposition contained in their letter dated New York, August
11, 1891, could not be accepted by the Commission, and communicated to the
Bondholders’ Committee the foregoing resolutions.

After a conference, and at the request of the Bondholders” Committee, a sub-
committee of two, consisting of Senator Taylor Berry and Delegate W.D. Dabney,
on the part of the Commission, were appointed to confer with a like committee
from the Bondholders’ Committee to ascertain and report what basis of settlement
could be arrived at.

On motion, o
The Commission adjourned to meet at the Governor’s office on Wednesday at 10
o’clock A. M. November 18, 1891.

WEDNESDAY, NovemBER 18, 1891.

The Commission met at the Governor’s office at 10 o’clock A. M. pursuant to
adjournment.

Present: Governor P. W. McKinney, Lieutenant-Governor J. Hoge Tyler,
Speaker R. H. Cardwell, Senators Taylor Berry and H. T. Wickham, and Delegates
W. D. Dabney and Robert H. Tyler.

On motion,
Senator Taylor Berry and Delegate W. D. Dabney submitted to the Commission
the following report from the sub-committee, which was read by the secretary :
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RICHMOND, VA, Novemsksr 17, 1891,

To Governor P W, McKixsey, Chairmai

Your sub-committee, in pursuanee of the foregoing, consulted together as to the amount doe
under the Riddleberger bill. Any oue who lhas stodied this question will of conrse realize that u
variety of opinions ave, and well may be, entertained concerning it. Two aspects of the guestion,
however, present themselves conspicnously. One may be called the popular, the other the legal
view. By the latter is meant the view taken by Judge Hughes in the Faure case, the only case, so
far as we konow, where-the amount fundable under the Riddleberger bill has been the subject of
judicial determination. By the former is meant the general opinion entertained by the publie
that the funding nnder the Riddleberger act waa to be fully accomplished by July, 1882, Had the
funding been fully accomplished as of that date, the ereditors would have heen receiving three per
cent. interest on the amount funded from that date till fhe present time. To'a large extent, how-
ever, the securities fundable s of that date still remain unfunded. Assuming these still unfunded
gecurities to have been funded as of that date, and ealeulating interest of three per cent. on the
fundable value down to January, 1892, the total amount of prineipal and interest, which, according
to what we eall the popular view, would be about §16,500,000. Under what we have called the legal
view, on the other hand, interest aceriing at any time after July, 1882, is fundable at par, and the
amonnt thus srrived at wounld be, in the legal view, as we have called it, about $19,500,000. Of
cotirse, this applies only to what is still unfunded under the Riddleberger bill, and not held by
schools and colleges, The mean between these two views would give an amount of $18,500,000.
By our first ealenlation, we thought this amount would be abont $17,500,000, and so represented Lo
the sub-committee of the bondholders. We had much diseussion with that committee, showing
them onr fignres, and assuring them that we knew of no certain income that we could rely on to
meet interest on the new amonnt if funded beyond that alpeady exhibited fo them.

The best we conld get the bondholders’ sub-committee to suggest, was §18,000,000 at three per
cent. for one hundred years, or $19,000,000 at two per cent. for five years, two and a half per cent.
for five years, and three per cent. for ninety years.

In reply to this, weagain reminded the gentlemen of the practical diffieulty of making the in-
terest charge out of our revennes, and said that we must report to our full committee, and adyise
as to the means of meeting interest charges before proceeding further. So, without any definite
action, we adjourned, and now submit this as our repart.

TAYLOR BERREY,
W. . DABNEY.

The Commission after deliberate and careful consideration of the sub-committee’s
report, on motion, adopted the following resolution, and communicated it to the
Bondholders’ Committee :

Resolved, That the Commission is willing to report to the Legislature, recommending a settle-
ment of such of the obligations of the State referred to in the Riddleberger hill now ontstanding
in the hands of the public, as have not yet been funded under that hill, so that the whole amonnt
which may be yielded under such settlement shall not exceed §18,000,000. Bonds to le issned
bearing interest at 2 per cent, for ten years and 3 per cent. for ninety years; such honds ave not to
have tax-receivable feature attachied to interest obligations. Such new bonds to be exchanged for
the obligations now held by the New York committee in the proportion of 18 to 28, 1t being under-
stood sz the hasis of this resolution, that the New York committes now holds $23,000,000 of obliga-
tions, and it being further understood thai the new issme proposed shall in no case exceed
£18,000,000. This exclodes obligations held by sehools and colleges, The ratio of exchange here
suggested would give tothe New York committee in exchange for the $25.000,000 held by them,
the face amonnt of $14,785.700 in the new bonds,

Shortly thereafter, Mr. F. P. Oleott, chairman of the Bondholders’ Committee,
appeared before the Commission and made thereto the following reply :

RICHMOXND, VA., Noveumker 18, 1801,
To the Governor of Virginin
and Members of the Debt Commission ;
GENTLENEN &
Wa beg to acknowledge the receipt of the resolution passed at your meeting to-day,
which, as we have stated to you, we will make known to our depositing secuvity owners, bk
without our recommendation.



52 v*

After the discussion with your sub-committee last evening, it hardly seems necessary to state at
length our reasons for withholding our recommendation.

We will, however, cheerfully recommend either of the following propositions :

A three per cent. one hundred year bond, similar in form and feature to the Riddleberger bond,
for $18,000,000; or a bond similar in form and feature to the Riddleberger bonds, for $19,000,000,
at one hundred years, the first five years interest to run at two per cent., and next five years at
two and a half per cent.; the balance of the term three per cent.

I am gentlemen, with great respect,
Your obedient servant,

F. P. OLCOTT, Chairman. -

On motion,
The Commission adjourned to meet at the Governor’s office at 10 o’clock, A. M.
Thursday, November 19, 1891.

THURSDAY, NoveMBer 19, 1891.

The Commission met at the Governor’s office at 12 o’clock M. pursuant to ad-
* journment.

Present: Governor P. W. McKinney, chairman, Lieutenant-Governor J. Hoge
Tyler, Speaker R. H. Cardwell, Senators Taylor Berry and H. T. Wl(’kham and
Delegates W. D. Dabney and Robert H. Tyler.,

After full discussion, on motion,
The Commission finally decided to submit the following communication to the
Bondholders’ Committee :

GOVERNOR’S OFFICE,
Ricnmonp, Va., November 18th, 1891.

To Freveric P. Oncorr, Chairman, WinLiam L. Burn, CaArRLES D. DIckEy, JRr.,
Hexry Bupag, Joun Girn, Huga R. GARDEN,
Commiittee :

GENTLEMEN :

On yesterday you submitted to the Virginia Commission a proposition to settle the ob-
ligations of Virginia, mentioned in the Riddleberger bill (not heretofore funded under that bill,
and now outstanding, in the hands of the publie, but not including bonds held by schools and col-
leges,) on one of the two following bases, viz.: An issue of $18,000,000 of bonds, as one alternative,
and of $19,000,000 as the other, in lieu of the outstanding obligations aforesaid. Your proposition
was that the $18,000,000 bonds, if issued, should run for 100 years, bearing three per cent. the entire
period, and that the $19,000,000 bonds, if issued, should run for 100 years, bearing two per cent. for
five years, two and a half per cent. for five years, and three per cent. for the remaining ninety
years.. You further suggested that the proposed new bonds, and the interest obligations on them,
should in either case conform in their general character to those issued under the Riddleberger
bill.

We have carefully considered your propositions, and are constrained to say that apart from other
objections thereto, which oceur to some or all of us, we fear that the State would be financially un-
able to meet a settlement in accordance with either of them. It is, of course, conceded on all
hands, that a settlement which cannot be met would be worse than no settlement at all.

Upon reflection, howeves, the Virginia Commission has come to the conclusion that there are
certain sources of revenues which the State may avail herself of without increasing taxesé the
additional income to he derived from these sources will perhaps not amount to very much, but the
Virginia Commission hopes they may be utilized for the purpose of accomplishing a final settle-
ment of this much vexed question. It is a now recognized fact, too, that the large business inter-

Nore.—Communication dated November 18th should have been dated November 19th.
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ests of the State—among which may be mentioned the railroad companies—in their anxiety for a
final settlement, and looking to the general increasze of evedit and prosperity to result therefrem,
hayve evinced a willingness to respond to such public demands as may fairly be made upon them
for the attainment of the ohjeet in view.

This Commission will therefore malee to the Legislature a favorable report npon your $19,000,000
proposition, if the same be modified as follows: that is to say, we will recommend a proposition to
isse a maximum amount of $19,000,000 of bonds to be exchanged for the ontstanding obligations
of the Btate mentioned in the Riddleberger act (other than those held by schoole and colleges),
now in the hands of the public, but not ineluding bonds alveady funded nnder that aet. Such new
bonds to run for one hundred years, and to hear two per cent. interest for ten years and three per
<ent. for ninety years. The bonds and interest obligations shall be of the same general character
as those provided by the Riddleberger bill, and it iz distinetly understood that the eonpons or other
interest obligations are not to be receivable for taxes.

The proposed new bonds shall be exchangeable for the outstanding ol >llgu.\‘um; aforesaid in the
proportion of 19 of the former for 28 of the latter,

Thia recommendation iz of conrse to be made eonditional on the understanding that your com-
mittee holds and has the authority to exchange the obligations mentioned in your previous
communications to us, amounting to at least twenty-three millions of dollars,

P. W. M¢cKINNEY,
J. HOGE TYLER,
R. H. CARDWELIL,
TAYLOR BERRY,
H. T. WICKHAM,
W. D. DABNIY,

P. C. Wanwick, Seeretary. ROBERT H. TYLER.

The Bondholders’ Committee appeared before the Commission and submitted
an amended proposition through Mr. F. P. Oleott, chairman, and Mr. Hugh R.
Garden, as follows:

RICHMOND, VA., NoveEmerr 19, 1891,
To the Governor of the State of Virginia
and the Members of the Debt Commission :

GENTLEMEN §

We acknowledge the receipt to-day of your communication dated the 18th instant.

Our understanding of your communication is that if we will amend our proposition on the follow-
ing basis, it will be unanimously adopted by younr Commission, viz: that there be an issue of
#19,000,000 of bonds, having one hundred years to run, bearing interest at two per cent. per annam
for ten years, and thres per cent. for the remaining ninety years, and that the new bonds issued
are to eonform in their general character to those issued under the Riddleberger bill.

We represent over £23,000,000—out of §28,000,000—of debt stated by you as outstanding (exeluding
bonds held by the United States and the schools and colleges of the SBtate).

We therefore understand that under such amended proposition we should receive §19,000 of new
bonds for every $28,000 of old indebtedness surrendered.

It may go without saying, that we are to receive for the West Virginia portion of the * old bonds ™
and interest thereon, similar certificates to those issued by the State nnder the Riddleberger hill.

We beg to say that the proposition submitted by ug, as amended by youn, will go to our con-
stituents with our cheerful recommendation.

New bonds to hear interest from July 1, 1801,

We desire now to acknowledge the uninterrupted courtesy of your Commission during these pro-
tracted and delicate negotiations, and if in discussing these guestions, any abruptness has been
shown, we frost that your honorable body will not attribute it to a want of appreciation of the
eourtesy which has at all times been extended to us.

We are, gentlemen,
Your ohedient servants,

F. P, OLCOTT, :
’ HUGH R. GARDEN,
For the Virginia Bondholders' Committee.
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% This closed to date the negotiations between the Bondholders’ Committee and
the Commission on the part of the State.

On motion, -
The Commission then ordered the seal of confidence to be removed and ad-
journed subject to call by the Chairman.

SATURDAY, Deceverr 19, 1891.

The Commission, in pursuance of the call of Governor P. W. McKinney, Chair-
man, re-assembled at the Governor’s office at 10 o’clock A. M.

Present: Governor P'. W. MeKinney, Lieutenant-Governor J. Hoge Tyler, Speaker
R. H. Cardwell, Senators Taylor Berry and H. T. Wickham, Delegates W. D. Dab-
ney and Robert H, Tyler.

Governor P. W, McKinney, Chairman, submitted to the Commission the fol-
lowing letter from himself to the Bondholders’ Committee in response to an infor-
mal communication from them :

COMMONWEALTH OF VIRGINIA,
GoveErNoRr's OFFICE,

Ricamoxn, Va., November 30, 1851,
Dear Bin:

Yours of the 24th just received. 1 malke haste tosay that we are anxiously awaiting the
action of the Bondholders’ Committee. I will make no communication to the Legislature on the
subject of the public debt until I hear from your Committee.

1 am, very respectfully yours,

P, W. McKINNEY,
Chairniit.
To Mr. Hven R. GarDEN,

For the Bondholders Commitice, New York.

The Governor informed the Commission that Colonel W. W. Gordon, counsel
for the Bondholders” Committee, of New York, had received from Mr. Hugh R.
Garden, representing the Bondholders’ Committee, telegrams which he wished to
read to the Commission.

On motion, Colonel W. W. Gordon wag invited to appear before the Commission
and read the telegrams as follows:

: NEW YORK, Drcemner 18, 1801,
To Colonel W. W. Gornox,
Richmond, Va.:

London aceepts our proposition. :
HUGH R. GARDEN,

NEW YORK, Drcemnrn 18, 1801,
To Colonel W. W Gorpox,

Richmond, Va.:

At meeting of Committee just adjonrned (430 P. M.), it was deemed best to obtain complate
details before going to Richmond ; but I was instraeted to notify the Virginia Commizsion officially
that the recommendations of the Bondholders’ Committee is approved L;y the London Advisersand
accepted by a very large majority of the bondholders. I am further instructed to request that no
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aetionbe talken hy the Commission until those details arereceived. ' Please convey this to Goyernor
MeKinndy.
HUGH R. GARDEN.

On motion, the Commission adjonrned to meet af the call of the Chairman,

FRIDAY, Janvary 8, 1892.

The Commission, in pursuance to a call from Governor P. W. McKinney, chair-
man, re-assembled at the governor’s office, at 10 o'clock, A. M.

Present: Governor P. W, McKinney, chairman, Lieutenant-Governor J. Hoge
Tyler, Speaker R. H. Cardwell, Senators Taylor Berry and H. T. Wickham, and
Delegates W. D. Dabney and Robert . Tyler.

Governor P. W. McKinney, chairman, submitted to the Commission communi-
cations from Mr. Hugh R. Garden, representing the Bondholders’ Committee, which
were read as follows:

RICHMOND, VA., Jasvary 6, 1802,
To the Hon. Pumure W. McKinsey, Hon. J. Hoge Tyizn, Hon, Heney T, WickaaM,
Hon. Tayror Berry, Hon. R. H. Canowers, Hon, W, D. Danxey, Hon. R. H. Tvieg,
Varginia Debt Commission:
GENTLEMEN ;

1 am anthorized by Messrs, Frederick P. Olcott, William L. Bull, Henry Budge, Charles I.
Dickey, Jr., John Gill, and Hugh R. Garden, constituting the Virginia Bondholders’ Commitiee,
to inform yon that the plan of settlement recommended by them in accordance with the letter to
your Commission dated the 19th of November, 1891, and signed by Messrs. Oleott and Garden for
the committee, has heen approved by the Advisory Board for the creditors, by the London Ad-
visers, and hy the bondholders. The committee will be pleased to co-operate in all measures
found necegsary to carry the agreement into effect.

I am, very respectfully,
For the Bondholders’ Committee,

HUGH R. GARDEN.

RICHMOND, VA., Jasuary T, 1892,
To the Hon., Pumuir W, MoKixNEy,

Chairman Virginia Debt Commission :
Dean Simr:

On behalf of the Virginia Bondholders' Committee, I beg to inform yon that the obli-
gations of the State of Virginia, deposited with the committee, are approximately as follows, viz. :

“#0ld Bonds " and Peelers—Principal and Interest, o S1,660,000
I oneola=Prineipalicia. s s i R R R S cevanss. 11,700,000
“ Ten-Forties "—Principal.... T 4,950,000
L T L R L .. 5,250,000

The hooles of the committes have not been cloged, and it is expected that additional deposits
will be made from time to time,

I am very respectfully,
For the Bondholders’ Committee,

HUGH R. GARDEN.
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i1 The _;;';égotiations being concluded, the Commission then formulated their report
and adjourned.

P, W. McKINNEY,
P. . WarwIck, Secretary. , Chairman.







