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TERRIBLE ARRAIGNMENT OF CENTRAL RAILWAY TRANSACTIONS BY ROYAL COMMISSION FINDS THE CONDUCT OF 
MR. TWEEDIE AND MR. PUGSLEY OPEN TO GRAVE CENSURE; NEARLY $1,000,000 TOSSED ABOUT WITHOUT SPECIAL 

GUIDANCE; $134,000 MISAPPROPRIATED; RESPONSIBLE FOR AN ACCOUNTING; WHY THE TRUTH WAS CONCEALED

the option. Mr. Elkin state 
no books and did not remei 
the transaction was, and ? 
old not credit the $2,000 in 
ment of moneys received o 
of the option.I

MR. M’AVITY
VARIAIFredericton, April 7—Today Hon. J. 

D. Hazen laid on the table of the 
House the report of Commissioners 
Judge Landry, F. McDougall and A. 1. 
Teed appointed to investigate the tran­
sactions respecting the Central Rail­
way. It is a printed volume of 80 
pages, and with it is handed in a large 
box containing the report of the evi­
dence and the exhibits.

The report begins with a historical 
statement from 1871, when the Cen­
tral Railway was incorporated to con­
struct two lines, one from Fredericton 
to Grand Lake, and the other thence to 
the I. C. R. In 1882 a Provincial sub­
sidy was granted of $3000 per mile for 
both these lines, and in 1883 (August) 
a subsidy contract was made by the 
Blair Government with the Central 
Railway Company. A Federal subsidy, 
for the Chipman to Norton line was 
voted in 1884 and subsequently re­
newed.

In 1887, the Provincial subsidy was 
assigned to Dr. De Bertram, who began 
construction and practically comple­
ted the road to Chipman In 1890.

Abuy off Mr. Wheaton, it does not ap­
pear whether or not any member of 
the Government was cognizant of 
them.”

sidored by either the company or the 
Government.”

The Commission tried to learn some- 
Mr. Hutchl-

subsldy on account of these ties. The say they "cannot condemn too strong 
ties were never used for this ancon ly FALSIFICATION OF THESE FIG- 
structed portion, although undoubted- UR ES” in the statement of operating 
ly they were used in connection with deficits. 1902 to 1908, and point out 
the Central Railway. No refund was that the expense statement does not 
ever made to the Government for the include a dollar paid to Mr. McAvlty 
advance of $7,000. Of this $26,000 sub- or his clerk or the secretary or direct- 
sidy, $8,500 was, as it appears by the ors of the Company.
^,™!neîtVn ®ïldence' Pald »<=- Interesting Payment,.
Mr SWnn?re Mr™ »™e, .S^Mr The Cnmm.eMoner, could not And 
Whitehead. Mr.Pugsley In hie evidence « *d reito™"1 fT ,Md 10
GAVE NO FURTHER EXPLANA- ?h„nih «Rnnn bî h ‘Ï! COmp?n1'’ 
TION OF THIS MATTER. We And the . ugh ’S00* if mentioned M salary
whole of this «26.000 of subsidy bonds 'pûâstev^teted^th So? °nly thfl 
were ILLEGALLY ISSUED. This am- have teken The“«w S *“ 
ount, we believe, HAS BEEN MI8AP- ref-L-d to «.I.Twi,E W‘ P' T.IM. 
PLIED, and should the Government m-Immîît" “ Payment of
In future seek to extend the line from .
the terminus of the Afteen mile section m,“tl““d <<00°
tlon to Gibson, «26,000 of the subsidy “ ,and Skinner. Mr.
authorized to be paid for that portion ffsS? *blf,10 a reïlpt ?r
of the line WILL NOT BE AVAIL- oSRl’el!^<t, V,? l.0T A
ABLE AS IT HAS BEEN WITH- B alr* ^r-' the Commission-
DRAWN AND USED. ®ra Kitb » vlott by him to

a , — , Ottawa and Moncton in connectionSubsidized Gravel Track. with a trade of coal for rails. This
As to the «20,000 subsidy to branch- Is regarded as “A FORCIBLE ILLU8- 

es it Is found that a subsidy of «2,600 TRATION OF THE FREE HANDED 
per mile was voted for branches, but DISTRIBUTION OF GOVERNMENT 
that nearly two miles of these so- MONEY.” 
called branches were simply tracks 
to gravel pits.

It is supposed this money was paid 
to Contractor Barnes, though McAv- 
ity’s cash book CONTAINS NO EN- 
TRY about it.

This was all that could be learned 
at the People's Bank.

Inquiry at the Bank of Montreal 
Fredericton, showed that the company 
had borrowed $60,800 there on security 
of Government guaranteed bonds. The 
bank could not tell who got the money, 
which was repaid when the bonds 
were sold.

In the same way $18,000 was ob­
tained from the Bank of B. N. A., in 
two cheques the proceeds of which
COULD NOT BE TRACED.

DUE, and the company would hive 
had money to Its credit.

The company as a corporation had 
never conducted business through one 
uniform medium or channel as com­
panies usually do, but president, dir­
ectors and secretaries seemed to he 
doing business EACH ON HIS OWN 
ACCOUNT, presumably for the com­
pany, and keeping no record.”

thing from the officers, 
soil testified that he had BECOME 
DISSATISFIED WITH THE WAY 
BUSINESS WAS DONE and resigned 
without obtaining any knowledge of 
details. Mr. Skinner, who had been 
vice president and solicitor, COULu 
TELL US PRACTICALLY NOTHING.”

SAIThe Barnes Company worked until 
1903, and threw up the contract, mak­
ing a new one under which the con­
tractor was paid his actual outlay 
plus 15 per cent. In April 1904 the 16 
mile section was reported completed.

Coal Company Buy The Central.
The New Brunswick Coal and Rail­

way Company purchased from Mr. Ev­
ans for $11,600 all the interests of the 
Central Company in the rights of way 
plans &c. of the Chipman-Gibson Rail­
way, and later obtained from Evans 
and Elkin for $180,000 their option 
on the Central. This was the price 
officially stated, but THE ACTUAL 
PRICE WAS NEARLY $40,000 LESS.

The original Government contract 
with the Coal and Railway Company 
defined the conditions on which the 
$250,000 guarantee was to be given. 
This guarantee was not to be given 
until the whole Chipman to Gibson 
road was completed, and a coal plant 
provided to produce 500 tons per day.

Parting from the “W.P.” i 
Commissioners find anothe 
$2,380 omitted from tho Me, 
book, but received by the 
The Commissioners say:— 

“Mr. McAvlty when first i 
on this*point had no recollec 
ever as to the matter or a 
hajl become of the $2,380. 
MIND WAS A BLANK on 
subject.

When Mr. Carvel! prei 
statement some days aftei 
Avity had first been exan 
af.er J. M. Robinson & 
shown the amount was paid 
credit was Included, and TO 
THE ACCOUNT it was cha 
Mr. McAvlty as salary, am 
Avity, Jttien re-examined cli 

, j I v' though he had no recollect
' IS I matter the amount must ui

mi IC V / have been taken by him as
v was, to say the least, remar 

w ■ he should have TAKEN 7
AMOUNT and put it in his 
salary without reference t 
place or as to what was d 
salary, etc.

All Know Nothing.
Kitchen, former director, knew 
” “Mr. Tweedle claimed to

The McAvlty Account.
Next comes the account of the stru* 

gle with President McAvity’s cash 
book. He was to account tor $117,063, 
which passed through his hands as 
president, and $161,896 which he re­
ceived as Commissioner. In this 
nection * the Commissioners discuss 
the famous “W. P.” ACCOUNT.

They say that Auditor Sharp (since 
dead) in making up the cash book 
found In June SO, 1904, a balance In 
Bank of New Brunswick of $52,260 to 
the credit of the company. The re­
port proceeds:

Mr.
nothing.
know nothing of the finances, saying 
he LEFT THESE MATTERS TO DR. 
PUGSLEY AND THE OFFICERS.”.

"Mr. Pugsley, who apparently had 
the general management of the Com­
pany’s affairs. KEPT NO ACCOUNTS 
AND DID NOT GIVE US MUCH DEF­
INITE INFORMATION. He said he-left 
the keeping of the accounts to Mr. 
George Allen and Mr. A. I. Trueman 
both of whom had died before the 
investigation. On inquiry, we were 
satisfied that Mr. Trueman kept no 
books that could throw light upon the 
disposition of the moneys. • * • 
and we believe that Mr. Allen were 
he alive could furnish little more 
data.” Mr. Winslow could give little 
information.

Mr. Corbett, one of the auditors, 
swore that he was not given sufficient 
data to make a complete audit. Mr. 
James Barnes had the largest ac­
count with the company, but his books 
could not be found.

!
:

■ con-

IFMORE DIRECT 
PUGSLEY

Graft or Hold-up.
In connection with the transfer to 

De Bertram the Commissioners make 
the following interesting statement : — 

Provincial Government 
would sanction this transfer the COM­
PANY WAS COMPELLED TO AS­
SIGN $28,500 of the subsidy to Messrs 
F. P. 1 nompson and Sheriff Sterling, 
claimed by them to be for stock they 
held in the Company. $26,000 of this 
subsidy so assigned was paid by the 
Government to Messrs. Thompson and 
Sterling. Mr. Blair, then leader of the 
Government, became tho Counsel for 
Messrs. Thompson and Sterling, assist­
ing them in getting the money out of 
the subsidies and was generously paid, 
the exact amount we were unable to 
determine.” ,

Concerning this transaction the com­
missioners say in a later part of their 
report, that it “bears the imprint of 

WILFUL GRAFT, OR OF AN UNWAR­
RANTABLE HOLD-UP, participated 
In on the part of the then leader of the

w. P/8 16,000.REGIME “This total Is carried for*rd and 
directly underneath, and not entered 
as a debit as all other expenditures 
are, Is found in lead pencil “LESS 
W. P. $6,000,” and that $6,000 Is de­
ducted from the total, leaving a bal­
ance of $47,260. Nowhere else in the 
book is this Item $6,000 mentioned.

“Later we discovered that a cheque 
had been drawn (or $6,000 and paid 
by the bank, but had not been taken 
from McAvity’s cheque book.

“Mr. McAvlty on being examined 
DID NOT KNOW ANYTHING 
about this item whatever. He had no 
recollection and could give no explan­
ation of it, NOR WHAT “W. P." 
MEANT. Mr. Carvell, who was acting 

The St. John Chase, as counsel for the company, on mak-
Now follows the account of the ,n* up h,e statement presented to the 

Commissioners’ search for Informa- Commission later, included this $6,- 
tion in the St John banks. These ac- 000 “w- p•” item producing the che- 
counts were kept In the banks of N. que- Jt was dated June 30th, the day 
B., and B. N. A., but $50,000 guaran- Mr McAvlty became president, was 
teed bonds were hypothecated with fl,,ed out *N MR. PUGLEY’8 HAND- 
the Canadian Permanent on September WRITING, and signed by Mr. McAv- 
1, 1903 for a 6 PER CENT. LOAN OF Wj as president, and was made pay- 
$44,045. This money was placed in ab,e to the New Brunswick Real Bs- 
the Bank of New Brunswick and tate Loan and TruNt Company, which 
checked out by the Railway Company. owna the Pugsley building, so called, 
Further destination of the money *n St. John, is a close corporation, 
COULD NOT BE TRACED. THE SHAREHOLDERS BEING MR.

In December 1903 $60,000 guaran- PUGSLEY AND FAMILY, 
teed bonds were also hypothecated 
with the Loan Company for a loan of 
$50,000. This time the Interest was 
6 1-2 PER CENT.

Smashing the Safeguards.
In 1902 this condition was modified, 

and guarantees were signed as work 
progressed. In 1903 the rate of inter­
est on these bonds was raised from 
3 per cent, to 4, and $200,000 addition­
al bonds were authorized, making 
$450,000 in all. Of the last issue 
$180,000 was to enable the company to 
buy the old Central (which cost only 
$140,000) and $20,000, to reimburse the 
N. B. Company for betterments on that 
line.

In 1904 the Government advanced 
the N. B. Company $50,000.

Mr. Copp'a Easy Money.
Mr. Barnhill seems to have received 

$1620 for legal services and A. B. Copp 
M. P. P., $1426 for which there 7_„ 
NO ACCOUNTS OR VOUCHERS. 
Mr. Copp told the Commissioners that 
he went to Ottawa to press a subsidy 
clause. Interviewed Emmerson about 
thé purchase of old steel bridges, and 
settled some outstanding accounts.

The Commissioners observe:
“Mr. Copp’s evidence shows clear­

ly that he had not prepared himself 
to do work of any value, AND WE 
BELIEVE HIS ACHIEVEMENTS 
WERE ACCORDING TO HI8 PRE­
PARATION.”

“Before the

For some two years jefore Mr. Mc­
Avlty became president in Jfcne 1904 
the company had no president. The 
Commissioners say that during the 
Interim the company’s affairs 
MANAGED BY MR. PUGSLEY, MR. 
TRUEMAN, MR. McAVITY, and to 
some extent by Mr. Skinner. All the 
subsidies WERE USED UP, WITH 
ABOUT $400,800 of the guaranteed 
bonds, and large debts remained un­
paid when McAvlty took charge in 
June 1904.

THAT -

$250,000
GUARANTEE

A High Priced Ma 
The following statemen 

payments to Mr. McAvlty < 
him to be on account of sal

The Commission Too.
“Mr. George McAvlty, the president 

and managing director from 1904 to 
July 1st, 1906, kept no books at all in 
connection with the Company's busi­
ness. From July 1st, 1905, to March 
1st, 1908, when as one of the Commis­
sioners he had the management of the 
road HE ALSO KEPT NO BOOKS 
WHATEVER. In very many instances 
Mr. McAvlty was UNABLE TO PRO­
DUCE ANY VOUCHERS, other than 
his own cheques and in many cases thç 
apers produced as vouchers were very 

UNSATISFACTORY, and did not pur­
port to be even connected with the 
company. In his evidence he gave us 
little more information than if he had 
not been connected with its business 
at all. From his evidence it might be 
fairly gathered that he considered the 
position he occupied AN HONORARY 
ONE.”

As all available records left HUN­
DREDS OF THOUSANDS OF DOL- 
LAR3 UNACCOUNTED FOR, 
the Commissioners were obliged to 
consider cost estimates and other ex­
penditures.

Dec. 28, 1904
T. McAvlty & Sons.............

(Claimed to be repaymen 
advanced George McAvlty 
previously).
April 17, 1905: —
Accrued Interest on bonds

sold Robinson..................
(Vaken by Mr. McAvlty 

per his evidence).
Nov. 22, 1905 
Salary to July 1, 1905 

President per cash boo

CENTRAL UNDER 
PROVINCIAL 

OWNERSHIP

The history of the $260,000 guaran­
tee recites the original enactment 
that not a cent was to be paid until 
the 40 miles of new road was com­
pleted to Gibson, and coal plant of 500 
tons per day capacity installed, and 
tells how the scheme was modified so 
that payments could be made as the 
work progressed, the Government un­
dertaking to reserve $60,000 to secure 
the mining plant, and becoming secur­
ity to the Federal Government for $40,- 
000 worth of rails advanced. This would 
bavp left at most only $60,000 which 
the Government could deliver to the 
company on the 16 miles. "Notwith­
standing the fact” say the Commis­
sioners “it appears conclusively from 
the evidence THAT THE WHOLE 
$250,000 PAR VALUE OF THESE 3 
PER CENT. BONDS HAD BEEN 
GUARANTEED AND DELIVERED 
TO THE COMPANY UP TO THE 
SIXTH DAY OF AUGUST, 1803.»

A Damning Statement.
The Commissioners furnish thissummary; —
“To briefly sum the matter up, the 

Legislature authorized the guarantee 
by the province of $250,000 of the 
Company’s bonds, to secure the con­
struction of forty miles of railway, 
fully equipped with rolling stock, and 
provided with a coal mining plant ca­
pable of mining five hundred tons of 
coal per day. The province has ob­
tained, not forty odd miles, but FIF­
TEEN MILES OF RAILWAY, A FEW 
CHEAP SIDINGS, A QUANTITY OF 
ROLLING 
TWEEN TWENTY AND THIRTY 
THOUSAND DOLLARS, WITH THE 
WORK OF CONSTRUCTION ON 
NEARLY THIRTY MILES PRACTIC­
ALLY UNTOUCHED, AND NOT A 
DOLLAR EXPENDED ON THE EX­
TENSIVE COAL PLANT, 
bonds were guaranteed

Mr. Tweedle’e Commission.
It Is Ahown that Mr. Tweedle sold 

$60,000 bonds in Chatham and retain­
ed 1 per cent., or $508 COMMISSION. 
The commissioners do not see that 
he had a right to It

Mr. Seovll’s Gravel Pit.
Mr. G. G. Scovil bought 100 acres 

of land with

Government."
The Central Railway in 1890 had cost 

between $410,000 and $450,000 
of which the province had paid 
$134,000, and the Dominion $142,- 
€00. De Bertram claimed to have ex­
pended $11,800 on the Chipman to 
Fredericton section. The Government 
estimate was lower and he accepted 
$5000.

Meanwhile the Central Railway 
Company bought the SL Martin’s
Railway.

,4

Total salary for one year a
president...........................

March 19. 1908:—
Salary as Commissioner .. 

(Paid by Recelver-Genert 
Order in Council

buildings for $2,500 
and sold 30 acres of this to the 
pany for a gravel pit for $3000. 
The commissioners think that he was 
sure of the sale of the pit before he 
bought the farm. HE HAD TALKED 
WITH MR. PUGSLEY ABOUT IT.

com-
In 1905 the province took over the 

whole system with George McAvlty 
and Senator King, Commissioners to 
manage it. They operated the line 
from July, 1906, to March, 1908, when 
they resigned, and P. S. Archibald, C. 
E., and J. R. Stone were appointed in 
their plâce.

The Commissioners say that they 
met GREAT DIFFICULTY IN TRAC- 
•NGTHE ACCOUNTS. An attempt 
Had been made at one time to prepare 
a ledger covering the financial affairs 
of the company down to 1904. The 
meagre record produced seems to
Tme*beeî ?,A?REN OF INFORMA- 
tion, and all the accounts cover only I*. pages- A cash book, so called, 
was begun In July. 1804, which show- 
cd the expenditure ot part of the
after ^hat’time!^ ^ ^ GOTer-™eat

The President Effaced.
"When recalled Mr. McAvlty stated 

in his evidence that he SIGNED THIS 
CHEQUE BLINDLY BECAUSE HE 
WAS INSTRUCTED TO DO SO BY 
HIS SUPERIOR,
He did not look to 
pany of which he was president, and 
seemingly treasurer combined, owed a 
dollar of the money. Besides as pre­
sident he had no superiors except 
his directors meeting in formal ses­
sion. He acted In this matter simply 
as an under-clerk assuming no respon­
sibility, although as it will be seen 
later he drew the salary of A RE­
SPONSIBLE GENERAL MANAGER, 
and consummate man of affairs.

“Mr. Pugsley explained on being ex­
amined that the money was in repay­
ment of loans made by the Real Estate 
Loan and Trust Company to the New 
Brunswick Coal and Railway Com­
pany and as evidence of the same pro­
duced the following cheques :

Proceeds were used 
to retire the company’s notes In the 
bank, but the Commissioners’ say "as 
to what became of the proceeds of the 
notes discounted THERE WAS NO 
RECORD."

Bad Memory.
Mr. McAvlty became presl 

company June 30th, 1904. ( 
her 28th there was an it< 
cash book as payment to 1 
and Sons, of $2,500 as abov 
Avity explained that the ai 
on account of his salary, 
having a few days previous 
ed him that amount as th« 
were short, or might be 
funds.

Turning to the bank accoi 
he had received from th< 
General $40,000 between 
let and December 31st, tl 
December the account shov 
erage credit balance of $ 
during January an average 
ance of $7,200. At no time in 
had the minimum credit ba 
less than $5,400, so that HIS 
MUST HAVE BEEN A 
in that respect.

It was only after the nece 
of accounting for tîf» acci 
est that Me. McAvlty was t 
his salary was as preside 
stated It was $6,000 PER 
which very much SURPRIS 
COMMISSIONERS, becaust 
stated before he had 
■books, and was NOT PAID 
ING so; etc.

The 15 mile Section.
In 1894 R. G. Leckie promoted the 

Colonial Iron and Coal Company, and 
proposed to take up the construction 
Of the 15 mile section from Chipman 
to the coal fields. An arrangement 
was made to revive the De Bertram’s 
construction contract for the line from 
Chipman to Gibson, De Bertram pay­
ing $1,426 to Mr. Skinner, solicitor 
of the Chipman Railway.

Here the Commissioners find: —
“On October 4th, 1895, a contract 

was entered into by the New Bruns- 
’ wick Government with the Central 

Railway Company for the construc­
tion of the fifteen mile section and 
the granting of the subsidy of $3,000 
per mile. The following day $7,000 of 
this subsidy was assigned by De Ber­
tram TO THE HONORABLE WIL­
LIAM PUGSLEY AND MR. SKIN- 
NER. On November 1st, 1895, $36,500 
of the subsidy was assigned to James 
Barnes for the building of the fifteen 
toile section. And on the 4th of the 
same month $1,000 was assigned to 
Mr. W. T. Whitehead.”

“So far as the records show, the 
work done by the Central Railway 
Company on the fifteen mile section 
amounted to $23,000, and on account 
of this outlay $8,000 of subsidy was 
paid by the Government and distribu­
ted as follows: $2,200 on the orders 
given as aforesaid to the Honorable 
William Pugsley and Mr. Skinner, 
$300 on the order given to Mr. White 
head and the balance apparently on 
the order given to James Barnes. The 
Central Railway Company failed to 
complete its contract.’’

A New Phase.
This brings the history to 1900, 

when the Central Railway was held 
by bondholders as security for $540,- 
000 bonds in the hands of Philadel­
phia parties who also owned more 
than two-thirds of the stock. These 
firms had iterated the road at a loss 
with Mr. E. G. Evans 
and proposed to quit.

They gave an option to Evans and 
E. C. Elkin for $50,000.

A LONG HUNT 
THROUGH THE

Coat Estimates.
The Commissioners proceed : "We 

have been able to determine what was 
paid or at least what may have been 
paid in construction of the fifteen 
mile section and branches for 7_r 
veys, right of way, road bed, includ­
ing bridges, trestles and sleepers, sta­
tion houses, turn tables, engine houses 
and iron rails and rolling stock, to fix 
the outside amount paid in connection 
with the purchase of the Central Rail­
way. We have been able to fix the am­
ounts which were paid for operating 
expenses and other Improvements; 
we have been able to fix the amounts 
loaned by the Government to the 
pany and paid out by the Government 
since the Government took over the 
road, the amount of interest in con­
nection with the loans fairly attribut­
able to the construction, betterment, 
and operation of the railway. We have 
discovered some amounts which had 
been paid to the directors, officers and 
solicitors of the company, besides in­
cidental expenses.

“The expenditures we have succeed­
ed In determining practically embrace 
all the expenditures which could have 
been made in connection with the rail­
way. The expenditures which were le­
gitimately made beyond these we have 
mentioned could not at most have been 
very large, certainly not exceeding 
a few thousand dollars."

MR. PUGSLEY.
see that the com-

Does Not Speak Well.
Here the Commissioners say:—
"It did not speak well for the cred­

it of the Province that Messrs Skin­
ner, Pugsley and Trueman had to tie 
up Bonds guaranteed by it for three 
years at a rate of Interest as high 
as 6 1-2 per cent. It was good busi­
ness for the Loan Company as the 
manager explained, saying they were 
not philanthropists. This is further 
evidenced by the fact that when the 
$368,000 bonds including those hypoth­
ecated to the Canada Permanent Loan 
Company were sold to Robinson A 
Sons, March, 1905, the Company, 
through Mr. McAvlty. had to pay A 
BONUS (or commutation) OF $2,500 
lo the Loan Company to accept pre­
payment of the loan and give up the 
bonds.”

¥BANKS
Sixteen pages of the report are un­

der the title “Transactions Illustrat­
ed.” Much of this is the account of 
efforts to trace the distribution of 
provincial funds appropriated for the 
16 mile section. Dr. Pugsley told the 
Commission that a competent auditor 
could trace the expenditure and make 
up the accounts in two days by in­
quiring at the banks which were in­
tended to keep a record. The Commis­
sioners Infer from this that IT WAS 
NEVER THE INTENTION OF THE 
COMPANY 
But they say that neither in the banks 
or elsewhere could an auditor In two 
days, or any period, make up a baV 
ance to show where the money went. 
The Commissioners then tell their ex­
perience.

Business Without Books.
Outside of these books ” sav the

COUNT were kept by the Railway 
Company OR BY THE COMMISSION- 
ERS In connection with the Railway 
although the financial transactions 
connected with it Involved the expen­
diture of over «900,000."
. ™*e ,™lnut® b<»ks are equally use- 

w 8 .lhe Commissioners say. “The 
shareholders’ minute book begins
n , mlnu!es of th® Provincial
Directors meeting at Fredericton 7th 
May, 1901. The second meeting was 
In St. John, May 10th. 190L"

The last recorded meeting of the 
shareholders was at the Government 
room, St. John. June 25th. 1903. Be­
tween the above dates only two meet­
ings or adjourned meetings were held.

At one meeting In 1901. a resolu­
tion was passed authorizing the Is­
sue of 600 paid up shares, 10 to each 
shareholder for their services as pro- 
moters "and the REMAINING 430 

T0 C' N- SKINNER IN 
TRUST TO DISTRIBUTÉ and allot 
the same to such persons as might In 
his opinion be entitled to receive the 
same as promoters of the company 
and in considration of services ren­
dered to the company; and the act­
ing of the said Charles N. Skinner ac­
cording to his own Judgment and dis­
cretion should be at all times consist­
ent, a complete fulfilment of the 
trust"

%STOCK COSTING BE-

Ck. dated Nov. 11-02 favor of
E. C. Elkin................... ... .

Ck. dated Nov. 17, 1902, favor
of E. G. Evans....................

Ck. dated Nov. 18, 1902, favor
of A. I. Trueman.....................2,760

Ck. dated Nov. 18, 1902, favor
A. I. Trueman............................. ..
Ck. dated Dec. 24, 1902, favor

E. G. Evans.................. ....
Ck. dated March, 1902 favor 

Canadian Permanent Loan 
Company

. $2,00$

. 2,000KEEP BOOKS.TO Singular Discrepancies.
"In January, 1903, Mr. Pugsley and 

Mr. Barnes began to discount the 
016 «ompany to the extent of 

$40,000. The report says:—-
“Proceeds of these notes were not 

placed to the credit of any current ac­
count, but were token from the bank 
In cash, sometimes by Mr. Pugsley 
and sometimes by Mr. Barnes, the 
assumption being that the money was 
used In making payments to the James 
Barnes Construction Company. We 
could not turn to the books of the 
Construction Company to see If this 
money was crédité* in order BE­
CAUSE THESE BOOKS HAD BEEN 
CONSUMED or at least WERE NOT
ÎSSPÏ061? by Mr- Barne«. but we 
did find a sheet of paper In the before 
mentioned ledger shown us by Mr. 
Winslow at Fredericton which purpor­
ted to give a statement of the moneys 
received by the Barnes Company 
from the Railway Company. The 

therein DID NOT CORRB8- 
pond with the amounts of the notes 
discounted by the bank. One 
illustrations: On October 6th. 
the company’s note for $13,600 was 
discounted by Mr. Pugsley and Mr. 
Barnes and on reference to Mr 
Barnes’ statement on that same date 
HEK?N«hY CREDIT8 $10,000.. On Nov­
ember 23rd another note was discount­
ed for $13,082-—on that day or a day 
or two after Mr. Barnes’ account 
■b°»" ONLY «8,400 A8 HAVING 
BEEN RECEIVED. Mr. Pugsley ata- 
ted .In hti evidence thst the balance 
must have gone to the secretary of 
thecompeny hut HE HAD NO WRIT- 
■EN PROOF to refresh his memory.”

From August to November, 1901 
guaranteed bonds were deposited In 
Bank of New Brunswick and «1(6,<16 
checked out, but thd cheques had been 
surrendered and COULD NOT BE 
TRACED, re

: on reports 
showing the progress of construction 
of the fifteen mile section, which were 
signed by Mr. Bvane, the Company's 
engineer. On January 2nd, 1903, at 
which time less than «80,000 had been 
expended In the actual work of 
structlon, one of these reports at­
tempts to show that «140,000 of the 
Company's bonds were entitled to be 
guaranteed. Mr. Pugsley stated in his 
evidence that HE HIMSELF DREW 
UP THESE REPORTS, and that Mr. 
Evans had signed them. It is not 
province to suggest whether any or 
WHAT ACTION SHOULD BE TAKEN 
ON BEHALF OF THE PROVINCE 
TO HOLD THE MEMBERS OF THE 
GOVERNMENT WHO WERE IN­
STRUMENTAL IN ENDORSING
ÏHl?RE,BL°LNE^LRAEC6TPr8'8LE ^

II
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.. 1,000
Deputy Knew Nothing.

First they went to Deputy Receiver 
General Babbitt, who said HE HAD 
NOT EVEN KNOWN UNTIL JULY 
5, 1903, of the guarantee of $460,000 
of bonds in 1903. 
the fourth half yearly coupons came 
in for payment. He had never seen 
these bonds, and his DEPARTMENT 
HAD NO RECORD of the number or 
amount, or the date, or place where 
they were guaranteed, though these 
bonds are a Provincial liability. The 
Commissioners have not been able 
to discover what became of the three 
first half yearly coupons. Nothing 
could be learned from the secretary’s 
books, and no treasurer could be found 
who had ever been active. So the 
Commissioners took Dr. Pugsley’s ad­
vice and went to the banks.

Could Not Trace Cheek».
The People’s Bank of • N. B. In 

1901 discounted New Brunswick Coal 
bnd Railway Co.’s notes, endorsed by 
F. P. Thompson and W. T. Whitehead. 
These accumulated until January 1904 
and were consolidated into a demand 
note, with Interest added, for $176,611. 
Thfe larger part df the proceeds went 
to the Barnes Construction Co. but 
some amounts were deposited by G. 
W. Allen, Secretory TO HIS PRI­
VATE ACCOUNT In the Bank of 
Montreal and disbursed by his private 
cheques NO TRACE OF THESE 
CHEQUES COULD BE FOUND, and 
the destination of the money is un­
known.

Hard to Explain 
Assuming that Mr. M< 

drawing his salary half yea 
first payment December, 1 
Indicate the second paym 
not be due until June 3( 
four months after the acc 

came into his 
be noted Mr. I 

November 22nd, 1905, dre 
which was entered in the 
The cheque for this ami 
from the Receiver Genen 
in the cash book stated 
salary to July 1st, 1905. as 

v If Mr. McAvlty was to r 
000 a year salary as he 
payment 
$2,500 added to the payme 
ember 28th, 1904, $2,500 w 
his full salary for the year 
see how he could then c< 
tween these dates on April 
and draw as salary $2,380. 
were so Mr. McAvlty DRE' 
the year he was president.

Mr. McAvity states, the 
not confirmed anywhere eli 
directors fixed his salary at 
annum. If they did so, tl 
all the circumstances intc 
ation, thitinomlnal supervi: 
company Mr. McAvlt) 
fact that he had a manag 
ton at a large salary atten< 
actual work of the compai 
that giving Mr. McAvlty $5 
ary was SIMPLY ONE W. 
DIRECTLY ROBBING Tl 
SURY OF THE PROVINCE 
annum was equal to the 
celved by the experlem 
manager of the I. C. R. syst 
and only one thousand lei 
receives at the present 
would have secured for th 
the EXCLUSIVE SERVIC 
RAILWAY EXPERT and a 
of affairs.

1 .. 1.272 •v$9,220

He found out when

THERE WAS NO 
RECORD KEPT 
ON THE BOOKS

WHAT THE 
COMPANY 

SECURED

A2,380.19 
es It will

est
sid

$

1
I

as manager. THEY FIND 
$134,033.35 

MISSING

on November 2:
It will be noticed that the above 

cheques total $9,220.
As they were drawn eighteen 

months previous to the payment ot 
the $6,000, Mr. Pugsley could not be 
certain that they represented advan­
ces to the New Brunswick Coal and 
Railway Company by his Company ; 
but from the fact that the cheques W 
existed together with Mr. Trueman's 
statement that the Railway Company 
owed his company upwards of $5,000 
he concluded he was Justified in draw­
ing this $6,000. It was*0»- the eve 
of his departure for Euroufaud mat­
ters were somewhat hurried. THERE 

NO RECORD on the books of 
the Railway Company to show that 
loans for the latter had ever been 
made from the Loan. Company, and 
Mr. Pugsley stated that HI8 COM­
PANY KEPT NO BOOKS.

If Mr. Pugsley la correct in his sur­
mise that these cheques produced by 
him, amounting to $9,220 represented 
Joans to the Railway Company it 
seems to us that it would logically 
follow that after the repayment of 
$5,000 above mentioned was made, the 
Company STILL WOULD BE HIS 
DEBTOR for $4,220, for there is no 
evidence anywhere of

Statement to show the amount of 
provincial subsidies, advances and 
guarantees to the road since 1901:
Bonds main line, Chipman to

Gibson..........................
Subsidy to branches............ s.
Guaranty 16 mile section.. .. 
Guaranty of liability for rails

etc............................................
Guaranty for purchase of

Central....................... .. ... .. 180,000
Cash loans to company., .... 60,594 
Guaranty for improvements.... 20,000 
Cash expenditures, July, 1905,

to April, 1908 ......................... 296,005
Loan, balance of $9,000............ 6,760

» -
I or two 

1903,The First Directors.
E. Byron Winslow, Franklin Stetson, 

A. P. Barnhill, E. Hutchison, C. A. C. 
Bruce, R. A. Irving and Willard Kit- 

were elected directors in May 
1901. They each held one $100 share 
on which they paid nothing—HON. L 
J. TWEEDIE AND HON. WILLIAM 
PUGSLEY WERE MADE DIRECT­
ORS EX OFFICIO. Ernest Hutchison 
became president, Franklin Stetson, 
vice president, and E. B. Winslow, 
treasurer. Five meetings of directors 

held in 1901, which four or five 
directors attended. Mr. Tweedle was 
at two, DR. PUGSLEY,ATTENDED 
ALL. There were nb didectofrii meet­
ings after June 11, 1902! - T

■*! [ H ( . -

MR. PUGSLEY 
BEGINS THE 

GUARANTEE

{..$ 67,000 
20,000 

260,000 I ?
$9,486

Carefully prepared statements (B. 
and C.) show:—

Money which was paid after April 
1901 as GoTernmeat subsidies, loans, 
guarantees, advances, Ac., «968,799.96. 

Expenditures of

/
Vr. /

, _ money mentioned
In the other statement, «824,764.40. 

Balance unaccounted for, «134,033.-
In 1901 began the series of farther 

| Provincial advances Acta were 
| gassed to guarantee «250,000 on bonds 

for the Chipman-Gibson line, to Incor­
porate the New Brunswick Coal and 
Hallway Company, and to authorize 
contracts with that coin pany for 
sidles and guarantees on certain 
dittoes. The Company received a 
■mat of all available coal land in 
Qneena and Sunbnry and contracted 
to construct the 16 miles from Chip- 
man to Min to.
„C»pltal stock was 1000 shares of 
6100 each. Only 7 shares subscribed 
for and nothing paid for them.

The Company called for tenders 
garnet Barnet tendered for «117,000.

Jams. Wheaton for «109,7(0.
Lowest Tender Bought Off. 

These tenders were referred to a 
Ittee of which Messrs Pugsley 
Skinner were members. The 

give the result at fol-

Total.........................
Previous to 1901—

Provincial subsidy to Central. 134,000
prn.i-.Mni —h.idy on Chip-

man to Gibson,

- -.1917,844. s6.
Cost Statement

The Commissioner tried to find what 
the 16 mile section cost, Evans sub­
mitted a methodical statement making 
It «310,626. Mr. Shannon, who report­
ed on the cost for federal aubaldy 
purposes made it «277,096. Dr. Puge- 
ley prepared a statement as a basis 
for double subsidies from Ottawa, 
which omitting outside items was 
«291,802. Mr. Sharp, the auditor of 
the company made a statement which 
with foreign Items omitted, was «316,- 
780 or nearly the same as that of 
Evans which the Commissioners ac­
cept.

THIS LEAVES THE EXCESS OF 
MONEY RECEIVED OVER EXPNDI- 
TURE ON ACCOUNT OF THE 11 
MILE SECTION «39343, so the Com­
missioners find.

Where le Thle $39,140? 
Between November, 1*01 and the 

end of 1(02, the People's Bank dis­
counted the company'e notes for «113,- 
644, while Contractor Barnes received 
on progreee estimates «73,601. What 
got the other «39,140? The Commie-' 
slonere account for It by three notea:

"One for «1350 discounted January 
22, 1902, marked on account "A.O.B." 
OF THE PROCEEDS OF WHICH 
THERE WAS NO TRACB."

One for «25,000 on account of 
Evans.

One for «10,000 discounted Novem­
ber 19, 1903, marked "F.P.T.” The 
Commissioners “COULD NOT TRACE 
what became of the proceeds.”

Mere Myeterlee.
The Evans «25,000 cheque was 

placed to the credit ot the 
and drawn out by seven cheqn 

Four of these for «6,262.68 
made payable to Geo. W. Allen and 
the Commissioners “COULD FIND NO 
TRACE” of what became of the 
money.

Two for «19,000 were made pey- 
ahle to B. o. Evans. Evans end El- 
kta account for ««,«00 of thle, but 
Evans could not account for or ex- 

have ex- plain THE OTHER $9.000.
•mined the read. They .ay “IT 18 Three yean after thiietrawmcUon. 

us TO BELIEVE George McAvlty * 
been .pent C«ti and Rallw.y

18,000sub-
con- NO ACCOUNTS 

NO VOUCHERS 
All CHAOS

*i i t

PLENTY MONEY 
IF HONESTLY 

EXPENDED

$147,000
Dominion subsidy to Central. .$142,400 
Dominion subsidy to 15 mile 

section....
i

.. 48,000

17$190,004
Total provincial and Dominion mo­

ney paid to the railway—$1,265.244.
$26,000 Overpaid.

The Commissioners made some In 
tereeting commenta on these Items: 
Concerning the first $67,000 and the 
$13,000 below, paid as subsidies to the 
Chipman to Gibson line, it la pointed 
out that the law authorized payments 
of only $3,000 per mile or $45,000. 
There is an excess of $25,000 concern­
ing which the Commissioners say:

A Misappropriation.
“The Honorable Mr. Pugsley claim­

ed that a portion of this $26,000 was 
paid on account of sleepers for the 
un constructed portion from the end 
of the fifteen mile section to Gibson. 
Sleepers were purchased and $6,000 
In subsidy was authorised to be paid

. . . this balance
having been claimed or paid. We 
however, feel satisfied that Mr. Pugs­
ley must have been recouped for all 
these moneys from the proceeds of 
bonds handled by himself or by Mr. 
Trueman for him, or in some other

PROVINCE 
OUGHT 1

i
The Commissioners remark on this 

record as showing “a complete aban­
donment of corporate action, and an 
ASSUMPTION OF INDEPENDENT 
CONTROL on the part of a few."

contract was awarded to Mr. They add: “Notwithstanding the 
Barnes. M. P. P. for the ,act that by statute the salarie, of the 

oont tendered by him, he having officers of the company and the an­
ti» meantime PAID MR. WHEA- ount of wages paid Its servants should 
N «6000 TO WITHDRAW MIS be subject to the approval of the Lieu- 
NDER. Mr. Barnes st the time, tenant Governor-ln-Council.none of the 
i acting for a number of persons hooka, papers or documents, which 
Idea himself. Including Senator were available show WHAT SALAR- 
impson. W. T. Whitehead and nth- IE8 THE PRESIDENT, SECRETARY- 

to term and after TREASURER, DIRECTORS 
Metres Into a com- SOLICITOR WERE TO MET

1The Commissioners remark:
“The Company was very hard up 

from 1(02 and their troubles became 
more acute during the latter part of 
1903, the Interrenlng period being one 
of FINANCIAL CHAOS. Nearly every 
acceptance of the company, and they 
had many, was protested and protest 
fees added, and In many cases other 
legal cotta. Much kltelng appeared to 
be going on, creditors were prèsslng 
for payment, etc. At this stage, we 
say without hesitation that It la our 
firm opinion that had the large re- 
source, provided by the province In 

president of the eluding the «460,000 Issue of bonds 
Pî»*» t»v« HONESTLY USffO .U the It.»r «19.878, witch blltile. COULD HAVE SEEN 

province. (PROMPTLY MPT AS THEY PELL

[A Queer Omission.
On reference to a statement prepar-?L7aLVVpU!‘%r„t£

jort to be a schedule of amounts ow- 
ng by the New Brunswick Coal and 

Railway Company on the «1st of May, 
1904, we do not find that the name of 
the Loan and Real Estate Company 
appears for any amount. This state- 
ment was made up one month pro- 
vl°™, to the payment of the above 
mentioned «5,000 to Mr. Pugsley. Mr 
Punier thought that the payment of 

on November nth 
Elk'", respectively, wo"d” b^Ew 
SÎ RalilteS? Company "< °° beh‘d' of

Jswn:— company
es:—

were
This Money Was Net Expended.

The Commissioners come next to 
the expenditure for Improvements on 
Central Railway from August 1902, 
and on the 16 mile section for July 
1904. These alleged expenditures 
were «190,873.04. It la claimed that 
«50,000 more was expended by Evans 
and Elkin, and ««0,000 by the present 

The Commissioners 
review the condition» and

M Mr. McAvlty was not a r 
at all, and during, the who) 
hie presidency was WAS B
HIS OWN AFFAIRS.

They Are Sceptic 
From all the facta and F 

MANNER in which Mr. Ml 
his evidence we believe th 
ment on November 22nd, 1 
in bis <aeK book to bo hi 
procidout to July 1st, 19<

management.AND 
What ear­

th the ex-the j« they IMPOSSIBLE FOR
that about «200.000 hasto the An
in

*
L.
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