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INDIAN1S	 by Louis H. Haynes

RAILROAD
MONEY

On Feb. 2, 1832, the Indiana General Assembly
approved a charter incorporating the Madison, Indianapolis
and Lafayette Rail Road Company. The capital stock was
one million dollars, divided into 20,000 shares of $50 each.
The route was to be a single or double track from Madison,
Ind. to Indianapolis and on to Lafayette, Ind.

The charter stated that construction was to start at
Madison within three years, be completed to Indianapolis
by 10 years, then to Lafayette in another five years. These
provisions were never met, as construction was not started
for four years—until 1836. The road was not finished to
Indianapolis until 1847, over 15 years after the charter, and
they never did make it to Lafayette. In fact, that city was
dropped from the corporate name before 1842, as they
issued paper money that year and the notes read, "The
Madison & Indianapolis Rail Road Company." From almost
the beginning, this has been the official name of Indiana's

first railroad even though chartered differently.
The Madison & Indianapolis Rail Road was one of the

works approved in a general system of internal
improvements adopted by the State of Indiana. The act
named, The Mammoth Internal Improvement Bill, was
signed by Gov. Noble, on January 27, 1836. This bill
approved $10 million in expenditures for canals, railroads
and turnpikes. The State had a population of less than half
a million people, with below $75,000 in annual revenue.
Thus by 1839, Indiana was bankrupt, and her bonds were
selling for 17 cents on the dollar in New York City.

Under the improvement bill the M & I R R was allotted
by the State an expenditure of $1,300,000. During the
period from 1836 to 1842, they actually received
$1,624,291.93, of which $62,493.21 was received from
tolls. This made a net amount of $1,561,798.71 or over a
quarter of a million dollars above the original
appropriation.

The bankrupt Indiana General Assembly of 1842,
finding public works unprofitable and expensive with no
funds to complete them, passed an act providing for their
extension by private companies. The state was abandoning
all projects which it had started in 1836, along with its $10
million.
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The $1.5 million which Indiana spent on M & I R R
completed the road bed and rails to Griffiths which was
about 28 miles north of Madison. The greatest difficulty
was getting the road out of Madison as there was an incline
which impeded progress until 1841, when the famous cut
was completed. This cut was 7,000 feet long and had a 5.9
percent grade. Horses were used to pull the cars up the
incline until Cathcart's cog track was put in service on
November 11, 1848. The state subsidy had also purchased
the ground for the depot in Madison, workshops on the hill,
two locomotives, and the cars necessary for the operation
of the road then finished.

The M & I was now back to private capital and
management. In June of 1842, new directors were chosen
and the board was reorganized. At once they contracted for
the next 13 miles north of Griffith to be constructed, and
soon after the next four miles to Columbus.

Stock subscriptions and taxes failed to bring in the
necessary capital to complete the road so the directors
asked the legislature to amend the charter of the company.
In section 36, it reads, "nor shall said corporation, under
any pretence whatever, enter into banking business, for the
purpose of issuing bills of credit or bills of any description,
to pass as a circulating medium." This meant to paper
money for the M & I. They needed that money to pay for
construction, etc., so the general assembly gave them the
right to use notes secured by real estate of the RR.

This paper money was issued in 1843 and 1844. There is
only one denomination known—the $5.

The center vignette is an early locomotive with wood car
and passenger car. George Washington is to the left and
John Marshall to the right. A maiden with a rake is to the
far left while a man husking corn is to the far right. In the
center at bottom is a man with a plow. There are•
handwritten signatures and thedate May 2, 1843. The
signatures are N.B. Palmer, President, Geo. E. Tingle,
Secretary, and at the left top, S.H. Shinn, Treasurer of the
State. Rawdon, Wright & Hatch, through their western
office at Cincinnati did the printing of these notes.

There is no question that the issue of this paper money
by the railroad helped tremendously in the completion of
the road; in fact it may never have been completed without
it. This issue provided the road with capital when no other
was available. Later the directors secured $25,000 in
Philadelphia, and $25,000 in New York City, but the
ultimate in capitalization was reached when they sold a
$100,000 railroad bond in New York City, in 1846.

Construction of the railroad was in slow process north of
Columbus and it was the summer of 1847 before the
railroad reached Franklin. North of there progress was
almost at a standstill, but somehow that year they did
manage to get to Indianapolis and the last rail was laid on
the morning of October 1, 1847. This was a great day of
celebration for the capital city, as in the afternoon an
excursion train arrived from Columbus. Then Gov.
Whitcomb gave an address from the top of one of the
railroad cars, and at night fireworks completed the historic
day's events. The completion of Indiana's first railroad was
perhaps the most significant happening in the early history
of the state and especially the capitol city.
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Due to competition, failure to connect to profitable
feeder lines, loss of investments in other lines and the loss
of $400,000 attempting to build around the Madison Plane;
the M & I property was sold in a foreclosure on March 27,
1862. It was reorganized as the Indianapolis & Madison

R.R. Two years later the Jeffersonville Road acquired
control making it the Jeffersonville, Madison & Indianapolis
RR.

On August 1, 1871, the J M & I RR was leased to a
proprietary company of the Pennsylvania Railroad. Since
this time the former M & I has been part of the
Pennsylvania Railroad corporate structure, although under
a variety of corporate names, recently Penn Central and in
1976, Conrail. With the coming of Conrail, the road went
out of operation. It has not been abandoned, merely put
out of service, which could be permanent.

The M & I RR did leave one legacy which will remain as
long as paper money collectors exist. This is the $5 bill of
1843-1844. It is certainly an artistic, historical, artifact of a
bygone era, giving us some enlightenment as to how our
great transportation system was partly financed.
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Laws of State of Indiana, 16th Session of General
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1938.
Special acknowledgements to Howard B. Morris and

Wendall Wolka.

ALL IS VANITY
When a National Bank Note is described as having

"vanity signatures" it means that the president and cashier
of the issuing bank—perhaps heady with the responsibility
of signing the notes—took great care to form their
autographs on each note with some fancy penmanship,
replete with large, often undecipherable letter, ostentatious
curlicues, etc. A National note in the recent Hickman &
Oakes mail sale went a step farther, however. It was a $20
Date Back on The National Bank of John A. Black of
Barbourville (Ky.), and it sold for $625.

A FIRST FIVE
The popularity of National Bank Notes with bank serial

number 1 was confirmed in the Hickman & Oakes mail sale
when a 1905 $5 on The Grays Harbor N.B. of Aberdeen,
Wash., sold for $725 in XF condition. Nice penned
signatures also helped.
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