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MEMORAFEFEDUN,

PLAN TOR RE-ORGANIZATION,

T™he .total net incama of the Yortharn Paeifiec F.K.Co.,, a8 nesrly es
an bes arrived atl f=om all ths data obtainsble, availalble for payrent
ntarast is 24,295,450, Aggmine that with batier rathods of apare
n Jindar ouer sunsrvision, as considergd in Lordon, &nd which is Dwrshor

expleirac in the camparative statement of the foar lerge Companies cuh=-
piled from the Rennrt of the Reilwsy Covissionors of lorth Nakotn, 8

eap

of whigh you have, the net earnings sould be ingressec Lo tho exiont

" of 11,750,000,, and that a Turther increase of net ravennue eould be made
by avoirdins unnecesaary radustinns in the rates of transp rtation, dupli-

. ocati

g

be ¢

aliz

on of \rain service, &G., Smountiag to £7560,000., or $2,500,000. in >
"o waieh 8ad 1-anmh of 1he Railroad Torpany as ‘Shown whovey--

894,000,20, the possible net ineome of ihis reg-organized Company would
6. 7:’6,1"”-?0. -

“1t rraget ba borns in mipnd that the ahove gsiimate might not Le re-
ed, owing to a fetlure of ocrop ar other conilagancy, which would re-

diee the saraings of the Jompany. The nresent fiseal year enjoys the

bens

NOXL weikags, vear, will be 204 less then lest year on U

fit of the largest wheat crop in fiva years, a&nd we know thaet the

aeraage of wheat planted this spring, whish will furntish éhe ronnapge for

. half
. elso
whol

endi
whie

1imi

and
nos

batwesn gross and net car{?nau.

. the lina, and in the Siate of Washington, wher Ist. *5'
20 Lo 25 sents par bushel, the araes nlanted: w
}

astern and of
¥ erop aold for
noteNGally exeend ono

of losi yaor. T™e low pricen of whna{;g hic vhe leading stanle,
the gonersl denvession in agricul & “22} L@, as thay affeet the

e North Wast, are importans in esy % Sheeoditiure carnings.
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ne Sh
On the other hand, the jroas 6ar n{, e Company for the Jear
ng Juns 30th 1395 will show an nag ér the previcus year, {from
. \ ]
) mada on she safe side 1 the

h the fore-gning tables are ma
shol
DOWNp* BMo 7 §6,T93,360,20, seems 'wo be ihe
Yor JQO ourposs of ro-erpgenization on the

Any plan of re-organizatio
t of net insnme, and ths abnzy

vary o.itsido estimate avallabﬁa
- gis of preasnt info-nmatio: ‘
; e (38,7 g:;caaa. obiteinec by &

running ot of Thieapgo,
year

‘ r of
ied\’ the Northsen ?aeifie for tho past
s it would not ba 3 b1 4 anproximate thd lngt asred fipures sl |
it is belisved thai)ths Nggéhurn nacitie forr the ¢ irrent yaar wif&

show any redigtion in “aeas whieh will mesarially ehange tho ratio

'
*

In re-organizing would leave the DNivisiinedl Fonds i |
souri River Division = = = = = §1,852,000,
Pend d'Oretlle Divigion = =+ = = 431,000, ' |

to be retirsc by the Sinking Pund, which would probakly be dones inside
of threa vears, if tha land salaes wore properly urged. : i

yaars
land Iun freed from the lisn of the existing Mortinpes, of ithe present !
goggany) by purehase in ihe merket up te 1054, arzly drawing by lot at ]
G '

Mortgege Concs. A favorable opporiunity may arise within a ressonable
tima,  Then the ree-organization haa besn compleied, means can probably
be found to induce this exchanpge or redempiion. £33

Organize & new Company with Capital Stoek - = = 100,000,000,

Provide an issue of 4% ILand Grant ©olé Ponna\ payable after fifgy’
as mighi be deemed most advisable, veGesmalle from the scles of

» if nnobtainable by purchase. "
RNV SRR R  BobrSe o . = -
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" Delay for the presant any aiLtemps to exchange the General First

Reserve, howsvar, for the purpesa of this Conversion, an amount

’ot the new 4% londs equal to 13554 of the ontatanding Tirst Morigage
.IBonds'.n---._-.--au-’-sn--ﬁfl--c.n{ ;:.63.151'000,
g:nsa mugh loss as mey be required, owing to the sction of the Sinking =

¢ .
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Seeond Mo~Lpgnne Donna Ottabanulnp - .. -
Third " - o w

PDividanad ﬂqwclfioates oatstanding )

axchannseable for Thirds ] = - -
Gonsol, Mortgace Bonds outstandiing - = « «
\1011&“}"&1 Trust NOotos = = =« a « = & » = «

- > e
—

$19,216,000,
11’9&‘.000.

519,000,
48,867,000,
9,535,000,

Exchange ths n"osant Ronds aaabuve, at the following rnua. for the

new 4% Bonds and Common Stoek:

Neow Ronds

- R
Cormon SLogk.

Segoend “ortvage Bonds - o - @ 1005 $19,216,000, laﬁ' g 1,921,800,
Third S B Wx s:uﬁc‘m : : o

Pividend uo"tificases - - O 7Qﬂ 343,300,

Consol., Morigage Yoads - - @ 374% 18,310 12 3
Totals raquired for Exchange - s 510,850,
Add emount reserved Tor

First Mortgapge Bonds « -« - %.13%.0007.
’ ’ e

The A% Collateral Trust Notes rective
during re-orgenization, and sell at about 748

option to exshange for the new Bonds at par é

For Feesivars' certifio&%\ - -Q
* Xquipmant Notes «. - -
* Expanses of Rg-or tiza - - -

" Imdrovensnts .&‘So ™ma ‘\ wing
next three - -

6204
-

- .-

B4l 075,
u s T

helr iﬁégruaf regularly
qah & notes an

N <'g°
s g 4

9,335,000,

-

$ 5,000,000,

3,000,000,
2,000,000,

5,000,000,

m_,___

To raiso this (a ell@ the “raat "o*'"iﬂ"x Railway
455

$11, zsg 575, new Donds

Sell SAG Thicazo & Northe nacifis Bonds, the
Chicago & Calumos
nat connecied wi the proparty, which are
held under tha ateral “rusy, for, say

RECAP L 'ULATE.

Kew Bonds for Conversion = - 599,406,

8, and other sgguritios

420,

v ¥ * Coll, Trusth = = 9 385,00

. ’ * Sale to QR R'y 1%.858.57.. _
& 3 \& 4% §4,0500,000,

KEX QOMMON ST00K REQUIRED.

(R

To 8econé iﬂn?“t{'ﬂf'& Hm"dl - 3 1’921.%00.

ro-rhira r - ¢ -
Consnl. < - 50,541,900,
Gt Hor. R' V. fale 35,942,500,

™is would lsave the new Company with éa,ono Oﬂﬁ.

shares (533, 947,500, )

£11,000,000. )

5,000,000, okl

Annual Interass,

Sheres.

19,216

“'(‘.‘g 4
06,419
559,425

(R

caﬂh ta begin with,

providing amply for improvemenie, &c., and pemni'tinr tha nat earninze to
be used for cividends. In ordar Lo enable the new Sompany to pay ita
annual intorest, §4,800,000., and 4% on its shared werld raquire $7,600.,
and io bHay interest and 5% dividends on the stoek woLd requlre not

earninzs of $8,300,000.
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The Lan@ %rant alrsady deeded, and shat shieh is due the Co neny,
smounis co abour 37,000,000 aeres, 0f this, say 5,000,000 meres of the
lands ¥ast of the Hissonri River are pledged to the Preferrad Stosk under
the former re-orgaization, and have boeon exeepted from the lien of all
the Morigages exaapt the Firgt Caneral Mortgane. These are subjiest, how
gver, to any Judgmany aga'nst the Railroad Company for a deficiency wunder
any Mortgage, or other valid claim aga:inst ithe Failroad Company.

0f the lLand Grant on the Pacifie Codst, & congiderable quantity. of
timber has bsen sold or contracied; etill the Jompany owns a large amount
of valuable land in that assetion. e lends East of the Columbia River
are mugtly dry grazing land, with some more or less val:able tracis of
vimber in the Moniain seetions.

The antire lLand 7rant may be elassified into three genersl classas,
based on selling valuss:

lanus wo th 310. PUr_QOre® = « & - = = 1,006,000 peres
. By - - m e e = e

. » P « 50 " ‘. - = = = o= = 35,000,000 1
making ths “rant worth, say $35,000,000,

The esost of anrvey&ng these lands hss to be paid t¢ the Beneral
fovarnment by the Failrdad Company, and will not be lens than fifieen
cants ner gere on an averspge for the lande unseleoted.

The sales of land in the dry greazing sestions might be made to
“oattle and live~stock Companies”, but only at a 10! pr1 All lands
that can be eultiivaied, the produce of which wil *i*a traf't'ie
ravanue of the Company, should be sold Lo aet: even aY quite
low firures, Tho timber aad oiher valuabls (b Vael*te Joast
and elsavwhere s‘m-L d be gold &3 ast as a “ M'l an Le obtained.
Haratofore the Fallroad has becn able Lo % t% vment of taxes on its
lands, as & Toneral rale, buil horeaf teré bedoneidered that sll the
lands will be nasesngd by loeal asses ac06 on the liaLs in the.
seyveral Frates and nuncioa for tax , above all L\:ngs. makos
it denirubls for she Company o mahif& es frst as noaslble, and
gvoid the large annual tax whiah_ma

Af'tar cthe Firset Genercl !orbc."e %‘ ean revired, by econversion or
otharwise, the nrogeseds of 1 0 Fog \\ 0 £O “ﬂq retiremant of LLR G4
new Bonds as bafore me: .‘,10'1 @

LS

> @

In making up thi rad=-going momorandum, I have endsavored to mive
the Forthorn Pacifie Ob. the full valie of every element eonsidered for
the nurpogse of re-orpantzation, and have prucsedsd, Lom this end, ‘'ipon
the genaeral lines of the understanding arrived a'% in TLondon,. The objlest
of the re-organization is to give the Sondholdarsg of the present Cormany
the greaiest amount nf Honds nossible, which Bonde will be mpood ander ale
most any conditions of sths future, and to make up Lhe balance of Lhe
valils of such Ponds ss have noi received new Bonus to this extent in the
Cormon SiLeekk of tha new Company,

The 339,425 shares of the Common SLoek may scom a large preamium to
pay for the pw*wnaa Tor wnish 14 is given, but when the prasent earning
gapaciiy of the Jormpany is borne in mind, together with improved rusul s ”
that must be necursd, it will anpear perfeetly plain that the present lHoni-
holders-are-vrecetving, Jia. the 0% Joala aad Jiogk. docuriliegs wiich will
at onee have a racornized valus, owing Lo the stirody position the Company
will be placed in as reparas compatition, and iLs abhility Lo earn nonay.

this plsn has avoided any nreferred Stoek, for tha resgon that it
would seurm sdvisable in sase sush Prefervod Stoed wes i1ssved, 0 limit its
dividend to 5%, whish would alse limit its value; on the other hand, vhe
Coimon Stock roceiviang the whole net earningms lers she intereat echarpo
would enhance its market valus, owing to the apecalative value 1. would
have as entitled to all advantases that might arisa from any avwree.

The rate for saxchange of present Fonds for new Fonds and fisoek mighe'
have Lo be varied Lo some exient. This eould ba done as found necessary.
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I think it fair to eay that, while we expset to increase the neg ina
ecome £2,500,000,, or aver 60X of the vasr 1594, meking it peseible to
carry 'ha 1nt»*nsc pcharse on the proposed issue of HBonds and loave a
balanse Lo enhanee the value of the Stoek required for re-organizationy
we only ask for a division of what we may bs able to make the property
earn in excass of the amount requi~ed for the re-orgenization.

In arder to saoa"e the ~esulus in operation for the re-organizad
Company, it wouléd be aueesaarv to chanpge the entire method, and largely
the forece, of the pressnt Comvany, I wbula propese Lo do this by
dividing as far as noassible our (reined men, nlacing them in the respon-
sible positions, where, we would be ablas Lo make progress from the vary
© eommencement, as our man understand the loesl ‘
selee sl Y a Noard of Directors who have not this special knowleaae.
would bd under the dissdvantage of having to learn the loeal relations
of the property with reflerence to the cost of its maintenance; its ré-
quirements for traian sarviee and »roper discharge of its dnuty te the
publie, the chanpges of scasons, {loods, &¢c. In fuet, it would ieke from
one to two years to familiarize any new set of men with all these eon-
d¢itions, and, even then, there is no Failroad Company rugning Wes: from

Chicago whicgh, at the »resant time, is beiag o ated basis that
would produce the required resilus on ihe Nor B ie. One of the
most vital considerations is to prevent the eaustions in rates.

This can only. be controlled by absclutely ; d 4 vigion in that re=
spact. 1 have before me notices from 42”‘ Pagific Tompany to
our Company of vadvetions in rites of <:%nap t#fion since Ta uary 1lst;
which arount to & very larze sum in, CUSY agsgregate, and which do
not inerdase theé trafficlof sthat O y ¥ resreet, reither do they
reduce the operating sxpenses a ¢ 18 Aifficult for any one not

b

familia» with the situsiion an all t terial fagts, to realize the
extent of the improvements that %\nade, and whieh,; in my Juupgment,
can only be made by = thovou d tive nrganization corbined with
g complate knowladrze of al! O& 1nva af‘ edting the income and ex-
- penses of &AW —_,—
In case 21l sffor f me Lhe Firsy Géneval Mortgepge nonﬂs

failed, there would b':§aﬁad the ananal interaest charge f4za 210., or,
ineluding the Sinking 0 ,420,, to which add for interest on

283.000, @ 64, 156,980., would meke the
nd £5,787,400. It will be noticed thet
the lowest amount of tﬂferest in about $750,000. higher than the
net income for the pqg§$§aar ‘ant! in case the Pi"at General Mort Lpane
Bonds are not exchang t will pe €1, 600,000, more than lest years' not
insane. Bk
The foreelosure of the ﬁucopn. Third and Consclidated@ Yorthéern
Pagifie Mortmages would -elieve Lhe new Company from all undesiravle
and unwise Contractis, as well as from all guaraniees. The Branch Lineés
gould be dealt with eaeh on its %wn merits, and in order Lo dscerming Lhe
value of thesae linas respectively, they might be operated for a Lime un-
dar an apreement with eash, providins such fair conditions as would en-
able both varties Lo jucge of sugh valnue. A pert of the Stoek and
Bonds ~emaining in the treasury, or both, sould be used for their pur-’

chaga.

e@arly Divisironal Mortgapges
total interest and Sin&}
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