To the Bondholders and Stockholders of the
NORTHERN PACIFIC RAILROAD COMPANY,

and of Trust Company Receipts therefor.

New York, Philadelphia and Berlin,
March 16, 1896.

Pursuant to the announcement of the Committees, of which Mr.
Edward D. Adams and Mr. Brayton Ives, respectively, are Chairmen, a plan
has been prepared for an independent reorganization of the Northern
Pacifiec Railroad System on a basis of [fair treatment to all classes of
security holders, and of fixed chardes on the reordandzed property
reduced to an amount believed lo be well wiﬁzir& de#@ rated earning
capacity. This plan has been prepared wi owr @z-t approval and
co-operation; and, in conformity with an @ e J-@uith the Committees,
we have undertalken to act in carrying 4/into e;%

The plan also has received th Xep ova the representatives of a
majority of the mortdage bonds @ n e of foreclosure, and upon
which the reorganization is baged.

To carry ouwt the plan the Zlo;u%&'securities will be created:

First—Prior Lien Ou@%um%\lfear 4 Per Cent. Gold Bonds for
$130,000,000.

These bonds a be séruted by a mortdade upon the main line,
branches, termimzlsband t, equipment and other property, embraced
in the reorganization as f@tried owt, and also all other property thereajfter
acquired by the use’o@u; of the bonds to be isswed under this mortdage,
or the General Mor e hereinajfter mentioned.

The proceed.&sfw lands applicable to these bonds after the retire-
ment of the General First Mortgage Bonds (as provided further on) will be
applied, one-half, but not in any one year exceedingd $500,000, to the
purchase of the Prior Lien J Per Cent. Bonds at not exceeding 110 per cent.,
and their cancellation ; and the remainder, under carefully-duarded restric-
tions, will be wsed for betterments and additions to the property pledded
as security for the bonds.

Whenever these bonds cannot be purchased at the maximum price, the
unapplied land proceeds for that year will be wused to puwrchase the
General Lien & Per Cent. Bonds at not exceeding 100 per cent., and
their cancellation.
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Second.—General Lien 150-Year Three Per Cent. Gold Bonds, limited
in amount to $60,000,000, in addition to a reserve for the 100-year four
per cent. Prior Lien Mortgage of $130,000,000.

These bonds are to be secured by a mortdagde second in lien to the
Prior Lien Mortgagde, and covering the same property.

Third.—Preferred Stock, Four Per Cent. Non-Cumulative, limited in amount,
under the Plan, to not exceeding $75,000,000, which amount can be
inereased only with the consent of Preferred and Common Stockholders, as
provided in the Plan. All the Preferred Stock will be registered and trans-
ferable, at the option of the holder, either in New York or at the Deuwtsche
Banl, Berlin. Dividends wpon stock redistered in Berlin may be collected
there at the rate of 4.20 marks per dollar. %

Each share of this Preferred Stock will &m‘u‘l % non-cumulative
preferential dividends owt of surplus net eu% & extent of jfour per
cent. per annum without deduction fo m States, State or Muni-
cipal taxes which the Railroad Con q/ m,a t any time be required to
pay or relain therefrom. In any %‘Jfgu shich 4 per cent. dividends
shall have been declared on both nwz&}uzd Preferred Stock, all shares,
whether preferred or commoi .shalz \@ticz’pctte equally in any further
dividends for such year.
3 P

After the terminati fmd Trust hereinafter provided for,
the Preferred Stock w& right to elect a majority of the Board
of Directors of il Co )LJ whenever for two successive quarterly
periods the full cu ved'z quarterly dividends, at the rate of four per

id, in cash.
served to the New Company to retire this stock, in
r, from time to time, upor any first day of Januwary
nty years.

cent. per annwm, are n
The right will,
during the next

Fourth.—Common Stock to the amount of not exceeding $80,000,000.

In furtherance of the independent reordanization and the administra-

tion of the property and its securities, both classes of stock of the new Company
(except sweh shares as may be disposed of to qualify directors) are to be
vested in the following five Voting Trustees, viz.: J. Pierpont Mordan, Georg
Siemens, August Belmont, Johnston Livindston and Charles Lanier, for
five years, althowsh, in their discretion, the Voting Trustees may deliver
the stock at any earlier date. In the meanwhile the Voting Trustees are to
deliver their certificates in wuswal form.
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The Prior Lien bonds are to be appropriated approximately as follows:
To retire an equal amount of General First Mortgage Bonds .. v §41,879,000

To provide for the conversion and, so far as necessary, for the Sinking Fund of

the General First Mortgage Bonds (any anownt not so wsed to be added to

the reserve for new Construction, ehe.) -« it ssamsssamnns 14,657,650
For the payment of Receivers' Certificates and Equipment Trust, and for

the conversion of the Collateral Trust Notes and the General Second

O 8 D T B s e vd ot v aRt i i anans (na s SHEAN AN = ny e kAR on A Ao SR e Ran o 40 O 0,550

Total present isswe under the Plan, estima@led b o uvones s svvirisneneennens 896,577,000

Reserved to provide at their maturity for an equal amount of Bonds of the St.
Pauwl & Northern Pacific Railroad COmMPRRY i s,

eqwipm&%

and he
C)\ 25,000,000

8,423,000

Estimated amount to be reserved for new construction, betterme

ete., under carefully-guarded restrictions in the mort

extent of not exceeding $1,500,000 per annum . .
@&

Total aut] u% . $130,000.000

The General Lien honds aretobe 'opr'z'a poroximately as follows:
Forthe conversion of the General Third Mork Bond% vidend Certificates,

onds under the Plan  $56,000,000

and the Consolidated Mortgade arﬁﬂ:mnch
Estimated amount to be reserved u.n%' TE) i@uardcrz restrictions in the

mortgage, for new constructi@ tterr% qUIPTENE, BLC cvovvvvssrrrincneennnns 4,000,000

Total isswe in exces. mfo@a Bonds, estimated at ....cooveeeeee. $60,000,000

Reserved to provide for t-hts@r Lz’en@ ds at their matwrity in 100 years ... 150, 000 000

Simum amount of both Mortgages......... .;SIJO 000 000

The Preferred Sw@;? to be appropriated approximately as follows:

For conversion and dstment of variows Main Line and Branch Line
Mortgage Bonds and the defawlied interest thereon, and other purposes,
B DT QULOALD LU TS TR v s oot veexsaaisns e s anusrvesaisasa nss s shinsnsnssontarsstoveandnsunssascsonnyt i 030002000

Estimated amount which may be wsed for reordanization purposes or may be
available as a Treaswry asset of the new Companig.... s, 2.500,000

9.’;1"."’ 000, 000

The Common Stock is lo be appropriated approximately as foﬂlams

For purposes of the reorganization, as provided in the Plam .o $77,500,000
Estimated amount which may be used for reorganization purposes or may be
available as a Treaswry asset of the new CoMPARY i riminmiinii s s 2,500,000

$80,000,000
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The basis of exchande of existing bonds and of sale of new stock is
as follows:

; Receive:
New [ New
‘l o |t i e i sk o ok T
fl Bonds. Bonds. B :
General First Mortgage Bandsn---u.-«----------: “8% | 135% 1
General Second Mortgage Eomds.m-.---------I t 4% 11854% ...... by, 83 50%
General Third Mortgage Bonds...w.| +8% | e | z18%% | s0% |
Diiidend (CErEefoatas W inim dueasmeasiii] | B I 118% s\% \
Consolidated Mortgade Bonds.....cooow.| TI18E% | s N 6] \Q 28N |
Collateral Trivst NoteS.....ccomemmrriens | 7.9 {(b@ % '66 2() vz |
Northwest Equipment Stock......ow 4 IUUQ \ !
Depositors of Preferred Stocl—for puay, J—. \\ % |
ment of a sum equal to $10 per share \ ......................... 50% 50%
Depositors of Common Stock—for py é‘
ment ofa swm squaz to 615 per sm | 1007%

ey 5 \ T8 ST S\ =2 5

The for-edomé‘ peroer@,es as€l bonds are bu.scd upon Hw prmczpaz
amount of deposited s iti

The payments g@eposit of Preferred and Common Stock must be
made in not less tl @msmllments, at least 30 days apart, when
and as called jfor by @dvértisement, as more fully provided in the Plan.

The new bonds e in coupon form for $500 and $1,000 each, with
right of conversi \90 registered bonds of $1,000 and $10,000. Interest
on new Prior Lien Wonds issued for present General First Mortdade Bonds
will start from July 1, 1896, and will be paid quarterly, as provided
in the Plan. Interest on all other bonds (whether Prior Lien or General
Lien) will start from Januwary 1, 1897, payable on or before completion
of the reordanization.

Equitable cash settlements will be made for fractional amounts of
new bonds and stoeks accruing to depositors.

* Payable April 1, 1896. This represents the coupon due July 1, 1896.
t Payable 60 days after the plan shall have been declared operative.
§ Payable 3 per cent. on May 1, 1896 ; 4 per cent. on Janwary 1, 1897.

§ Payable at any time, in the discretion of the Managers, on or before completion of
reorganization, with interest at 6 per cent. per annum from June 1, 1896.
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With wreference to the present General First Mortgage Bonds it may
be explained that it is not sought in any way to enforce a conversion, ancd
the offer to them is made solely wupon the belief that, on the terms proposed,
such conversion, while advantageous to the Company, is also manifestly
to the advantage of bondholders so converting.

The present General First Mortsage Bonds mature in 1921, but are
redeemable by compulsory drawings at any time at 110 per cent. from
the proceeds of land sales or the jfixed annuwal contribution by the Company
to the Sinking Fund.

These compulsory redemptions in the past have been a disturbing
Jactor in all calcuwlations for investment purposes, and the inauguration
of a new and vigorous policy for the sale of the lands mgay be expected
Jrom this time forward greatly to increase the an t oZ‘ , redemptions.

In some years these redemptions have 7@1 red ge contributions
from the Operating Department, even to Ul QL the entire annual
Sinking Fund, a swmn which would pQ % annual interest on
about §19,000,000 of Prior Lien Bonds_as not coposed. 1t is manifestly
to the benefit of holders of General ® or, Qe Bonds to obtain an invest-
ment of londer continuance, and é the benefit of all subsequent
securities to diminish this zm; és.scu arge burden of annuwal fixed
charde.

A conversion on the

.-s 77 ed in the preceding table will relieve
the holders of General st A éw‘e bonds from these calls for redemp-
tion, which prevent * bop @}"} om reaching the high price they would
otherwise c,rmz‘uum.rl, aud will relieve the Company from the burden
of the Sinking Fund 7 @remmn‘s and also permit the wuse of a portion
of the proceeds of 1 \ Sales for the benefit of the property.

The General \Ferst Mortsage bonds now oulstanding are at the rate
of wbout $20,}606 per mile. The proposed Prior Lien Bonds, including those
reserved for the St. Pawl and Northern Pacific Bonds, will amount to abouwt
$22.310 per mile, and will cover all the Egquipment and the Branches
and Terminals as proposed wunder the Plan.

The annual fixed chardes for interest and sinking funds on the
present General First and Divisional Mortgadge Bonds are at the rate of
$1,618 per mile, while it is estimated that on the Prior Lien Bonds they
will amount to only $935 per mile.

A Syndicate of §45,000,000 has been formed to provide the amouwunts
of cash estimated as necessary to carry out the terms of the plan of
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reordanization, to furnish the new Company with cash working capital
and with a sum estimated at $5,000,000 for early wuse in betterment and
enlargement of its property.

The adjusted net earnings of the Northern Pacific System for the past
five years show an averagde swurplus over the fived charges wnder the
plan of reordanization of abowt $1,800,000 per annwum, a sum sufficient
to pay an annual dividend of about 2% per cent. on the new Preferred
Stock. Included in this period were the last two fiscal years, when,
owing to a combination of wunfavorable circumstances, earnings fell to
abnormally low figures, thus dreatly reducing the average. FEven for the
present  year, notwilhstanding the great disadvantages wunder which the
system is operated, the earningds promise to awmgunt fbé sum which

i PT&‘WZ Stock when
the property shall have been relieved [from i esm@ wal entanglements
and excessive financial burdens. It i§ ved,Las™it seems to us with
good reason, that, in the future z‘he.sc, 1ingds &n be greatly increased.

All holders of bonds and stock cfed Fm plan may now deposit
their securities with either of us at“ur , receiving therefor negotiable
receipts, exchangeable al an J t;, e fo da,mzatmiz. certificates.

wowld pay 2 to & per cent. dividend on the,

Securities not dcposiéa@ )Q@\\vzll not be entitled to participate in
tio

the benefits of the rcor_.g‘& ;%

Holders of reca’B@‘of Mercantile Trust Company of New York
for Bonds deposited wunder existing Bondholders’ Adreement of February
19, 1894, are invited, u@ he least possible delay, to signify their approval
of this plan by prodaeng their existing receipts at one of owr offices, in order
that we may sta weh approval thereon. Under the terms of the plan,
the Managers have the wright, which at any time hereafler, in their
discretion, they may exercise, to exclude from the plan any holders of
such receipts who shall not conform to the request to present their receipts
for stamping, as expressly assenting to the plan.

Copies of the agdreement and plan of reordanization are now ready
for distribution, and all security holders are invited to obtain them from
us, as all depositors are bound thereby, without regard to this circular.
They set forth in detail many features which it is impracticable to con-
dense into this circular, but which are of much importance to security
holders.
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We believe that the prompt consummat:& th Q}m will reswlt to
the best interests of all security holders, a il p, ﬁz-z.s- vast property
on a sound and conservative basis.

Any  further information connec witl % reorganization, which
may be desired by security holder, N [l ‘bt@v'nished on application at

any of our offices. &\
)’P @9&4# BAGU
@ \b\ 283 Wall Street, New York.

(06\ \@EXEL § co.,

5 6 dth and Chestnut Sts., Philadelphia.

Q@ DEUTSCHE BANK,
Q Berlin.
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