ifapreh 28Bth 1898.

Arthir Gwinrer Fsq.
fecretury Director, Deutsche Fank,
Rarlin Ge rmany.
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My dear Siri- Q??, .<é}' :

1 expect to sail from New Vork @ he (Y*h of April and to re-
main abroad about two weaks, during "r"Qh tﬁ\e l'iopfe to have. 1.:;e-
pleasure of seeing you in Perlin. ‘\ {\0 3

1 have réfrafned fromerigEgSqn regard ‘o lortharn Pacifie
matiers, as 1 knew you ware Qé?at ,\} adviaeh as %o all matters con=-
nected with that Compan QD’ Th x&?ﬁaral business of the !"orth West has
shown considerable impro mn@%, which is reflected in the sarnings of
the different Railwayvs gsgsgst vear the Yortharn Pacific's loss in earn-
ings was very mnrkﬁd,ﬁésﬁ this year its gain is eqvally marked; and
vhat is more gratifying, the management of the road, although cond:cted
mainly by the same officers, is veré mich more affective and economical.
The praportion of net sarnings is very creditahle %o the officers of
that Company. The inauguration of our method of accounting and se-
curing early information as to the details or'operation has greatly
facilituted the economic operation of the MYorthern Pacifie; and in time,
when it is thoroughly ﬁndarstnod and applied, the result will be still
more gratifying.

Ye find ourcelves able to reduce our cost during the curront
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vear us against the previous year equal to about $1,750,000., and 1 do
not feel that we have at all reached a point where we cannot materially
improve.

Yhen 1 was in New York a few weels ago, *newe was 8 nlan being
considerad for buying the entire land gran® {%*haéyrhom Pacific at
a price that would retirae the TFirst aovt; <§;’of tha old Pompany
1 strongly urged, with both dr.coster<2?p' s and HMr.Melien, 1hat
any such plan should be abandoned ‘ Y 1h£i;€ason that any non-residant
Land Company in the “ﬂthrn ntu}gn HaxS;hwujs found the grantest diffi-
culty in keeping settlers fqz?’aqué?@'nb on its land and appropriating
it to their own use with Q}hpehra*inn. The most notahle case
of this kind was one of“the liest land grants, known as the Des
loines Improvement .‘rr'am,&(\lt. took over thirty ysars litigation and a
great deal of State a ‘ederal legislation before the title was final-
ly recognized, notwithstanding the lands had been ratented to the Cone-
pany by the General Government years hafore; and even now thousands of .
acres of these lands are occupied by farmers who have fina-houses and
farm buildings built on them, and the owners do not dare dispo=sess
them by law.

The Mortharn Pacific Company has, 1 understand, about four
million dollars of land contracts drawing £7 interest, which undovbted-
ly coulé be sold on a fair bacis to realize nearly their par value.

Add to this the proceeds of their most heavily timbered lands in llontana
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and Washington and enongh mon«afr would be realized to retire almost, if
not quite, all of the outstanding First Mortgage Bonds of the old Com~
pan¥,

The raecent deeision of the Supreme Court o§<§¢e Inited States
in the so callad "Nebraska case” is ganeralké}coqiiﬁg%ad a favorable
decision for the Railways. 1t is base ¢?§Qn ja§?ty and justfce to the
Railway Comranies and the public, anQS?olf%b stantially that “tate
Lepislatures cannot fix rates for Qe usg ‘br railway property by the
public that will take from_thaq;;;ivafg>%ha right to earn a fair and
reasontble return upon the _Ja‘§§ he property used by the publie.
The learned .Tudge who wﬁﬁ?} th cision goes on to enumerate saveral
standards hy which the valeng the property of the railway should be
g0 estimnted, which pr-a‘ ally may be summed up in the statement that

s

y is the amount of money honestly and infelli-

the walue of such prop
gently spent in the construction of the property and the cash cost of
parmanent improvements and additions thereto.

= There is at present a law suit being prosecvted by the State
of Morth Dakota against the Rallways, seeking to compel them to reduce
their rates materially below the prerent tariffs. Yhile our Company
has no diffieunlty in showing the low cost of its railroads, as represent
ed by its stock and honds, our Counsel, in connection with the Councel ‘

of the ‘'lorthern Pacific, has had the very greatest *trouble in meeting

A’-; question for the Northern Pacific, and in fact they are compelled



to aveid the qestion entiraly if it caﬁ he done. When the present
Chiaf “niinser of the lNortheam Pacific, I--T;-.I-'iclienry, was cnlled upon to
firnish & statemsnt as to what the Uortharn Pacific road did cost to
construet, or what it could be constructhad for ét *ng\Freqaw' time, or
what was a fair estimate of such con**vnc*téﬁ, ha ced tha Tipuras
at. 836,000, or %40.000.-P@r mile. Tﬁiazﬁe qqfflfar of covirse made him
an imposrible witness f‘oF the t‘omna% n ’!’3?“5' to justify a capital-
ization of stock and honds of $F6£§k) qﬁ? 000. per mile.

In this partieilar la} su.ié‘? taink that the f\"m-nevs will
be ahle to defeat the affo anf 3 >tu*e to reduca ratas without exs
posing the qestion nf%’éé éﬂfion of the Northern Pacific; bnt

while thiis may he so, ever¥/fime the same gquestion is tried the lawyers
q

e

rapresenting the Stat ‘@1 _know more and more of the actual conditions
affecting the remalaﬁt of ratas, and aventually it will be difficult
to avoid teving the guestion of total capitalization as comparsd to the
valve of the proparty. In view of t‘rzis,' 1 think that altogether thne

wisest crurse the ;forthﬂm ‘!’si.cific Nompany could pursue would be to fix
what I.’!i;'_‘,h:t‘ be considerad aimprica on its lands, and to accapt in pay--
ment therefor the Common Stock of the Company at par. Under this ar-

rangement lands selling at 3. par acre wounld cost the purchaser 90f¢ per
acre in cash, provided he tought 'orthern Pacific Common at 30, and the

hroad area of cheap semi-ar~id lands 'hatwae'n the Missouri River and the

Columbia might be sold for a price averaging $1. an acre, which would



cost the purechaser zay 3064 or 354 to pay in Common “tock at par. Vith
the entire land prant b;inging an average of 51.50 per acre, or for

say thi "ty million acres $45,000,000., thnré conld bhe retired forty
five millions of the Common Stock which would reduce the capitalization
of the Company over $10, 000. par mile and h: \@ 1t®* neurly in line
with that of othar Companies occupying *} Ve&* of Chicago,
most of which linaw dn not exceead 4Q<§b0 cﬁ%ile.

: The decision by the qupgesp Co&ﬁ?’of the United States is s0
racent that the conditions laidtjownqb »ain are not pwnwruT'j under-

stood hy the lagal frafevn1Qz§?f ﬁé?\coun'ry at large, bvt 1 feel very

confident that strong efﬁ 6& be made by all the Legislatures to.

énﬁtinna, as far as they po ly cang the control of railway rates, and
inasmich as the Supraﬁ&<g§;>t hac decidaed that railway nroper-tiy is en- .
titled 1o tha same p ction accorded to other property and Lo reason-
able compencarion for the use of such railroads by the fubiic, fixing
" the standard of valua on the basis of a fair return on the actial value
of the rroﬁerty used by the ﬁvblic. the Lepislatures will be drivén to
the conridnration of the capitel gquestion as the asagiest means of se-
¢ ring-1he object ;hey have in view,

. 1t is difficult for people living in the Xast to realizge the
vital importance of these ﬁuastions to the railways, and 1 have never
realized how little the avera;e Fastern Director appreciates the re- _

aponcihility of such law suits as muech as 1 have d ring the péesent
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contest with Torth Dalota, where practically the whole question as it
affects the "orthem Pacific has baan Left.to the Counsel, who is not
fkilled either in traf'fic rates or'tha principles upon which Lhey are
made. :
1f the Northern Pacific land grant<é&h h&gg;sh to raducq iLs
capital from $10,000. to 515,000. a mile, ﬂég? tage to the Company
will be sevaral timas grénte" than aq{fZQQLHXQ it might derive £ ~om
devoting the lands to either ordina ‘\\i:-i\@(b;:r any other purpose 1 now
think of. The retirament of 8051&]!’:{’?%@ amount .of capital would great-
ly enhance the value of the in&&,\\cnpitrll, and it might notlhe dif-
ficult to find a way to %@aia\%e sharas of one class. In othar
words, %0 make it all P:braziga or all Tommon, as might'bpat suit the
interests f).f the Gompany(\o
N
However, 1 not occupy your time longer in discussing

this, but hops to have thae plsasure of considaring it with you during

my Lrip abroad.

Yours very truly,





