Peréonal. | June 4th 1898.

C.H.Coster BEsq.
lessrs J.P.Morgan & fo.,
¥ew York City.

@ \\\

1 have this morning raturned 82? oific Coast. Your

Dear YMr.Coster:=

telegram in repard to a dividend o <;5rthe

and unswered from “uford, Inn'm@ {@ows'

fessaj-e received. To rvk é\in 1 dividend on llorthern Pacifie
Common in view of tes&i%h Qﬁen in North Dakota rate case that
lines 1in ‘orth Duk:éeb o8t _1®dss than Thirty thousand dollars a mile

miiht open an atta n rganization-that certainly should be
avoided. 1 fur-taéMH'hal Torthern Pucific commor stock must be
practically retir t tablish Company on sound bacis for divid-
ends. This 1 beliav n he dona throvgh conversion of Tand Grant

cific Common was received

and cancellation b rugtees of Fiftasn million new Fours. Vhile 1

ment. of d1Vid present., So many adverse conditions might
arisc, any one :hich wonuld reduce income, that 1 sincerely urge
that no dividand be considered fTor present. No such important
action shonld te taken solely on Adams' opinion. His knowledge of
sitvation on line 1naufricianf to judge matters of so much import-
ance.,

nm # very large ar of common stock, 1 should rreatly resret pay=
»

1 am very sor-y that there s=ems to be so much lack of appre-

ciation umony many friends of the '"o*thern Pacifie as to the actual

situvation of that Company in regard %o its present heavy carpitalization.

The perding llorth Dakota law suit develoved in the testimony offeraed by’

the Company that its lines in that State cost leas than 3530,000. per
mile. 1 have no doubt as to tha Company's success in the pending law

suit, bhut a case bronght under the Interstate Commerce Law or another



c.l’lqc. o) 2 -

case brought in Yorth Dakota, placing the complaint on the ground of
over capitalization, wonuld be very difficult to defend, even without
pavins any dividend on the Common, and this sitnation would be vastly

agpravated hy attampting to pay dividends on stock %t so far no one

connected with ths Company has heen able ndésghasis of valuation
that will meat the conditions of thﬂé«ﬁio&:@ the fupreme Court in
the "ehraska case. As 1 irtimated ™ th ove messaje, 1 helieve a

*

rlan can bhe worhed out without m@di@:lw to retire nearly if not
quite the whole of the oommonﬁbquké%&ggngh the T.and Grant. This of
course will necessitate sr@%fyi\%\t\ha Trustees of the lortpages.

' This portion of ,hed\@ih-wast has for the last year had an
immensa hoom. The inecre in gross earnings on the Morthern Pacific
can he attribhuted to‘gtﬁgf and to no other cause. The increase in net
samings, or rathﬂ&QSha ralative decrease in Operating Expe:ses, can be
traced 1o batter management. The improved conditiors ‘in the manage-
ment should continue; but there is no certainty that with a peolonged
war, with low pricas for grain, or many other conditions that might re-
tnrn, the Mortharn Pacific could readily he placed where its net eam-
ings ahove its rreferred stock would be very small indeed. Surely, in
view of what has heen done since the re-organization, the ahareholdsrs
have no right to complain and have every reason to be satiafiad.

Mr.Gwinner spoke to me in Berlin, and 1 undo?stood the sugreste-

ion came from MNew York. 1f I am correctly informed, neither the
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NDeutsche Rank nor those it represants -have any interest in. the Yorthern
Pacific common stock, and their only objeet in urging payment of divid-
ands wovld be that sueh paym=nt would fncrease the firanecial siLrength
of the Company and refleet soma beneafit in the bonwhd nraferred
stoclk, 1 do not think it is at all g odﬁlc%}g’ ~1ush the- Company's
finanees in this way. ¥hile 1 have t%Q’n% a)preciation of Hlr.

*

Adams' abllity and desire to carrgy\oit th \uianes of those he represents
N 0 1

1 must repeat that unless the D@tor{ T the llorthern Pacifie have
more and hetlar knowledge thubthg \91 get sitting in the u per story
of a Tew York office, the@%dv e*in such matters should have biut
little welght. The I ﬂ%e%‘%ciﬂc was run from 'few York for the
first year after 1ts «e- vization, and you well know the results.

Speaking foyé@si: and friends who hold independent of any
foraign interest n@y forty per cent of the shares of the Company, 1
heg leave te protest against ill-conzidered action in such important
matters. .

.The Spring in the Morth-West has heen a favorable one, with
plenty of rain for growing crops, although in some portions of the
Dakotas and fTarther West the ground is becominé too dry for the hest
condi ﬁions, while the Eastern districts during the last w el have been
déluged with very heavy rains.

In closing, 1 beg to thank you for your telegram, and feel

that 1%t is dve you that 1 should give you a clear understa ding of the
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situation from the standpé}Q§§hr those whom 1 represent.

é\(\

Yours very truly,





