Personal, : Augvst 2nd 1398,

J.Pierpont Hovggn ns8q.
PFroud snd Wall Streets, i J

ew York fity. ' KGJ X Q\%
Daar Hr.Morgan:e {Q

The recent decialon of JhuAQEQZ' cipnf the United fltntes
Court in So' th Makota, in whieh h ssha dqég}éﬁ that 1,101 miles of tho
Chicago, lLilwsukae, and_ft Pan '; Ru&ééS;'in thut Ttate which is bondsd
at 317,509. a mile as abowncgy th “ééklcerz of the Company and estimates
of the Chie” Bnginear, géa\grgk' eamings of which in five vears ending
June 30th 1807 ware ﬁ%;aiy 8,000,300, less than the operating expensas
und intarest on the hOnwESZhab nns fixad the value of this property at
$10,000,090, or aton ,000, per mile, or a 1iLtls more than one-half
its bonded debt. The case was ndmi*ably tried by the Lawvara of the
8t ﬁaul Company asslisted by those of all the othar laading Companias,
and all Lthe lawyers engaped, ns well as everybody alse, believed that
the 9t Paul ompany would maiptain its capi;nlizncion. *he cuase has
bean appoealed to Lthe Suprame Court of tha United States.

The *qrhh Takota case hds_nob vet hoen fully tried. in that
capg the capitzilzatien of the Yorthern Pacifie in Yorth NDukota, includ-
Ang 1ts terminals and proportion of squipment used in the business both
within: the State and &n 1nt§rstaze tratfic :o'&nd from llorth Dakota, was

fixed by the officers of the Company at 328,000, per mile. In view of



& J-pogo 5 3 -

this situation, 1 deem it my duty to again eénll your astention most
gnrnaszly to the sit.ation of the Yortharn Pagifile Qompany with refer=
ance to ius prmsanﬁ enormous caplital of about $68,000. n mile. Evary
day increases the raasons for redicing tnis qggitula(é%d 1 feal thet if
it is not done within a reasonahbly short h.@ it éﬁ‘ba €0 late that the
benefits of such raduction wll; be gr ¢Zy 1n6§§3§d. 1f n friendly
f.‘onr.t should hold that the !Tovth-*m@ 1‘!‘! pital, upon ' which 1t might
be allowed %o earn a fair returng w.s_% 290, n mile, there would ha no

reasonahle prouna for Cindin ;>ﬁ1t<§;!h the opinion of the Court; and

the Aitorneys, no mzdtﬁ:‘&"@) Ln% iight he, could not suceansfully ocppose

sieh a finding, and € (N anw rond would have %o ndmit that the
e

Court had gone as far as 1@5 1 truth and falmess it could ro. This
woluld destroy over 313QS§§B,OOO. of ths present capital of the Yorthern
Pacific, or the antfgssﬂomnon Atock and over one-half of the Preferred.
Ve cannot sit down with the assmurance %hat the Oounsel ean take care of
these mattars in the Court, or that the Qonursts will shelter the Raile
roade to an unrassonnhle rdegrae in order o prarerve thelr eapitxl,

Judge Carland, st the tinme of his arpointmant, was considered the most

- favorable salection that could he made in South Dakota for corporations,

and has slways besn considered a respactable lawyer and n r&ir Judpe .
Yow aftar months spent in trying the eass, with all the combined talent
of all the Railroads, ne has decided s¢ advarsely that if his decision

ntanda,ihe i1lwa.kea and 5{ Payl investment in South Nekots is practical-
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iy wiped ont, Th'a orly way that 1 can see to preserve the YNorthern
Puciflc is to reduce its pregent cnpitu; stock by every means within
reﬂch.l Any plan that will do this 13 astended with mo"e or less diffis
euliy; md 1 am, sz 1 promised you in New “’or@wc*i@s& on & plan which
1 hope will he Teasible and at the same i “af

The Compuny huas had r *ma"""hQ(azc during the vast rear;
arid while the crop outlook is gzood re b many favoraple conditions
which exinted last year which wg\z\ st. dur- ng the present yqar.
1 have talkord this matthr ove%.; @deal with Hr.iiellen, und 1 think
ha-ial greutly impressed w. 61“(8"“ ortance. Still ¥Mr.Mellen has been
here so short a time fﬁgb‘it.& ifficult for him 10 ~salize fully the ’
magnitnde of the f!unsra- ﬂ sevan States botween Lake Supericr and
*tha Pacifiec O¢ean, ‘1 which the Nprthern Pacific and Oreat Yortharn
both run, ars pracsically all aspniled by railround consiruetion far in
advance of what 1s actnally necessary, snd they have come to think that
the rallroads are making enoemous profits out of the construction of row
lines. With » setilement, which 1 hope will zoon be made, batwean the
0.R.& . and the '!or'*.harn Paeifie, and closer unification of the intere
ests of *he ortharn Pucific and Oreat !lortharn, the race for railroad |
conelriction and over-reashing each other by the diffsrent Compz;mias
shonld be at an end; and lat the di‘f’t'e.-‘am. communitier learn to use the '
railrondd thay have fairly and reasonably before thay sucoeed in getting

additional milenge or more investments. 1f it is once under'_stood that



J.Poﬁo o 6 sy

no rallvays will he bhuilt or undartuken unless thewre i n cortuinty of a
réssonnhle roturm on the money invested and the various cormunitiss dee
giving railwnys are Porced to rsalize this coridition, public gentiment
will take an entirely di{ffarent tum and rail&;ya wh{§§occup; o oifrarant
rosition from what they do at present fmmnqgﬁ m ca in trving Lo oce
enpy torritory, (b.Q %O

The Toptharn FPrnpific s“nﬁ{&fth ué?!r any ecircumstances pay
any dividend on its Common q*ncr\z\ltsﬁ\oren* equipment standn on its
books ot $11,000,000,, while iab ;fégﬁe valug ie not to exceed
$7,000,ﬂﬂﬂ The sqg lpmﬁr sreat Tortharn, which is fully equul
to that of the Yarthe nqészr stands on its hooks at 354,000,000,

The Wortheen Precifie 0 $HE£2%h0“ll cut of its preczant year's earmings,
vrite off af least 31 QS§SBOD. of ite agoipment, Muring the rc-urgun-
iza*ion smell old L) nes were valucd at $5,000. anch, which are now
bning abandoned and thrown inte the serap nile to he sold bty tha pound
for about e many hunde:d dellars ensh.

1 am gzoing West to takas ovsr the Spokane Palls and Yorthem,
and hops Lo 0 soma work on =y plan of raduction. 1 expect to be in
Mew VYork hefore tha lgsa of the present month, nnd %o he able to lay thh
matter haTore you.

In elosing, lo% me assurs you that I do not feel mat all panicky
on tha subjact, At the e time, 1 daairé L0 approach it without dee-

c§1V1nﬁ 8ithar vou or myself, snd 1 feel certaln that urless some rian
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of the kind ias sdopted, tha Hoi'tham Pueifis will meat with 5 disastor

that willl he very humiliating to all conecearned.

Kindly treat this letter ms confidential, and 1 will be rlad
Lo digcusse .H. Tully wish you when 1 seae vouKG.) 2 é\'

Yours v§,§.‘





