AUDITOR'S BULLETIN No. 10.
September, 1804.

Seattle, Lake Shore & Eastern Railway Co,

REORGANIZATION COMMITTEE

OF THE

NORTHERN PACIFICRAILROAD COMPANY.



SEATTLE, LAKE SHORE & EASTERN RAILWAY CO.

This Company was originally chartered on April 28th, 1883, and it now extends between the points
named in the State of Washington.

Seattle to Sallal via Snohomish or Woodinville Junction. .. ......vuuetiiiinnneeeeeannn. 63.25 Miles.
Snohomish Junction to International Boundary Line.........vueveinennenninnnnnnnnnn. 1oz;28 ¥
Spokane Falls connection track and Spokane Falls to Davenport on the Central Washingtc{.l

Railroad of the Northern Pacific Railroad . .........oviiiiinieuenneenennns & ., 50.05
Gman LINE To0p: i ci s s aicase sy o s e e e e sl ¥ S @ RIS 1 SR

ORI OnI By BEANCRS e s s cmmrable: sy S e s e s @ ...... ® i (200
BN B (o) n srereies e e s B I ro e sy Q ...... 0 ........ 0ol
TTefence Braneh oo o el i e ieaems salya Latatale s et i % 2084

Huron Lumber Company Branch ...................... Q ...... \ .............. 200 “
MVINSOT Branchii o st st e p e rt sl s s o Q% ...................... 2.00

Coal and Iron Company Branch. c..oovvvveienna .. \ R s
Blackman's: SIAME ¢ . wods s sl oes s ssmiomn o) -~ é .................... 20 “
Total mileage ........... >‘ e é& ........................ 227.03 Miles.

Mileage is now stated to be 227 miles 15 feet,
8 7

Line of the Northern Pacific Railroad 420 mil istant from the other section of the Seattle, Lake Shore
& Eastern Railway running northsfrémpSeattle
A First Mortgage at the of $2 per mile was placed on this road on August 10th, 1886,

and under it, to date, the bonded debt '@.675,000, being at the rate of $25,000 per mile on 227 miles,
Interest, which is at the rate of 6 p&@t, is payable February 1st and August 1st. Principal matures
*

August 1st, 1931.
A Sinking Fund, base@per cent. of the total Mortgage, began to operate on August 1st, 1891.

CapitalsStocle At orIZedaWART F70es Vs Sins oiv) win 3 E s oA atonokreialetesiatomisista otter s ofazessrells $15,000,000
in shares of $100 each. Of this there has been issued a total of . . ... .oovvuinnuinun... 4,150,000

By an agreement the Bonds are guaranteed as to principal, interest and sinking fund by the Northern
Pacific Railroad Company.

I find an agreement dated June sth, 1890, between Messrs. Logan, Christian and Armour and the
Oregon & Transcontinental Company, concerning which the Executive Committee of the Northern Pacific
Railroad Company took action as under on June 5th, 1890.

The President submitted a form of contract between T. M. Logan, E. D. Christian and H. O.
Armour, acting individually and as Trustees, of the one part, and the Northern Pacific Railroad Company,
of the other part, and strongly urged its adoption.
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Whereupon, upon motion duly made and seconded, it was

Resolved, That the President be and hereby is authorized to execute the said agreement, which is
as follows :

AGREEMENT made and entered into this fifth day of June, 1890, by and between Thomas M.,
Logan, Edward D. Christian and H. O. Armour, individually and as Trustees, under an agreement dated
the 2oth day of February, 1890, hercinafter referred to as parties of the first part, and the Oregon &
Transcontinental Company, as party of the second part.

Whereas, On the 2oth day of February, 1890, certain stockholders of the Seattle, LLake Shore &
Eastern Railway Company entered into an agreement for the deposit of capital stock then owned by them
and to which they might thereafter be entitled of the Seattle, Lake Shore & Eastern Railway Company,
reserving the voting power on the said stock to the parties of the first part hereto, the said stock being
deposited with the Manhattan Trust Company, which issued its certificates to the various depositors,
certifying such deposit under the terms of said agreement;

And, Whereas, There have been or will be deposited under the terms of said agreement more than
a majority of the capital stock of the Seattle, Lake Shore & Eastern Rall\ﬁompany, the sale and dis-
position of which the parties of the first part claim the powe %mtrd % o be able to sell and deliver
to the party of the second part a majority of the whole o cap:t of the Seattle, Lake Shore &
Eastern Railway Company that has been issued, and t! ill b o ding when the railway of the said
company shall be completed to the international @ r%twcen the United States and British
Columbia;

And, Whereas, The party of the SECU‘\\QI’t is d@s of acquiring said stock, and the parties of
the first part of selling the same.

Now, in consideration of the premis and sum of one dollar by each of the parties hereto to
the other paid, the receipt whereof i lvereb @. vledged, and of other valuable considerations, the
parties hereto have covenanted a ag ced hereby covenant and agree as follows:

First—The party of tl @grces to purchase not less than a majority of the capital
stock of the Seattle, Lake Shog
the said railway shall b

ern’ Railway Company, as the same may have been issued when
}lctcd boundary line aforesaid, and it agrees to accept the delivery of

1uch more than a majority as the parties of the first part may desire
to deliver, not e\ce:.d how, ém the aggregate more than stock to the extent of three million one
hundred and sixty-four thc& six hundred dollars ($3,164,600) par value,

Second —The pa

not less than such ma

he second part agrees to pay for the said stock and the parties of the first
part agree to accept \g ve dollars per share for each share of the par value of one hundred dollars,
which sum shall b by the party of the second part to the parties of the first part as follows: Two
hundred and fifty thousand dollars on the first day of July, 1890, with interest from the 23d day of May,
1890; two hundred and fifty thousand dollars on the first day of September, 1890, with interest from the
23d day of May, 1890; two hundred and fifty thousand dollars on the first day of November, 1890, with
interest from the 23d day of May, 1890, and the balance, with interest from the 23d day of May, 1890, on
the first day of June, 1891, or sooner at the option of the party of the second part, the rate of interest
being 6 per cent. per annum.

Third. —The parties of the first part will deposit with the Farmers’ Loan and Trust Company, of
the trust certificates issued by the Manhattan Trust Company under the terms of the said agreement of the
20th day of February, 1890, such a number thereof and to such an extent as will represent at the time of
the completion of the said railway to the boundary line aforesaid, at least a majority of the capital stock of
the said Railway Company then authorized to be issued, such deposit to be made on or before the first day
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of July, 1890, and the parties of the first part shall be at liberty to deposit trust certificates to an extent not
exceeding three million one hundred and sixty-four thousand six hundred dollars ($3,164,600) in par value
of the stock of said Railway Company, and certificates representing at least a majority shall be deposited on
or before the first day of July, 1890, and at the option of the parties of the first part additional certificates
representing the maximum hereinbefore provided shall be deposited up to the first day of August, 18go.
It is understood that the certificates of the Manhattan Trust Company referred to in the above clause
includes the certificates based upon orders upon the Construction Company for stock, as well as the certifi-
cates representing stock actually deposited by the subscribers; and it is further understood that there shall
be at all times while this agreement remains in force at least a majority of the capital stock of Railroad
Company for the time being issued in the possession of the Trust Company. Should any certificates be
tendered for deposit under the terms of this agreement after the first day of August, 1890, it shall be
optional with the party of the second part whether the deposit of the same shall be accepted or not, and
all certificates so deposited are expressly made subject to the terms and conditions of this agreement. The
said trust certificates shall remain deposited until the time fixed for the final payment of the purchase price,
and until such final payment the same shall not be withdrawn, but the title thereto shall remain in the
parties of the first part, and the voting power upon the stock represented by thé¢ certificates is
expressly reserved to the parties of the first part until the time of the‘ 1 pm&ercinbefore pro-
vided for. %) (T;)\

Fourth.—In the event of any default by the party of th %nd : Q payments which may
theretofore have been made by the party of the second part shall hefo feitt&?t e parties of the first part,
and at the request of the parties of the first part the Farnigs’ Loand"Trust Company shall, without
further notice to the party of the second part, sell and dispese of the.sy _
title and interest of, in and to the stock of the Railya Co
private sale, applying the proceeds, if any, to the payment g ~the sums herein agreed to be paid by the
party of the second part; should any overplus b%ond such egmtract be realized upon such sale, the same
shall be paid to the party of the second pager Shoul ’ﬂ;\mﬁe any deficiency the parties of the first part
may recover the same by action at law or @%&'ise. \?\

Fifth.—The sums of moneyﬂhﬁﬁu provig}eg__to be paid shall be paid by party of the second part
to the parties of the first part, the ; et ipt of ajﬁ;lbﬁty of whom shall be evidence of payment, the parties
of the first part assuming to dis iBute thq,a.tﬁg}eys to be received by them to those who may be entitled
thereto. -’

Stxth.—The party of the sctg&ﬁi{d agrees to purchase and take an assignment of all the indebted-
ness which is now due or owing, qr which may be or become due or owing, from the said Railway Company
to the Seattle and Eastern Co ;h@tion Company, before they shall be entitled to the delivery to them-
selves of the said trust certi or the said stock or any part thereof. A schedule of such indebtedness
is hereto annexed, marked “ A."”

['trust certificates, and of all right,

represented thereby, either at public or

Seventh.—The party of the second part further agrees to pay a fair and reasonable sum to the Con-
struction Company for all maps, plans, profiles, field notes, filings, surveys and gradings of the proposed
lines of the Seattle, Lake Shore & Eastern Railway in what is known as the Big Bend Country in Eastern
Washington, and from the eastern end of the Seattle, Lake Shore & Eastern Railway in King County to
what is known as the Denny or Kirk Iron Mines in or near the Cascade range of mountains, as to the lines
which have been run over what is known as Cadiz Pass in the Cascade Mountains, provided, however, that
the whole sum to be paid shall not exceed forty-five thousand dollars. Provided, further, that this article
shall not apply to any constructed road or roads to be constructed under this agreement; nor shall it apply
to any surveys in the Snoqualmie Pass or in the Yakima Valley; and should the Construction Company
and the party of the second part be unable to agree upon a fair valuation as aforesaid, then the valuation
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shall be fixed by an engineer appointed by each of the said parties, and in the event of their failure to
agree, by a third engineer to be selected by the engineers first appointed as aforesaid.

Eighth.—The parties of the first part obligate and pledge themselves to use their best efforts to
obtain the abrogation or modification of an existing ordinance of the City of Seattle which requires the
Railway Company to build through the Snoqualmie Pass before a certain date fixed therein.®

Ninth.—The parties of the first part agree to cause the railroad to be constructed north from the
present terminus near the south bank of the Stiliguamish River to the international boundary line by the
Seattle and Eastern Construction Company, in accordance with the specifications furnished and attached to
this contract. Should any dispute arise as to the proper construction of the railway to that point under the
said specifications, the matter shall be referred to the respective engineers of the companies, and if they
should fail to agree they shall refer the matters in dispute to another engineer to be selected by them, and
the decision of such third engineer shall be final, and it is agreed that such construction to the boundary line
shall be completed on or before the first day of June, 1891.

Tentf—The parties of the first part agree to turn over, on the 25th day of July, 1890, to the party
of the second part such portion of the railway of the Seattle, Lake Shore & Eastern Railway Company as
shall then be constructed, and from time to time thereafter wmtil the co tion of the railroad to the
boundary line, such further sections, of not less than five miles %a[l @y for operation, and the party
of the second part agrees to accept and cause to be opera @e same,

The portions of the railway so turned over to b ate @e party of the second part until the
final payment, at their own cost, risk and expe e eral control of the property shall remain
vested in a Board of Directors to be elected b Qrtles e first part, and the title to the said railway

shall, in all respects, remain undisturbed untj paym ll have been made by the party of the sec-
ond part. Provided, however, that said ‘of D shail during the existence of this agreement,
pass all resolutions requested by the rty of*the 5 part necessary to enable said party of the second

part to operate said road, and to comp \ﬁlth th% of the State of Washington in relation thereto, and
the said board shall take such ste it m vised by counsel are requisite and necessary to obtain
from the State of Washington ght, tifl€ and interest which the said State has in the tide lands or shore
of Elliott’s Bay now occup® claimer said Seattle, Lake Shore & Eastern Railway Company, and do
all such acts and take all steps necessary to protect and perfect the riparian rights of said road.
Provided, further, that aid b 1all not permit or allow any of the capital stock to be issued except as
provided to be issued for th ruction of the West Coast Branch to the international boundary line, or
the debts or liabilities to b :FEased except as may be incurred from the operation of the road during the
existence of this agreementhdr such as may be necessary to provide for the interest on the bonded debt, with-
out the consent of th y of the second part, except under and in pursuance of the provisions of this
agreement; and thégaid Board of Directors shall not, during the existence of this agreement, declare any
dividends on the stock of said company or in any way distribute the net earnings thereof.

Lleventh.—On or before the 25th day of July, 1890, the party of the second part will obtain an
agreement from the Northern Pacific Railroad Company, by which the said company shall agree to
guarantee the payment of principal and interest of all the bonds which may have been issued, or which
may thereafter be issued, by the said Seattle, Lake Shore & Eastern Railway Company, and to guarantee
that the amount provided by the mortgage securing the said bonds, and dated August 1oth, 1886, be paid
into the sinking fund from time to time shall be actually paid, and the party of the second part agrees to
procure such guarantee of the Northern Pacific Railroad Company to be stamped or engraved upon the
bonds of the said Seattle, Lake Shore & Eastern Railway Company, to the extent of its railway as the

* I cannot find any abrogation or modification of the ordinance of the City of Seattle requiring the Railway Company to build through
the Snogualmie Pass.
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same may be then constructed, on presentation at some place to be designated and made known by the
party of the second part; and accordingly as the said road shall be constructed and new bonds issued
thereon, the said bonds shall be stamped as aforesaid, it being understood that bonds to the extent of
twenty-five thousand dollars per mile may be lawfully issued by the said Seattle, Lake Shore & Eastern
Railway Company, and the bonds to be stamped are to be to that extent.

The form of the said guarantee is to be as follows:

“For value received, the Northern Pacific Railroad Company hereby guarantees the semi-annual
payments of the interest on the within bond as the same shall become due, and also guarantees the pay-
ment of the principal thereof when the same shall become payable.”

Twelfth.—1t is further understood and agreed that if the construction of the West Coast Branch to
a connection with the Canadian Pacific Railroad at the international boundary line shall not be completed
within the time specified, then the party of the second part shall have the right to take possession of the
said West Coast Branch and to complete the construction at the expense of the said Seattle and Eastern
Construction Comany, the latter company receiving the securities to be issued thereunder when and as
completed, upon paying the actual and reasonable cost of said construction.

IN WITNESS WHEREOQF, the parties hereto have herecunto set th%lands anﬁ&s the day and

year first above written :
Q? _ [SEAL]
ﬁusnxm [sEAL]
Q MOUR [sEAL]

THE OR & pil CONTINENTAL COMPANY,
[SEAL] &\ By H. VILLARD

Attest - B = 6\00
EDWARD EDES, 6 %\
Assistant Secreta@

(€2 -
N

@ EXHIBIT A.

Preszdmt

*
Amount cash advances as of ApgilNgoth, 1890, by Construction Company to Railway Com-

pany INew Y ork off cENMS e e ars i el a e L oo e St s siaielais e $64,723 79
Surplus equipment furnished Railway Company by Construction Company as of April 3oth,

1 O YR SRS S AR 153 ey D et Gl e AL e e, S B S S g SR 133,703 16
Tnterest pald on N ote IO OO O e e s el e imambinl el (L il 1 e (s e 0 2092 87
Paid in May, 1890, to Pullman on account of equipment......c.cviviviininiiinsaninnss. 10,000 00
Interest 10 De @ATUSTEAL i i seis s ieiatansis misisns iarscalesi st e s b al sl ecars srarareon #is aletn sierorsneiy) |« Hapsiainiera
Amount still due Pullman on equipment already delivered. ... .ooiiinniainianniain.. 26,081 50
Contract with Pullman Palace Car Company for 50 new flats at $440.64 each............ 22,032 00

b TS I S e L N e I N e e i $256,833 32
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On June 6th, 1890, the Board of Directors of the Northern Pacific Railroad Company took action
as under:

Whereas, By an agreement dated the fifth day of June, 1890, entered into by and between Thomas
M. Logan, Edward D. Christian and H. O. Armour, individually and as Trustees, and the Oregon &
Transcontinental Company, the said Logan, Christian and Armour agreed to, and by the terms of said
agreement, did sell to said Oregon & Transcontinental Company a majority of the stock of the Seattle,
Lake Shore & Eastern Railway Company ;

And, Whereas, Said sale so as aforesaid made of said stock was so made at the instance, request and
for the benefit of the Northern Pacific Railroad Company, which said last named Company is to operate
said Seattle, Lake Shore & Eastern Railway ;

And, Whereas, By the terms of said agreement, the said Oregon & Transcontinental Company
stipulated that on or before the 25th day of July, 1890, it would obtain an agreement from the Northern
Pacific Railroad Company, by which said Company should agree to guarantee the payment of the principal
and interest of all the bonds heretofore, or which may hereafter be, issued by the Seattle, Lake Shore &
Eastern Railway Company, to the amount of twenty-five thousand dollars (principal) per mile, under the
mortgage of the said Company dated August 1oth, 1886, and f her that s orthern Pacific Railroad
Company should guarantee that the amount provided by the ortg curmg said bonds should be
paid into the sinking fund of said Seattle, Lake Shore & rn Rall@ ompany from time to time, as
provided in said mortgage; and by the agreement a d tl Orcgou & Transcontinental Com-
pany agreed to procure such guarantee of the %P
graved upon the bonds of the Seattle, Lake Sh h%asﬂ:m ilway Company to the extent of its railway
as then constructed, on presentation at somias to b nated and made known by the said Oregon
& Transcontinental Company, and accordm‘% the smd* ttlc, Lake Shore & Eastern Railway Company
should be further constructed, between the “Stiligu River and the international boundary line, and
new bonds issued thereon, said bonds 1ssuegh d be stamped as aforesaid, it being understood that
bonds to the extent of twenty- ﬁ@’, housan?&g rs per mile might lawfully be issued by the said Seattle,
Lake Shore & Eastern Railwa ipany, e said Oregon & Transcontinental Company agreeing that
the said Northern Pacific %bad C any should guarantee and stamp bonds for said Seattle, Lake
Shore & Eastern Railwa pany, ?extent of twenty-five thousand dollars per mile of road con-
structed and to be cons ed as fgusaid :

And, Whereas, ?\vas aor by the written agreement aforesaid that said guaranty should be in
form as follows: ?

“For value received)the Northern Pacific Railroad Company hereby guarantees the semi-annual
payment of the in er&nn the within bond as the same shall become due, and also guarantees the pay-
ment of the princi;ﬁi&%ﬂcof when the same shall become payable.”

Nozw, therefore, this Agreement, made and entered into this sixth day of June, 1890, by and between
Thomas M. Logan, Edward D. Christian and H. O. Armour, owning bonds of the said Seattle, Lake Shore
& Eastern Railway Company, both individually and as Trustees, and acting upon their own behalf as well

acifi Iroad Company to be stamped or en-

as in their capacity as Trustees, and for their own benefit and for the benefit of all persons who are now
holders of, or who may hereafter become holders of, the bonds heretofore, or which may hereafter, be
issued by said Seattle, Lake Shore & Eastern Railway Company, parties of the first part, and the Northern
Pacific Railroad Company, party of the second part.

Witnesseth : First—That, in consideration of the premises hereinbefore recited and of the sum of
one dollar to it in hand paid by the parties of the first part to the party of the second part, the receipt
whereof is hereby acknowledged, the said party of the second part does hereby covenant, stipulate and
agree that it will and does hereby guarantee the prompt payment of the interest as the same matures and
of the principal at the maturity thereof, of all the bonds heretofore issued by the Seattle, Lake Shore &
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Eastern Railway Company as described in the mortgage heretofore made by the Seattle, Lake Shore &
Eastern Railway Company to the Union Trust Company of New York, as Trustee, bearing date the 10th
day of August, 1886, and also all bonds which may be hereafter issued by virtue of the provisions of said
mortgage, not exceeding, however, an issue of said bonds at the rate of twenty-five thousand dollars per
mile of railroad hereafter constructed, between the Stiliguamish River and the international boundary
line, and at the same rate per mile for the newly constructed road of the West Coast Branch to the south
bank of the Stiliguamish.

Second.— And said party of the second part further agrees with said parties of the first part that it
will guarantee the prompt payment into the sinking fund of the said Seattle, Lake Shore & Eastern Railway
Company of all sums on bonds issued and to be issued as aforesaid for sinking fund purposes required to be
paid by the terms, stipulations and conditions of said mortgage or deed of trust dated August 1oth, 1886,
and hereinbefore referred to.

Third.—And said party of the second part further stipulates and agrees that the form of the guar-
anty to be stamped or engraved upon the bonds of said Seattle, Lake Shore & Eastern Railway Company
shall be as follows: \

“For value received, the Northern Pacific Railroad Company hereby guarantees the semi-
annual payments of the interest on the within bond as the same lﬁeco‘@, and also guaran-
tees the payment of the principal thereof when the same shall @me payéble

and will cause the guaranty to be properly signed by one of its e ve o @

c'. authorized so to do.
Fourth—And said party of the second part further c? , dgre stipulates that it cause the
ed

said guaranty in the language aforesaid to be stamped or engr upo \Q’: bonds of the said Seattle, Lake
Shore & Eastern Railway Company heretofore issued, %esenté@( each or any of said bonds for
the purpose aforesaid at the office of the party of th%% partéi& e City of New York, and that upon
all bonds which may hereafter be issued by said Seattle, La ore & Eastern Railway Company upon
newly constructed road of the West Coast Branch %he so,u ﬁt of the Stiliguamish and upon road to

be constructed between the Stiliguamish River. and national boundary line under said mortgage,
dated August 10th, 1886, it will cause in li v%énner id guaranty to be stamped or engraved thereon
and duly signed by one of its officers sp{ahtRorize do when presented to it for that purpose.

In witness whereof, the part the first’ hereto have hereunto set their hands and seals indi-
vidually and as Trustees, and the@ of t second part has caused these presents to be signed by its
President and its corporate seal to be herem xed and attested by its Assistant Secretary, the 6th day of

June, A. D. 189o0.
o

- T. M. LOGAN. [SEAL]
N E. D. CHRISTIAN. [sEAL]
\& H. O. ARMOUR. [sEAL]
T. M. LOGAN,
E. D. CHRISTIAN,
H. O. ARMOUR,

As Trustees,

: NORTHERN PACIFIC RAILROAD COMPANY,
[sEAL] By T. F. OAKES,

President.
Attest :
GEo. H. EARL,

Assistant Secretary.
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In making reference to this contract, which was transferred to the Northern Pacific Railroad Com-
pany, as stated hereinafter, I shall in future not make mention of the Oregon & Transcontinental
Company as a contracting party, but will refer to the Northern Pacific Railroad Company as the con-
tracting party.

On June 19th, 1890, the Board of Directors passed the following resolutions :

NORTHERN PACIFIC RAILROAD COMPANY,
BoARD OF DIRECTORS,

June 19th, 18g0.

On motion of Mr. Rolston, duly seconded, it was

Resolved, That the action of the Executive Committee in authorizing the President to execute for
and in behalf of this Company the agreement fully set out in said commlt eﬁeport, this day read to the
Board, between Thomas M. Logan, Edward D. Chnst:an ‘%\@4 of the one part, and this
Company, of the other part, be approved and ratified.

The Chairman then laid before the Board an agr wln been entered into by the Oregon
Transcontinental Company on the 5th day of m request and for the benefit of this
Company, with Thomas M. Logan, Edward D@mstaan-1 nd~#. O, Armour, for the purchase of the
majority of the capital stock of the Seattle,;% hore @&stern Railway Company, at a price equal to
$45 per share for each share of the par va \g 100 paid for as follows: Two hundred and fifty
thousand dollars on the first day of ]uly,‘&go two \ﬁdred and fifty thousand dollars on the first day
of September, 18go; two hundred aﬁd{lf}y thou ollars on the first day of November, 1890, and the
balance on the first day of June, 1891w1th t from May 23d, 1890, on the amount of each payment,

at the rate of 6 per cent. per ﬁ:@
On motion of Mr. R ,duly econded, it was

Resolved, That tl @ompanmﬁke an assignment from said Oregon & Transcontinental Company

of said agreement of 5th, W&nd assume all the covenants and agreements therein contained to be
performed by the Oregdn & nscontinental Company, and upon such assignment being executed and
delivered, the President of Company is authorized and requested to make the several payments pro-
vided in said agreemen be made by the Oregon & Transcontinental Company.

On mono:@ olston, duly seconded, it was
Resolved, That the action of this Company as authorized by the two preceding resolutions shall be
taken in such form and under such instruments as shall be approved by counsel of the Company.

On June 23d, 1890, the contract was assigned to the Northern Pacific Railroad Company, as appears
below.

KNOW ALL MEN BY THESE PRESENTS, that the Oregon & Transcontinental Company, for and in
consideration of one dollar, and other good and valuable considerations, the receipt whereof is hereby
acknowledged, has sold, assigned, transferred and set over, and by these presents does sell, assign, transfer
and set over, to the Northern Pacific Railroad Company, its successors and assigns, to its and their own
proper use and benefit, a certain agreement for the sale of at least a majority of the capital stock of the
Seattle, Lake Shore & Eastern Railway Company, made and executed by Thomas M. Logan, Edward D.
Christian and H. O. Armour, individually and as Trustees, to the Oregon & Transcontinental Company,
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dated the fifth day of June, 1890; and also all the rights, powers, privileges, options and benefits granted
to or acquired by the Oregon & Transcontinental Company under said agreement; the Northern Pacific
Railroad Company agreeing, in consideration of said assignment, to perform all the covenants, agreements,
promises and stipulations contained in said agreement to be performed by the Oregon & Transcontinental
Company.

Dated June 23d, 18g0.
OREGON & TRANSCONTINENTAL COMPANY,

[sEAL] By CoLGATE HovrT,

Vice- President.
Attest :
EpwaArD EDES,

Assistant Secretary.

NORTHERN PACIFIC RAILROAD COMPANY,
[SEAL] By T. F. OAKES

1«;@{»&

Attest : &% . @

Geo. H. EARL,
Assistant Secretary. Q ;. O
Payments for the stock (principal and interest) we%g

TV T8E TRO0. u s o el e oo s e s, sire % ...... {\ \

$251,625 oo
Aupust 26th, T800% 1 i con on sesvisn s mm aw it N b REEREE 1 60 B 254,000 00
(O s ozde i 8- 1o o IR I 5 o @ .......... 256,625 00
May s7Eh. TBOET ot v isiain estore vuslasis oY i hara . ............ 714,145 04
———— $1,476,395 o4
Of which there was for principal ﬁsha x&;s ............... $1,423,192 50
Interest onideferred PAYIISHLS. . o0 T ool W & o o4 nalahis sikie ila 5eress 53,202 54 $1,476,395 04
To this the Northern Pacific Rallwa@ﬁpz\n‘v has added:
Discount on Consols. . ................................‘...$252,19481
Expensesiof (Congols miaiins wiuan Wi v alssa sl slslsjsiesistslss sissils o 13,413 86 265,608 67
£\ 1 [ 3T oot i (ol | A A e e s e R e I Sl S $1,742,003 71

Equal to $55.08 per share.

This item of $265,608.67 represents the discount on, and expenses of, Consols sold, as a means of
procuring the money with which to pay for the stock purchased as per contract.

In applying the terms of the contract no distinction was apparently made between Messrs. Logan,
Christian and Armour and the Seattle and Eastern Construction Company, they being virtually one and the
same. The application made was rather based upon what the Seattle, Lake Shore & Eastern Railway
Company owed, and this would appear to be the correct view.
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Taking the contract seriatim, I found the following :

Paragraphs Nos. I to V, inclusive, were complied with.

Paragraph VI, for reference to which see Exhibit A of contract. There was paid to Messrs. Logan,
Christian and Armour:

Cash advances by Construction Company.........covvuiviunnon.. $64,723 79
Interest to May 20th, 1891 .. .vvrvnir e iiiee e e 8,329 41 $73,053 20
SUEPlOS SUMIPHIBAE . \0 o wia e mieh o s st e st i soaleraares $133,703 16
INtErest 0N NOLE fOr ENBIIE s oo wivis 503 w3 70 155 515w minen sins o6 masemmss vie 292 87
Paid in May, 1890, to Pullman Palace Car Company. ............. 10,000 00
Interest on above three amounts. . .. ... .vevuit i i eenr e enerens 11,661 68 155,657 71
Due Pullman Palace Car Company on equipment already delivered.............. 26,081 50
Due Pullman Palace Car Company for 5o flat cars..........cooivuiiiiginann... 22,032 00
Items paid as per Exhibit “A" .. ................. % éS' ........ $276,824 41
Allowance was also made for the following itemQ h we shown in Ex-

d% the Seattle, Lake
Logging trucks, interest and sundries, %\\‘ ..... c@’ .......... $5,234 85

hibit A, but which were found, after rigid investigati 1@,
Shore & Eastern Railway Company : é

Three notes and interest. . ....... o D IS NN s s 22,163 55
Railroad material ................N..... O& ..... e, 9,390 57
B Gl AN S an o wna s AN 87 S NS R i 4 A R A g 11,017 81 47,806 78

For maps, profiles, surve@ @mgﬁph VIL of ‘contract: ,.i cis.onis nos vo s 5,000 00
Total. ..., AN -« .. 5@ ....................................... $320,631 19
e@

Less amount d d in % 1 1T 5 N e A I S D S Y A e S 58,056 74

Total AlloWed N .« - o it et e e v aaTe eieis siaises e e sias se eae s aie $270,674 45

*
Paragraphs VI QIX, were complied with. Paragraph X of contract, recites that Messrs. Logan,

Christian and Arm gree to turn over to the Oregon & Transcontinental Company “such portion
of the railway of the Seattle, Lake Shore & Eastern Railway Company as shall then be constructed, and
from time to time thereafter............ such further sections, of not less than five miles, as shall be ready

for operation, and the party of the second part (Oregon & Transcontinental Company) agrees to accept
and cause to be operated the same.”

It will be remarked that this agreement, bearing date June 5th, 1890, was between Messrs. Logan,
Christian and Armour, individually and as Trustees, and that the Seattle, Lake Shore & Eastern Railway
Company was not a party to it. Yet, the gentlemen named undertook;

A. To cause the railroad to be constructed north from the Stilignamish River to the international
boundary line by the Seattle and Eastern Construction Company.

B. To turn the Seattle, Lake Shore & Eastern Railway Company’s property over to the Oregon &
Transcontinental Company.
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In the first instance it would appear that the Construction Company and the Seattle, Lake Shore
& Eastern Railway Company should have been a party to the contract.

When the date (July 25th, 1890) approached, on which the Seattle, Lake Shore & Eastern Railway
Company was to be turned over to the Northern Pacific Railroad Company, the managers of the Seattle,
Lake Shore & Eastern Railway Company refused to carry out this part of the contract, and the road was
not turned over until March 25th, 1892.

There is a penalty clause (No. IV) in the contract saying that moneys paid by the Northern Pacific
Railroad Company shall be forfeited unless all payments are made, but no recital is made as to penalty or
what shall be done if the other contracting party should fail in its obligations.

I do not find that any examination of the accounts of this Company or of its physical features was
made before the contracts were signed, and the guarantee of the Northern Pacific Railroad Company had
been ordered stamped on the bonds of the Seattle, Lake Shore & Eastern Ratlway Company, as per Para-
graph XI.

Questions began to arise, and the Assistant General Auditor, Mr. M. P, Martin, was sent to Seattle.
The President of the Seattle, Lake Shore & Eastern Railway Company positively refused to allow Mr,
Martin to examine the Company’s books and records, and insisted he should only ha Q'&erpts from the
books or look at only those entries affecting the agreement of June 5th, l@ Refe@ was made to New
York, and at last the books were opened to Mr. Martin.

Many serious questions arose. g
In the application, No. A 1026, dated March 10th, 18 @c on@e on Stock List of the New

York Stock Exchange, it is stated :

“Said Bonds may be issued on Main f\{%nch R@f this Company to the extent of

$25,000 per mile.”
Just what the Seattle, Lake Shore & Eastern lway@le considered ‘“branches” is shown by
the following : ES .

o
Gilman Line Loop............. @% ws \%\ ............................ 1.65 Miles.
Salmon Bay Branch......... 2, SRS SR AL, Wy, N Wl ol e 2.00
Yesler Branch; i sapiie one ® . &% ................................ SO0
Terence Branch........ > %’ o 20
Huron Lumber Company Bfanch. % ...................................... 2.00: *
Winsor Branch............. @ ......................................... 2.00 *“
50

Coal & Iron Company Br@@g .......................................... 2.

Blackman’s Siding.. . ... §\ ............................................... 20, *
Total 11.45 Miles.

..............................................................

and on these so-called Branches, Bonds were issued to an amount of . .. ....oconve vvniiinn $286,250 oo

In this connection I find that Mr. Kendrick, now General Manager, made an affidavit when Chief
Engineer. He says, concerning these spurs, side tracks and so-called branches:

“That the above specified branches, spurs, sidings and loops, with the exception of the Salmon Bay
Branch and the Gilman Loop, the first of which forms a connection between the track of the Seattle, Lake
Shore & Eastern Railway and the City of Ballard, and the latter which extends from the said railway to a
coal mine, are nothing more than working tracks, such as must be built for the accommodation of the
business commonly transacted by railroad companies; that the Smith's Cove Branch extends from the
Seattle, Lake Shore & Eastern Railway to the site of the coal bunkers which the said railway company
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proposed to build, but which never have been built, and to the * Ocean Dock,' so-called, which is not used
and is in a state of decay and unfit for use; that the said branch is merely an auxiliary terminal track, and
does not form a distinct route to a remote objective point, or to any point that would furnish business other
than that which would be derived by the said railway company if the said track had not been constructed ;
that the Yesler spur extends from the main track of the said railway company to a sawmill; that no reason
exists for its further extension, and that if continued it would extend into a large body of water called Lake
Washington; that the said spur track is nothing but an auxiliary working track, put in for the purpose of
securing to the Seattle, Lake Shore & Eastern Railway Company the business of said sawmill; that the
Winsor Branch was built for the purpose of reaching a tract covered with standing timber; that it is cus-
tomary for railroad companies to build tracks of this kind for the purpose of procuring business for their
main line, and that therefore this track is an auxiliary or working track; that when the timber is removed
from the region penetrated by the branch it will become worthless; that the Terence Branch was, properly
speaking, a side track, being connected with the main line at both ends, and was constructed for the accom-
modation of asawmill; furthermore, that the said side track has been long since abandoned, taken up, and the
material removed ; that Blackman's Siding was built for the purpose of accommodaging a sawmill, and is noth-
ing but a working track for the accommodation of the current business of the Q(’%any in connection with a
sawmill ; that it has from necessity been extended since it was %ructed@;i (it has been) bonded; and

the affiant further states that the Gilman Loop would not, u ordm ircumstances, be bonded by a
railroad company ; that it is a track built for the purpo aching @ ilman coal mine, and is not likely
ng track, and the only distinction

to be extended to a remote objective point; that it xiliar
in its favor as compared with the other branches ar%urs her&in specified is the probable permanency of
the business afforded by the coal mine and the equen@ﬂy of the value of the spur. The affiant
further charges that none of the brancﬁ@rs, l nd sidings herein specified are constructed
according to the standard of the main line of the S %_ake Shore & Eastern Railway Company ; that
said lines are, and always have been, of, an mﬁ%. aracter, as to location, character of the grading,
surfacing and track-laying; that nes , and never have been, properly ballasted; that the
affiant is informed and believes s%e sai 5 are built in part upon property which is not owned by
the Seattle, Lake Shore & E ailway Company. The affiant states that the several tracks in question
could not properly cost as I per the main line of the Seattle, Lake Shore & Eastern Railway
Company as constructe@ that tie fracks if bonded for the same amount per mile as the main line, have
been bonded for more than thejvalue, and that of themselves they do not furnish adequate permanent
security to an extent greater ghan/the intrinsic value of the rails, switches and metallic portable property,
Hof use at some other point or points.”

It is abundantl ident that bonds should not have been issued for these spurs, siding, other pieces
of track and so-calle nches. A branch line, legitimately characterized as such, is not a track extending
from a main line, terminus or yard to a specific industry.

and then only for the pyr

The application of this contract resulted so that the road which ought to have been turned over to
the Northern Pacific Railroad Company on July 25th, 1890, remained in the possession of and under the
control of the vendors until March 25th, 1892, the Northern Pacific Railroad Company under its guarantee
of the Bonds being responsible for such deficiency as might arise. That a deficit did arise is shown by the
following figures instancing the operations of the Seattle, Lake Shore & Eastern Railway Company.

I should state that when the Seattle, Lake Shore & Eastern Railway Company was placed in the hands
of receivers on July 1st, 1893, at the instance of the minority stockholders, the Northern Pacific Railroad
Company was ordered to turn over all books and records to such receivers. I have therefore not been able
to take these results from the books, but I have obtained them from statements in the possession of
Assistant General Auditor Mr. M. P. Martin, and I am content to accept them as accurate:
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; Interesty, Taxes
” : Gross Operating 3 .
Year ending June 30th. Earnings. b demaes. Net. - ::::fm:. Deficit.
e A I e e R e e $37.607 61 $17,014 17 $20,503 44 $20,677 oo $83 56
R e a i e M La Tl A0 e s A b oy 206,328 97 121,347 55 84,081 42 110,301 25 25,409 83
L S Bt RS S AT A A 372,894 55 237,860 69 135,033 86 199,903 §7 64,869 71
EBOE s rerastsssase » a6 405 I 451 ol Rl 920 BB g R A 430,710 72| 326,832 85 103,877 87 271,100 66 167,231 79
TBOR (o) mrssss s s onite o6 hp AL LA bR 420,190 65 | 364,108 43 65,082 22 | 532,783 o7 467,701 75
A S e s S S TR AR e 474,823 64 303,383 16 171,440 48 420,141 351 257,701 03
$1,051,556 14 | $1,370,546 85 | $581,000 29 | $1,564,006 06 | $082,097 67
Interchange of business for the year ending June 30, 1893, amounted 0. ... coouvvuues. ... $044,972 63

The account of the Northern Pacific Railroad Company against the Seattle, Lake Shore & Eastern

Railway Company stands as under :

18go0.

Interest on funded debt. . ... Q
'If:l::zs on funded de @\
1891, \é\\\\ . Orb
Interest on fondedidebts .« =2 i sammi s isimraeer =Ny = 2l &\ .......
S T s e e e e SR S B W O ..........
B e e sy o e ?\% .............

Sinking fund ................¢ .......................
e Mg Qo ey

Bills payable (Thomas Burke)*....... . 0 ............................
Spokane Division, September, 189@ arch 31, 1892.

Earnings ............. SN $5,872 04

o o T e B s r o i, S [ DO £ 3 T (e L 30,847 47

Other items allowed in settlement ;
Equipment and InTerest: o 60 5 6k e 1w il sie i msers =i aisia el =
Account due to Seattle Construction Company........c..coviiennn
TP TE) S Clal TR i e ey ) s i R T O S i SO

....................................................

Less:amount deducted in settlement: ... i vu vision commreims wimai sl

* This note was dated 1882, but had not been entered on the books.

%)
)

X
c}@

13,345 86
41,724 O1

320,250 00
54,500 00
5,319 82

340,500 00
30,000 00
5,000 00
5,890 55

Loss 24,975 43

209,006 06
73,053 20
22,163 55

9,390 57
11,017 81

324,631 19
58,956 74

$128,069 87

380,069 82

406,365 98

265,674 45
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1893.
Interest on funded debt. ................ SR S A L e $166,740 oo
Due Seattle, Lake Shore & Eastern Railway Company... $302,823 34
Due Northern Pacific Railroad Company............... 216,363 83 86,459 49 80,280 51

Total owing to Northern Pacific Railroad Company. ..................... $1,260,460 63

The Eastern Division of the Seattle, Lake Shore & Eastern Railway Company, known as the Spokane
Division, and being 50.05 miles in length, representing an issue of bonds to the extent of $1,251,250,is a
singularly unproductive piece of property. It extends westwardly from Spokane, and crossing the
Central Washington Railroad at a point known as Medical Lake, which is 26.4 miles from Spokane, this
Spokane Division continues virtually parallel to the Central Washington Railroad to a point called Daven-
port, which on the Spokane Division mileage is 50.05 miles from Spokane.

The results of the Spokane Division of the Seattle, Lake Shore & Eastern Railway Company, so far

as I have found them, show as follows: *
"c ’.\

Vear ending June 30th. Ea?;?fg:. af; -:- Deficit. Net Deficit,
4
X800 s s i i A e e A R SRS A $09,058 \ $:4,858 S B 5700077 |
11 Uit S e A e R A e e 12,758 00N, 28434 04| 00 ..., ISTIS 434 | W Guase
1892 | § I
............................................. 3,781 97
I Iy cessrtsssiorn o AL S e e iy . ety i s 4 | 20, ¢6 ,045 26 mrrfshiao - sl e G
53,429 5 $76,870 53 J $11,856 20 $35,297 18 l $23,440 98
P N
\?/ \
This does not includ@rest 0@011:15 and Sinking Fund which on this division, as represented
by its mileage, amount_ t TR ey SR S ST S5 516 S R L e B B O S0 nae $87,587 oo
- which, however, I have inclided i figures of the general results on page 12.
The Northern Pacific ilroad Company has locked up in the Seattle, Lake Shore & Eastern
Railway Company the followfi
Investment in o 630D Yy o O ewsp e e i, o el $1,476,395 o4
Debt to Ju y DOOR s als s i -bigve wibte, s e Slala s p s A el sk e R AT 6 e o e e 1,260,460 63

and it has sundry recent debits against the Seattle, Lake Shore & Eastern Railway Com-
pany as under:

Sundry miscellaneous items.

Coal, engine rent, store Stock, €1C. . . ..ttt ittt it it e e 20,589 89
Freight QCEONNE. v 43 oia wiaaie o) v lesre s o sTaTe Fonb il 15 T et Bl ) msrcos mueL e Lot eenlo s 9,291 73
PASSENGEOT ACCOMIE s .» 52 ainidneriite:iecmisiel ot i wiidio s eiora ahirs o 51606 5 oleis i Ale e o A A 688 26

Total owing to Northern Pacific Railroad Company...........coovvuuun... $2,767,425 55



15

The Spokane Falls Union Depot Company is an adjunct to the Seattle, Lake Shore & Eastern Rail-
way Company, but all books and records having been turned over to the receivers of the Seattle, Lake
Shore & Eastern Railway Company, I am unable to obtain the needed particulars.

In connection with this Depot Company a question of Seattle, Lake Shore & Eastern Railway Com-
pany common stock arises.

People at Spokane Falls subscribed to $175,000 of common stock at par. This operation was under-
taken through the Bank of Spokane.

There was collected and Patd i .oio o iuieim = we siaes oo mioin sisis hs s aiainis aieisieis oiae/as oo $154,820 94
leaving a balanceiofiza is s sanin dhisua: Sl sl A e T e at e e e A el 20,170 06

One Donald Ross was the Trustee in this matter, and he has not paid over this sum of $20,170 06

The contention has been made that the stock representing this sum was burned in the great fire
which took place in August, 1889, but tke whole of the authorized stock has been issued, so far as the records
go. Whether it was all passed to purchasers and the money paid is not known.

The records show the issue of Bonds and Stock to have been as under :

BONDS. &% ; \%

Seattle to Sallal Prairie, @

40 TORIEE B oo ocis e siviorisie e sl ate wiari s Sateirone roralt\ ogots e |000 $800,000

23.25 MIlES At v e voneee e e @.Q . % 25,000 581,250
Woodinville to Sumas, \

102,25 MileS At o .o ovrvvnviee s . % S (b, ... 25,000 2,556,250
Spokane to Davenport, \ . 0

KOO8 MIESTAL 1 craricn diaiaioi wimaarh aie o < 5% mo *&\ ......... 25,000 1,251,250
Branches, spurs and side tracks, 3 N \

B S TIINEBIAT S o' sisvoia 61515 s e @ ............... 25,000 286,250
Commissions to Bankers........ 6% - Q\\ ........................ 200,000

Total issued . . W <.t @* ............................. $5,675,000
A A
STOCK. 5 @O

Seattle to Sallal Prairie, QQ

40 miles at . ... .. o Q .................................. $10,000 $400,000

23.25 miles at... \ .................................... 12,000 279,000
Woodinville to Sumas,

102103 MIles A o i o el et el ae) el 3 e tal s e e e 15,000 1,530,400
Spokane to Davenport,

oo ot ¢ (e S DU S I s SR D, s NGt 8 S s 12,000 600,600
Branches, spurs and side tracks,

DL 28 IS At s ais s <t simes 51w cmene ey ST R e 12,000 135,000
RiSht Ob WY, SERUEIE s o (ooa <1805 a0 rioreTe /Ao 7o) 9y A0 WA 1% ol e\ i 525,400
Eahor, materialiSeattie! i saaii i e siitonitdoiiarst st iatanierestas stiel 5= 4,600
Michiran Ml o cle S et e o e e s el b ki e st mat Sk e e 500,000
Spokane SUbSCHPEONS. /s 2iamials 6 wsalle A saa 405 TEONv ¢ SRR W alale w48 00 Suls ¥ga 175,000

Total Issuedi e a s b vosim s Saas srahs fe e e i e $4,150,000
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Capital Stock was issued on the several dates shown to the various amounts specified :

TOnESIOEh; FBBO - v un iy e s e e e 5 e s e T Sed B Sl e $2,335,000
i {1 o | e v T i e e A b e LR e o e iR L BT | 3,174,600
L 1891
i Iggz 2 .......................................................... 4,150,000
13 r 93

The contract to sell $3,164,600 of Capital Stock was dated June 5th, 1890, and, as will be seen by
referring above, the road had issued only $3,174,600 of stock on the 3oth of that month and year. Itis
little likely that the vendors could have delivered on June 5th, 1890, the stock they had contracted to sell
even if the Northern Pacific Railroad Company had been prepared to pay cash for it then. The records
do not show at whose instance deferred payments were arranged for, but it would appear that if the
vendors could not deliver the stock the deferred payments were made to suit them. In either event the
Northern Pacific Railroad Company had to pay interest on the deferred payments from May 28th, 1890,
T E) L0V o3 ot Lo PN B 0 A P Y P (S P S AT S S ST o ey B T S e D G T R T et $53,202 54

When, after many disputes, matters were finally adjusted, general rels&were executed in March,

1892, as under: R

Logan, Christian and Armour to Northern Pacific R d Co Oregon & Transcontinental

Company, and Seattle, Lake Shore & Eastern Railway CQ
Seattle & Eastern Construction Company t l‘l Paei ailroad Company, Oregon & Trans-

continental Company, and Seattle, Lake Shore em Railway Company.
Northern Pacific Railroad Company ristian and Armour.

.‘\
@@9

]
o

B(b.&@é\' September, 1894.
@ P )

O
O
Q

/\





