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Net Enpnlngs Barely Enough to Preavent the
Msintegration of the Property-Status
of the W Ization Nego i

The report was circulated In Wall street yes-
terday that the negotiations belween Messrs,
KEdward D. Adams, J. P. Morgan, and President
James J. Hill of the Grest Northern Rallway
Company, and thelr Immediate associates, for
thiv reorganization of the Northern Paclflc Com-
pany, which have been golng on for several
months past, lind fullen through or been discon-
tinued. The reason alleged was that Mr. Hill,who
originally agreed to guarantee the Northern Pa-
cific Company when reorgnnized $U.200,000 of
net earnings appiicable to payment of in-
terest upon the company’s bonds, had declined
tonccept certain proposed modifications of his
original proposition, It is troe that Mr, Hill
has declined to modify his original proposition,
which, with other propositlons, was embodled
in a contract that was executed by all the par-
tles in interest, lncludjag the Deutsche Bank.
the largest single holder of Northern Paclfie
necurities, at a conference held in London las
spring. But it I8 1ot trae that efforts toearry
out the terms of what is popularly spoken of mt
the Lonlon agreement have been abandoned,

Tlhiere s excullent authority for the statement
that Mr. Hill stands rendy to carry out his part
of that agreement whenever the Northern Pi-
cifie Railroad shall have been reorganized. The
difficuity all along bas been that various coun-
scl for tho Adams Reorganisation Committee
and for certain bankers interested in under-
writing the plan of reorganization have asserted
that the Great Northern Railway Company
could not legaily hold the control of the North-
ern Pacific Company nor guoarantee its bonds.
The answer of the Great Northern people has
been that their charter, which Is nearly forty
years old, confers upon the company the power
to do precisely what Mr. HIll proposes, All of
the enunsel of the Great Northern Company are
unanimous upon this polnt,

Chief among the suggestions of the bankers
and the Reorganization Committee is one for the
formation of & third company to hold a major-
Ity of the stock of the reorganized Northern
Pucific Company and also a majority of the
stock of the Great Northern Company, This
proposition was submitted to the varlous
parties In Interest & few weeks ogo when
Mr. Hill was in this city. Ho went home
saying he would think the matter over.
He returned on Monday, and on Tuesday in-
formed Messrs. Adams, Morgan, and uthers

interested with them that the third company
plan did not appeal to him, and that he pad de-
cided to stand upon his original proposition.
Mr. Hill maintains, it 1s understood, that to seek
to control or opsrate the Northern Paclfie r

to a third com "ly or hy ang indirect means
would be a reflection upon the chartered rights
of the Great Northern A

he argument s also ced that the his-
tor:;‘ of the Oregon. sgontinental, the
Richmond Terminal, other comjpanies
formed solely to g railway properties

have tnrned out@ep<uisastrously that that
methnd has fal o disrepute. Ancther ar-
ument againse v; bhird company is that the
orthern Pacificofould not derive the full and
direct benefli of the credit of the Great North-
ern Company, and that to place the third com-
pary above susploion n larse wimount of muney,
eay $135,000,000, would have 1o be placed o its
treasury as o guarantea that {t would live up to
its obligations, 'The capital of such a compuny
would ela.sil.y run up to $100,000,000, npon
arge sum would have to be paid an-
nually in taxes, ,lipd. besides, the eharacter of
the company would make it a target for poli-
ticians aud unscrupuious officinls, .
Ay, Hill's determination, avnounced on Tues-
%n.r. nol to modify the original agreement in
nuf of the third company scheme, did not re-
sult in the breaking off’ of the negotintions; on
the contrary, conferences between the several
leaders and their lawyers were golng on all of
ﬁaf&rﬁﬂ. Mr, Hill startod for his home last

ght.

As bearing upon the elaim which the Presi-
dentof the lemm Pacitic Company 1r n-
deavoring to maintain at Seattle, that Judge
Jenkins had no ,urlndlﬁ*!s!-n over the property
“ofthe company in nP'n'u Ling the receiyers, it is
interesting to uote ’. 1AL ir-- 756 George W, C
was appointed rece vgro o Northern Pacitio
Company by a United States Clrealt Court in |
tho State of New York, and served in that
capnoity without questipn unill the vompuny |
\\'%;u.-urlm ized,

much hns been sald recently recarding the
robuble net eprnings of the Northern Pacifie
‘om)imr for the lrear ending June 30, on ao-
count of thelr bearing upon the reorganization,
that it seems desirable to cosrect cerinin mis-
leading statements regarding them. The fg-
ures of the opurations of the company for June
have not yet been made pubilie, aud they may
nat he for some little time to come, as the re-
ceivers are making up an pnnual statement that
will include them. 1t ean be stated, however,
without fear of contradicfion, t u{. when the
ﬂgures for the year are made up they will uot
show, ns freguently asserted, net earnings of
more than $6.200,000, the amount of the pro-
posed Great Northern guarantoee,

The annual statement when made up will
ahow receipts from all sources of approximately
0,080,782, and this resnlt has been spoken of
as net enrpings. It is far from being that. From
this pmount must bededucted the rentals,wnich
inelude the interest paid on Duluth and Mani-
toba and Spokane and Palonse divisional
bonds, taxes, and sovernl hundred thousand

ollars  enrned by  branch _ roads  not
owned or covered by Northern Paeific
mortgages, and which conseguently belomg to
the bondholders of those branch lines as part of
their rentnd, The total of these {tems for the
ioarendtuw.lunn 30 last will not be far from

2.4851.809. Deduating this from the total ne
receiots, ns given above. nnd it appears that the
net earnines are $4.437.0434, or noarly $2.000,.
000 less thian the proposed guarantee of the

sreat Northern Company.

he disposition of the net enrnings, as just
shown, during the year ending June 30 was
under the following heads: Sinking fund snd
interest on the lirst pencral mortgage hond
sinking fund and interest on the Missour
division bonds, sinking fund and interest on
FPend d'Oreille division bonds, interest on re-
colvers’ certificates, miscellaneous interest on
revelvors' pbligations, and Interesy on eollateral
trust notes, All of these pl?'tl‘.lt!ll!.ﬂ are oble-
tory to retain the main. line intact, to pre-
vent the rvecelvership from being in defsule,
and to retain possessinn of valushle properties
such ns the St. Paul and Northern Pacifie road,
the securities of which wre pledged under the
collateral trust notes.  The amount of thess dis-
bursements {8 84,306,822 against actunl net
earnings of §4437.0458, showing that tho re-
colvers have ruop beliind 828,870 in mavaging
the property during the last fisenl yenr.

There is not included In the above disburse-
meunts the annunl interest charge of $210,000 on
the company’s equipment trust bonds, nor has
any piymont been made on aceount of the prin-
clpal of those bonds. It appears that there is
not a dollar available for the second, third, and
consalidated mortgnse bonds, und obyinusly
na provision ean be mude from enrrent recelpts
for the physieal rehabilitation of the property,
which, according to all accounts, e ﬁml?y
necded. bath for safuty and to reduce the ex-
penses of operating the road. 4






