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SUPPLEMENTAI. AGREEMENT dated this lst day of September, 1950,
between NORTHERN PACIFIC RAILWAY COMPANY, hereinafter called Railway
Company, and WEST COAST WQOOD PRESERVING COMPANY, hereinafter called

Creosoting Company.

The parties hsreto entered into an agresment dated April 15,
1946, for the storage and treatment by the Creosoting Company of timber
proiucts for the Railway Company which agreement was supplemented by
agreements of April 15, 1946, July 26, 1946, January 1, 1947, June 24,
1947, February 3, 1948, and June 8, 1950, and the parties now deslre to
amend the price scheduls stated in sald contract as amended.

NOW, THEREFORE, in consideration of the premises and the mutual
dependent promises of the parties, it is agreed that said contract of
April 15, 1946, as heretofore amsnded by agreements above recited, shall
be altered and amended by striking therefrom psragraph XVIII and sub-
stituting in lieu thereof the following:

XVIII

“The Railway Company agrees to pay the Creosoting Company,
effective as of September 1, 1950, for the treatment of cross tiss &and
switch ties the prices hersinafter stated, and to pay to the Crecsotlng
Company, effective as of September 1, 1950, the prices hersinafter stated

for all other timber products:

Prices Per Additions Reviged
Present This Prices This

Contract Amendment Amendment

Treatment of all seasoned $10.26 .28 $10.54
cross tiss per M'BM

Treatment of unseasoned
cross ties taken from
incoming railroad cars
psr M'BM

Treatment of unseasoned
crogs ties taken from
stock piles in seasoning
yard per M'BM

Treatment of seasoned
switch ties per M'BM (x)

Treatmsnt of unsseasoned switch
ties taken from incoming rail-
road cars per M'BM (x) 15.91

Treatment of unsessonsd switch
ties taken from stock piles in
seasoning yard psr M'BM (x) 16.91

Treatment bridge ties in cylinder
capacity lots, conditions and
prices of B-l, B-2, and B-3 shall
apply, treatment bridge ties in
less than cylinder capacity lots,
conditions and prices of C-1, C-2,
and C=3 shall apply.

Treatment sawed material other

than cross ties and switch ties

in cylinder charges of %0,000'BM

or less (option of treating
separately of mixed with commercial
material) Per M'BM 20.31




Treatment sawed materials other
than crosa ties and switch tiss

in cylinder charges in excess of
30,000'BM with time duration of

14 hours or less actual treating
tims per M'BM $18.06

Time in excess of li treating

hours required for treating

material covered by Par., C=2

per M'BM per hour 0. 17

Price for the treatmsnt of the
Railroad Company's piles, poles

or other round material in mixed

or full charges, unlimited retort
time and inclusive of retreatment
when necessary, but exclusive of
preservative, per cubic foot 0.297

The cubical contents per lin. ft.
of the material shall be determined
in accordance with Table #1, MPFR 491.

Storage of treated cross tiess after
treatment and subsequent loading on
cars in addition of pricea A-1, A-2,
A-3 per tie 0.02

Storage of treasted switch ties,
stacking lengths separately and
subsequent losding in accordance

with Railway instructions for ship-
ment, in addition to prices B-1,

B-2, B-3 per M'BM 1.888

Inclusive loading out switch ties
on specified ordsrs of sets.

Incieing sawed material other than

cross ties and switch ties, in-

cluding handling not included

under C-l, C=2, C«3 per M'BM 2,16 .10

For other handling at the plant site, framing
of timber, etc., as from time to time may be
requested in writing by the Railway Company,
shall be paid for at actual cost to the
Crsosoting Company, plus 13.5 per cent to
cover supervision and profit.

*The prices quoted in paragraph D-1 are predicated
on the Railway Company's having its own stocks of
piling available for treatment. In the event the
Rallway Company doss not have a stock of piling
available for tresatment, the Rallway Company shall
have the option of purcheasing treated piles at
mutually agreeable prices from the stock of the
creosoting Company at its current commercial prices.

Note:Whenever the expreszion"B'BM" appears in this paragraph

XVIII, it shall be construed to mean "One thousand
feet board mesasure.”
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Upon the effective date of this Supplemental Agreement the
Supplemental Agreements dated April 15, 1946, July 26, 1946, January
1, 1947, and June 24, 1947, February 3, 1948, and June 8, 1950, to
sald contract shall be and are hereby cancelled and terminated, and
except as herein altered and amended, said contract of April 15, 1946,
ghall remain in full force and effect.

IN WITNESS WHEREQOF each party hereto has caused this instru-
ment to be signed by its proper official and its corporate seal hersto
affixed and attested by its Secretary, in duplicate, the day and year
first above written.

NORTHERN PACIFIC RATLWAY COMPANY

A. M. Gottschald By W. W. Judson
Secretary  (SEAL) Vice President

WEST COAST WOOD PRESERVING COMFPANY

R. F. Dreitzler By L. C. Henry
Secretary  (SEAL) President






















Washington, D. C.
Merch 19, 1944

ATT
A 5

Mr, Bernard Blum: V/

Referring to your letter of March 11 about revision of the
orice schedule in the contract with the WEST COAST WOOD PRESERVING CO.
for treatment of ties and timber at Seattle:

Since this will be a new contract with important revisions
in the price schedule, and the necessity for making adequate provisions
fair to both parties with respect to future adjustments either upward
or downward, I would naturally like to have the opportunity to make a
complete and deliberate review of all of the circumstances before mak-
ing a definite recommendation, It is, of course, entirely possible
that the draft which the contractors have suggested is coumplete, fair,
and equitable, but I still consider the matter of sufficient importance
to be handled without haste.

By reason of the fact of our having had the most pleasant
relations in our business transactions with this company in the past,
and the existence of a mutual confidence, together with the further
fact that there need be no financial loss to either party by reason
of the unavoidable delay in consummating the new contract, I am not
greatly disturbed by the necessity for still further prolonging the
completion for a relatively short period.

While it would be possible for me, even under the restriet-
ed circumstances, to work out an understanding at this distance from
the office, I am strongly of the belief that the matters that kept me
in Washington for an uncertain period would be cleared up before 1
eould possibly work out an acceptable arrangement through long distance
correspondence, and that would result in considerable wasted effort.

It seems to me that in order to avoid complications to
us in attempting to aceept bills on a new price schedule which we
could not have audited prior to the approval of the new contract, we
should make advances to the contractor in amounts eguivalent to the
charges based on the schedule which the contraector has suggested to
¥Mr. Loom. I do not believe that we would be taking any chances what-
ever in following out that suggestion.

LY/ jwm
Dictated, not read.

ec Mr, A, J. Loom - AIR MAIL
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Braineérd, Minn, March 1, 1948
‘\"‘,-.—;’;
\ G-

Mr. L. Yager:

Referrling to the attached letter of Feb,
26th from the Weast Coast Wood Preserving Coumpany,

We have dlscussed with Mr., Blum and Mr,
Willis the possibillity of getting the producers Lo re-
turn o the normal practice of loading only four sizes
of switch tles on a car when shipping, not only to
Seattle but to our other plants as well, Mr, Willis
has instructed Mr, Myers but so far there has been no
improvement,

We are céntinuing to note on vouchers
in payments to the West Coast Wood Preserving Company,
the following; "Payment subject to approval of the
Northern Pacific Railway Company as suggested in Mr,
Yager's letter of March 19th, 1944* All vouchers have
been approved and no question has been raised by our
General Offices but in view of the many months that
have elapsed I think possibly it would be most appropri-
ate for you to reply to the last sentence in this letter
at your earlliest convenlence,




WEsST CoAST Wo0oD PRESERVING (0.

GCREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS

\

PLANTS AT CABLE ADDRESS
EAGLE HARBOR, WASH. “CREOSOTE"
SEATTLE. WASHL 1118 4TH AVE AT SENECA ST.

R. F. DREITZLER SEATTLE 1, WASHINGTON

MANAGER

February 26, 1945

Ur. A, J. Loom,

General Supt. Timber Preservation

Northern Pscific Railway . £
Brainerd, Minnesgota AIR LAIL

Dear Mr . Loomg

IF THE FOLLOWING OFFER IS ACCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJECT TO DELAY IN CASE DF STRIKES, LOCK-0UTS, FIRES, INABILITY TO SECURE CARS
OR TONMAGE, TRANSPORTATION DELAYS IN TRANSIT OF MATERIAL DR DTHER CAUSES OF DELAY BEYOND OUR CONTROL OR BEYOND THE CONTROL OF ANY PARTY
RESPONSIBLE IN FULL OR IN PART, TO THE WESYT COASY WOODD PRESERVING CO., FOR THE FULFILLMENT OF THIS CONTRACT.

TERMSB : NET CASH TO US, PAYMENT 60 DAYS FROM DATE OF SHIPMENT; NECESSARY FREIGHT ADVANCES SUBJECT TD SIGHT DRAFT, WITH BILL OF LADING.

INSPECTION: ALL MATERIAL TO BE SUBJECT TO INSPECTION AT DUR PLANTS BY PURCHASER OR PURCHASER'S REPRESENTATIVE IF DESIRED; IN ANY CASE OUR
RESPONSIBILITY CEASES UPON DELIVERY TO CARRIER AT OUR PLANT.

This pest week we handled switch ties for your account
st our West Seattle plant. After ueing all of our available man-
power and the Colby crane for three days unloading cars, sorting ;nd
placing alongside the conveyor we had handled only about 60,000 *BM
a2t a labor ocest of approximately $2.50 per M*BM, The purpose of
this letter is to bring to your attention the way the cars were loaded
and the wide distribution of lengths on each car in hopes that this
practice can be corrected which will materislly increase the output
of switch ties to our mutual advantage.

I understand prior to the war that your ewitch ties were
ghipped to our plant, loaded on open cars, horizontally stuck and
each car containing the maximum of four lengths per car. At pregent,
the cars are losded interlaced with no s eparations in some cases end
in a1l cases the cars contained switch ties rangirng from 816" to 160"
or in someé instances loaded with sixteen different lengths, all of which
have to be segregated into individual 1lifte Dy lengths beforesetting
to the conveyor at a low production rate and at an excesgive use of
manpower end crane time.

e agsure you if you could persuade your purchasing department
to revert to your former practice of loading switch ties, i.¢€. horizontall
stuck snd each car limited to not more then four tie lengths per car,
that & saving in lebor sgmounting to at least 50% would result. Thie .
gaving, of course, would increase production and it would be of mgtgrlgl
agsistance to speed treatment of your much needed materizls now limited
by e critical shortage of manpower, Wie would appreciate receiving your
comuents,

Can you advise when our treating contract will be s igned
by your companies' representatives?
Very truly yours,
WEST COAST wii%“}RbSJRV1LG CO.
RFD/O By A E D
¢c¢., UMr. Stone llane ger
¢cc., Mr, Hamm
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brainerd, Minnesota, March 1. 1944.Y»

Referring to my letter of February 25th

quoting wire from the West Coast Wood Preserving Company

about proposed revision of cmtract prices:

I now have the following wire from Mr. Stone,

dated Februasry 28th;

"Re wire from WCWP Co. ¥eb. 24. They are
holding up invoices for Februery treatment pending
approval of new oontraot.m They have received no
reply to the Wire. ~-15.

This for your information. Will you kindly

handle as you think the circumstences may warrant?

AJL:1lp

Bernaid Blum




Washington, D. C.
February 29, 1944

VIA AIR MAIL

Mr. A. J. Loom:

Referring to your letter of February 25 concerning billing
for February business in conneection with the revision of the contract
with the West Coast VWood Preserving Co. at Seattle:

Inasmuch as we can not have bills properly audited until
after the formal approval of the new contract or a revised price
schedule, 1t is apparent that we will have to follow one of two
methods: first, making the bills on the basis of the existing prac-
tice subject to suech revision and retroactive pricing as may appear
in the finally approved contract; or, second, follew the practice sug-
gested by Vr. Dreitzler to make the bills on the basis of his views
as to what the price should be and then hold these bills in abeyance
until after formal approval of the new price schedule is received.

While I still believe the former method is the best, yet if
My, Dreitzler insists on his views 1 see no particular reason for
_voleing an objection. In view of the slow progress being made here
it may still be some considerable time before I will get an opportunity
to go to Seattle with you. I believe you should fully appreise lr.
Dreitzler of this situation so that he will not get the opportunity
to get the impression that we are stalling.

LY/ jwm
L. YAGER.

¢e lr. Bernard Blum




Brainerd, Minn., February 25,

Mr. L. Yager:

In response to my letter of February 18th
to Mr. Dreitzler, of which I sent you copy, the West
Coast Wood Preserving Company wired me on February 24th
as follows:

"Regarding letter 18th., To save duplication
involicing suggest we price February business basis
new contract even though pgpyment may be deferred
pending epproval. Advise.

If, as suggested, they are wllling to walt
for payment of the February bills until final approval
of the revised contract with the understanding that th
emount due them will be subject to correction to conform
with the new rates approved, then 1t seems to me there
should be no objection to thelr suggestion. Thils would
save a lot of clerical work in this offlice as well as
for the contractor.

We estimate that the W.C.W.P.Co., bills for
Februsry would, at the old rates, amount to about $6425.00
and at the new rates proposed about §7245.00, or a dif-
ference of only $820,00 that would be subject to correction.

In view of our satisfactory business re-
lationship with the West Coast Wood Preserving Company
during the past 17 years, I would not hesitate to comply
with their suggestion in this matter.

Will you kindly advise what I should reply
or if you will let them know directly from your office?

AJL:lp

ce: Mr. Bernard Blum.




Brainerd, Minn., February 18, 1944. % 7

Mr. R, F. Dreltzler

Assistant Manager

West Coast Wood Preserving Co.
1118 Fourth Ave. at Seneca S5t.
Seattle, Washington

Dear Mr, Dreitzlers

In reply to your letter 'of Februsry 10th
concerning proposed revision and renewal of contract cover=-
ing treatment of Northern Pacific Rallway Company material
at your Seattle plant;:

As mentioned in our discussion in your
office last week, Mr. Yager has been so busy with other
matters that he was unable to go to Seattle as he hed
planned and he now finds 1t necessery to make snother trip
to Washington, D, C., next week so it secms doubtful if he
will have an opportunity to go over the revision with us
and obtzin approvel in time to avoid delay in payment if
new rates are used in making up your February bills.

If you are depending on usual prompt
payment £ think it would be best for you to present in-
volces for Febraury at the old rates and bill us for balance
due you under the new rstes as soon as new rates are form-
ally approved.

I will wire you if it seems possible to
obtain final asction before the end of this month as we
planned, but in view of the circumstances mentioned we
regret to say that it may not be possible before the middle
of March,

With best wishes,

Yours truly,

AJL:lp § Preservation,

co: Kr, L, Yager
My, G, H, Stone
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St Paul, Feb 8 1944 A J Loom

- Paradise

Trip tp Coast postponed account immediate emergenoy trip to
fashington. You may advise Horrocks that we will arrive Seattle
as soon as I have been able to clean up emergency matters in

the Last. Y-99

L YAGER



St. Paul, Jan, 7, 1944

Mr. Sernard Blum:

I have looked over the file you left with me a few days
ago on Mr. Horrocks' request for increasing prices in contract with
the west Coast lWcod Preserving Co.

It occurs to me that there are so many smaller issues

unsettled, and the fact that lr. Horrocks desires to have the revised

agreement consistent with current OPA regulations, thatrit would take

an interminable time to adjust all these matters by correspondence

so that 1 believe lr. Loom and I should make a trip to Seattle and

endeavor to straighten out all of these details to the end that a

mutually satislactory revised schedule be prepared at an early date.
I would like to plan on making this trip soon after you

return to St. Paul,




Er. Sernard Blum:
1 have looked over the file you left with me a few days
g0 on Mr. Borrocks' request {'or increasing prices in contraot with

the hest Coast Wood Preserving Co.

1t occurs to me that there are so many smaller issues

unsettled, and the fact thet lr. Horrooks Jesires to have the revised
agreement consistent with current CPA regulations, that it would take
an interminable time to adjust all these matters by correspondence
so that I believe Mr. Loom and I should meke a trip to Seattle and
endeavor to streighten out sll of these details to the end that &
utually satisfactory revised schedule be prepared at an sarly date.
1 would like to plan on making this trip socon after you

return to St. Paul.
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St. Paul, Minnesota

November 5, 1937.

Mr. Bernard Blum:

Referring to the attached containing

voucher covering October bills from the West
Coast Wood Preserving Company submitted with Mr.
Loom's letter of November 4th:

In view of the latest ruling of our
Western Counsel that this tax is not properly
assessable we should revise the voucher to ex-

clude the 2 per cent sales tax.




OF
TIMBER PILING

In the erection of important
structures there is no proper
place for experimentation
with processes or materials
which do not have a long and

satisfactory record of service.

WEST C(OAST WOOD PRESERVING (0.

OPERATING TWO PLANTS ESTABLISHED IN 1906, WHICH
ARE NOW THE LARGEST WEST OF THE MISSISSIPPI.

Office: 1118 FOURTH AVENUE, SEATTLE Plants: West SEATTLE and EAGLE HARBOR




) TIMBER—
The Ideal Structural Material

TIMBER, since earliest history, has been the most readily available, easily worked and

adaptable structural material. Its lightness, strength, low cost, inherent natural

durability when properly used, and unlimited supply, are recognized as outstanding

Netural Enemied

qualities.

Parallel with the growth of trees, Nature pro-
vided various scavenging agencies to dispose
of dead and down timber. The most active
and efficient of these from standpoint of dis-
posal are:

(@) On land and in fresh water, various
types of fungi which feed by attacking and
disintegrating wood fiber. The resultisknown
as “decay.”

(b) Onland, also, termites (“white ants™),
which excavate timber to provide a home and
at the same time use the fiber as food.

(¢) In sea water, many types of low order
worms and bugs, generally known as teredos
and limnoria, respectively.

These scavenging agencies do not distin-
guish between timber serving a useful pur-
pose and that which is a nuisance.

.%MWM in Wood
Predervation

Man’s effort to protect his structures from
destruction was the genesis of the art of Wood
Preservation. Many early expedients such as
charring the wood, painting or smearing
with bitumen, etc., served well enough for
a short time. As timber became more valu-
able and structures built of it more costly
and important, search for means of protect-
ing wood from its natural destroying agen-
cies became very active. It followed naturally
that chemistry was the basic science to be-
come involved in that search.

In due time it was discovered that certain
inorganic salts, soluble in water, when ap-
plied to timber were poisonous to fungi and

other wood destroying agencies. Preserva-
tives such as Zinc Chloride, Copper Sulphate,
Bichloride of Mercury, Sodium Fluoride,
Zinc Sulphate, Arsenic, and others, have been
proposed for wood preservation, but all ex-
cept Zinc Chloride have failed to be accred-
ited because of the hazard in handling, cor-
rosiveness or leachability and none are rec-
ommended for permanency when installed
in or in contact with running water.

Coal Tar Creosote, formerly known as
“Dead Oil of Coal Tar,” was early found to
be extremely poisonous to fungi, termites and
marine borers. The oily and insoluble nature
of this preservative, together with its uni-




formly high toxicity and permanence give
it unique qualities which have stood the test
of time. The earliest record of the treatment
of timber with Coal Tar Creosote, injected
under pressure, was in England in 1838 and
in the United States in 1865. Consumption
of Coal Tar Creosote for timber preserva-
tion in the United States in 1936 was 154,-
000,000 gallons and in 1919, for comparison,
67,900,000 gallons were used. It is of interest
to note that 18,970,000 linear feet of piling
was treated with Coal Tar Creosote using the
pressure process in the United States during
1936. The increasing use of Coal Tar Creo-
sote in practically all types of permanent
construction attests the reliability and effi-
ciency of this preservative.

Mechanics in the development of treating
equipment has played a major part in the
art of wood preservation. Treating plants

were devised, consisting of steel cylinder
fitted with swinging doors which can b
hermetically sealed against internal pressure.
This equipment permits the filling of the
cylinder, completely covering the charge
with the treating solution and the applica-
tion of pressure of sufficient intensity to
force the preservative into the timber deeply
and uniformly from all surfaces.

This pressure process requires substantial
outlay of capital in plant construction. How-
ever, the success of this method of treatment
has more than justified the expense involved.
The pressure process, using an accredited pre-
servative, is now universally specified for the
treatment of timber where positive immun-
ity from wood destroying agencies is desired.
There are in the United States 152 pressure
timber treating plants operating 359 retorts.

New and Revived Mellods

With the increased demand for treated tim-
ber, many new or unproven preservatives
and methods of treatment have been ex-
ploited during the last few years. While some
are new, others are merely an adaptation of
some old method discarded years ago. The
test of time under actual service conditions
is the only proper method of evaluating pre-
servatives and processes.

A typical example of a revived method of
treatment is the Boucherie Process. This proc-
ess was developed in France about 1840 for
use in treating round poles with water borne
toxic inorganic salts. Only fresh cut poles or
piles can be treated by this system. Poles
treated by the Boucherie Process had been
limited to conditions of exposure not in con-
tact with fresh or marine waters. The treat-
ing operation consisted essentially of the fol-
lowing steps:

(1) The poles or piles with the bark intact

were placed horizontally on skids. The butts
were then capped with a sealed fitting.

(2) The caps were connected by hose to
an elevated tank containing the water borne
preservative or to a low pressure pump. The
static head of the elevated tank, or the pump
at low pressure, slowly forced the preserva-
tive through the timber from the large end
to the small end or to a predetermined point.

(3) The poles after treatment were peeled,
trimmed and properly air seasoned before be-
ing used. As the treatment only penetrated
the sapwood, carefully controlled air season-
ing was necessary in order to avoid excessive
checking through the penetrated zone. Such
checking would expose the untreated in-
terior to wood destroying organisms.

A treating process recently introduced in
Pacific Coast states is in principle and me-
chanical application similar to the Boucherie
Process.

N\ Compariton of Boucherie to Accredited

The theory of treatment by the Boucherie
Process is that toxic inorganic salts in water
solution can, under moderate pressure, be
slowly forced from the butt end of a pile
or pole through the cells of the sapwood the
entire length of the stick, and that in so doing
the native sap is driven ahead and out of the
top end, resulting in toxic solution displac-
ing the native sap in the wood cells. Since the
top end must remain open no greater volume
of toxic solution can be left in the timber
than that of the sap displaced. It is probable
that only sap contained in the wood cells has
been removed and that the volume of sap
required to saturate the wood fiber has not
been disturbed.

Piles and poles treated by this process have
a moisture content equal to or greater than
that present in the growing tree. Such tim-
bers, if installed where drying conditions
prevail, can be expected to check fully
as radically as fresh cut, untreated stock,
thus exposing untreated wood to destroying
agencies.

Great care must be exercised with this
treatment that the outer surface of the tim-
ber to be treated is not cut or severely bruised.
It must also be relatively free from knots,
burly grain or other similar characteristics.
Such defects will cause the preservative solu-
tion to by-pass, with the result that a section
of wood for some distance beyond such de-
fects will not be adequately penetrated. Piles
and poles by preference, because of these
hazards, are treated by the Boucherie Process
with bark intact. Likewise, since the treat-
ing solution must flow from cell to cell with
the grain, knots which lie angled across the
grain will remain untreated. It is common
knowledge that marine borers will enter
through untreated knots when a more desir-
able opportunity does not exist. The uncer-

tainty of securing a deep and uniform pene-
tration of the sapwood throughout the entire
length, because influenced by natural physi-
cal defects such as scars, burls, knots, etc.,
will undoubtedly be reflected in the ultimate
life of the pile in marine borer infested wa-
ters. However, the bark itself, as long as it
remains intact and adhering to the pile will
be to some extent repellant to marine borers.

Piles and poles which are to be impreg-
nated with Coal Tar Creosote are either pre
air-seasoned to a low moisture content or
are seasoned during the treating process by
boiling in creosote at low temperature under
vacuum. This results in the wood cells and
fiber being reduced to a low moisture con-
tent; and in the timber being warmed and
expanded ready to receive the creosote when
forced into the timber under moderate pres-
sure. By this method creosote permeates cells
and cell walls of the sapwood alike and pene-
trates sound knots freely. The absorption of
creosote can be controlled to satisfy the
volume required by the purchase specifica-
tions. Inspection consists simply of boring
the treated timber to make visual determi-
nation of depth and density of penetration.

There is a wide variety of inorganic salts
or of combinations of such which are toxic
to fungi, termites and marine borers. Only
such salts as are water soluble can be made
available for wood preservation since they
must be forced into the wood under hydrau-
lic pressure. It is considered good practice
that timber treated with toxic salts in solu-
tion be dried after treatment and used only
where not exposed to still or running water.
If exposed to water, progressive dilution and
carrying away of the preservative salts can
be anticipated. Piling located in running
streams or in sea water subject to ebb and




flow of tides would be especially vulnerable.

In preservative processes where impregna-
tion is accomplished under pressure in closed
cylinders, the volume of preservative left in

the wood is under definite control and can
be varied to suit conditions under which thl
treated wood is to be used. With the Bou-
cherie Process, on the other hand, only as
much treating solution as is re-
quired to displace natural sap in
the wood cells can be left in the
timber.

The Boucherie Process for
treating timber with water sol-
uble salts antedated the first re-
corded use of Coal Tar Creosote in
pressure processing by about two
years. The 1936 consumption of
Coal Tar Creosote and production
of piling treated with Coal Tar
Creosote by pressure process—
cited above—compared to the
small amount of material treated
to date by the Boucherie Process,
is convincing evidence of the rela-
tive merits of the two processes.

Coal Tar Creosote for use as a

Boucherie
Treating Plant

Figures 1, 2 and 3 show the government
Boucherie treating plant at Soro, Den-
mark. The preservative solution is con-
ducted from the tank in the bigh tower
through the small header pipe shown
parallel to the ground in Fig. 2 and dis-
tributed through rubber hose pipes to the
chambers at the butt ends of the poles
formed by the wooden blocks and pack-
ing as shown in Fig. 3. The pressure
caused by the height of the solution tank
forces the preservative through the poles

lengthwise, and treatment of the entire

(Courtesy 1927 Proceedings, Aw;,m%:m
W ood-Preservers’ Association.) <

sapwood is complete in 10 to 12 days. —

e
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Front view, one of our 6-
cylinder creosoting plants,
showing transfer table for
charging retorts in fore-
ground. Retorts 7Y, feet di-
ameter by 132 feet long.

wood preservative is now produced to con-
form rigidly to specifications drawn by the
American Railway Engineering Association
and the American Wood-Preservers’ Asso-
ciation. From the status of a by-product
prior to the discovery of its toxic properties
and of its adaptability to wood preservation,
Coal Tar Creosote has become a commodity
for which there is a world-wide demand and
is produced to satisfy rigid specifications sci-
entifically evolved.

Parallel with the development of a stand-
ard Coal Tar Creosote is the improvement
and standardization of methods for its appli-
cation as set forth in the specifications of
the American Wood-Preservers” Association.
These standards are adopted, in the essen-
tials, by the Federal Government, The Amer-
ican Association of State Highway Officials,
American Railway Engineering Association,
and many other organizations.

Standard Coal Tar Creosote contains prop-
erties highly toxic to fungi, termites and
marine borers, as proven by exhaustive lab-
oratory tests and long and extensive service
records. It has a specific gravity greater than

that of water; it is an oil, consequently can-
not mix with, be dissolved in or carried away
by water. It is dependably toxic to all forms
of wood destroying organisms; permanent;
available from a large number of suppliers;
non-proprietary and moderate in cost.

This view of the retort control room in our Eagle
Harbor Plant illustrates the high type of scientific
control apparatus employed in the creosoting process.
Constant study and rvesearch development over a
period of many years, plus large investments in plant
and equipment, bas made it possible to produce a
properly processed product which will fulfill the pur-

pose for which it is intended,



Piers 40 and 41, the great terminals of the Seattle Port Commission. These are the largest piers of this type in the
world. All piling used in the construction of these piers is Creosoted Douglas Fir.

Method of Theating Douglas Gir Piles
with Crecdote

The process of preserving timber with creo-
sote consists essentially of two main steps:

1. Seasoning.

2. Impregnating with creosote.

The success of a wood treating operation
depends largely upon the preparation of the
timber to receive the preservative. All green
timber requires a reduction in the moisture
content before it can be satisfactorily im-
pregnated. The removal of moisture from
fiber and cells makes room for uniform dis-
tribution of the preservative.

Seasoning is accomplished by the Boulton
Process or a combination of the Boulton

Process and air seasoning. This process is
applied in the following manner:

The treating cylinder is filled with warm
creosote so that all the timber is covered.
The creosote is then heated to 190° F.-220°F.,
depending upon the size and moisture con-
tent of timber, while a vacuum of 20 inches
or more is applied and held until the moisture
content is reduced to a point where the wood
is receptive to the injection of the preserva-
tive. The vacuum, which reduces the boiling
point of moisture in the timber, together
with the temperature of the wood heated by
the surrounding creosote, causes this mois-

AL

ture to evaporate. The evaporated moisture

Xwasses through a condenser and the rate of
its accumulation is a measure of the progress
of seasoning.

This process of removing moisture from
timber has all the advantages of controlled
kiln drying. It is accomplished at low tem-
peratures, in a relatively short period, with
complete freedom from injury to the wood
structure and the timber is thoroughly ster-
ilized against decay. Timber, seasoned by
this method, is in a stabilized condition and
natural seasoning checks are developed and
impregnated during treatment, thus elimi-
nating the hazard of any after treatment

checking. After the seasoning period is com-
pleted, creosote is injected into the timber
under moderate hydraulic pressure until a
specified amount is absorbed. The range of
temperature and pressure are controlled to
produce as deep and uniform penetration as
the specified amount of oil will permit.

The usual absorption of not less than 12
pounds of Coal Tar Creosote per cubic foot
of timber is recommended for permanent
bearing and brace piles placed in marine wa-
ters, while for fender piles a minimum of
8 pounds per cubic foot is usually specified.
The 8 pound absorption is recommended for

piles and poles used in inland construction.

3@[0@«;3 Value a{ Creodoled pi[ed

Numerous cases are on record where struc-
tures have been abandoned or altered and
the creosoted piles salvaged and used in other
structures. Four typical cases are cited:

(1) SanTa Monica (California) LonNe
WHARF.

This wharf was built by the Southern
Pacific Railroad in 1891 and 1892, using
132,000 linear feet of creosoted piles. The
dock was dismantled in sections between
1916 and 1921 and most of the reclaimed
piles were reused in land and marine struc-
tures, indicating their satisfactory condition
after long service in the original structure.

(2) Toop SHip YarD at Tacoma, Wash-
ington.

Three thousand creosoted piles treated to
a net retention of 12 pounds per cubic foot
were driven in 1917 during the construction
of this plant. All were pulled and salvaged
in 1931. These salvaged piles have since been
sold and redriven in various structures in
Puget Sound. One dock where 300 of these
reclaimed piles were used was examined by

a diver in 1937 and found to be in perfect
condition.

(3) SouTHERN Paciric FERRY LANDINGS
at Port Costa and Benecia, California.

These docks were driven in 1920 and con-
tained 9,346 piles, lengths 40 feet to 115 feet,
treated with Coal Tar Creosote to a net re-
tention of 12 pounds per cubic foot, in
accordance with the Southern Pacific Rail-
road specifications. On the abandonment of
these docks, the piles were pulled and sal-
vaged in 1931. The reclaimed piles have been
used in various structures, including South-
ern Pacific Alameda and Park Avenue sub-
waysin San Jose.

(4) P1ER 5, PUGET SoUND NAVY Y ARD.

This pier was constructed in 1913 by the
International Construction Company and
later widened in 1921. The original dock
contained 693 bearing, 264 brace and 22 bol-
lard piles, while the new addition includes
411 bearing piles. This dock was dismantled
in 1923 and all the piles except those dam-
aged by mechanical injury were salvaged
and later used in various structures in Puget

Sound.




Service Records of Creodoted Douglas Fir Piled

The following tabulation of representative service records of creosoted Douglas Fir piles, with
others which are available, points to the long life and economic usefulness of this product.
No other wood preservative has this enviable record.

SEATTLE

Year Lineal Feet

Pier Installed Driven REMARKS
Connecticut Street . . . 1918 111,855 Piling now being salvaged and re-used. Excellent condition.
Bell Streer . . . . . . 1913 228,993 Inspection 1928, less than 5% bad. 3,000 lin. ft. replacements to date.
Hanford Street . . . . 1914 236,400 No replacements to date.
Lander Street’ . . .. . . 1915 91,200 Good condition. No replacements.
Lenora Street “A” . . . 1915 & 1930 104,500 Majority of 1915 piles—fair. 1930 piles—OK.
Lenora Street “B” . . . 1918 81,000 Inspected 1930, none classified as bad.
e ot e e e e IS 181,600 Inspected 1930, 4% bad. Estimate 10,000 lin. ft. replacements to date.
Pier A4l o { Saaaa e 121D 269,000 12,000 lin. ft. replacements to date. Piling in fair condition.
Spokane Street . . . . . 1914-16 177,500 Fair condition. No replacements.
Stacy Street T T S L 104,780 No replacements to date,

1,586,828

Notk: Piling driven at Pier 40 in 1913 were salvaged in 1930 and redriven at Lenora Street. 85% were in good condition.
These records of properties owned and operated by the Port of Seattle are typical of many others located in the Puget Sound area.

SAN FRANCISCO

Year Number
Pier Installed Pieces REMARKS

Pier 90 W o . s e BOLL-TS 1,680 Piles in poorer condition than other piers but still serviceable.
Pier being replaced.

LT S e s 936 Majority of piles serviceable but structure should be replaced.

Pree s 207 a fon SRR e el 19D 84 Piles serviceable.

Pier 14 & & ¢ - & = = 1914 L5957 Majority piles still serviceable.

Pier 460 80 % 1914 2,275 Majority piles still serviccable. About 300 replacement piles driven.

Pier 46 Trestle . . . . 1914 173 Trestle removed. Piles pulled and redriven various locations.

Pier 46 Bulkhead . . . . 1914 179 Replaced with concrete, Bulkhead creosoted piling left in place and
jacketed with concrete.

Pierailish R = o 1,379 Pier replaced. Creosoted piles left in place and concrete jacketed.

T A R R (017 528 Now being removed. Creosoted piles serviceable except for rotten
tops and some defects caused by abrasion and long service wear.

RS 2 e e g 0 o BHED 511 Removed 1932-33. Creosoted piles same as Pier 19.

Pler25 A sSNE N e e o, 714 Piles all in service. Structure should be replaced.

Pier' 27 ‘Track .o e o 0 1914 573 Piles for most part serviceable. Structure should be replaced.

T RO S R R T 287 Majority of piles serviceable.

Pieci 43 LSS SEERE S 101 533 Majority of piles serviceable.

Prepl A7 o o he Lt S ROy 1,381 Majority of piles serviceable.

Piert 180 SRR S R e 9T 1,381 Majority of piles serviceable,

Prery 220 v il SO eRER e 9, 658 Majority of piles serviceable. In making alterations pulled piles
and drove them with the small end up. All in service.

Piegs 240 o RSO 1,452 Majority of piles serviceable.

Pre cz U L S e SR 05 1,092 Piles all in service. Structure should be replaced.

Pier 210 0 e 915y 560 Pier removed. Piles serviceable except for some rotten spots and
defects caused by abrasion.

Pior a7 s N O 2750 Majority of piles serviceable. Piers better than other piers, because
of proximity of large sewers.

Piep #4l" o mastl S SES SLO 1,057 Majority of piles serviceable. About 100 replacements made.

Pier 46 L a fal s d9)7 329 Extension. Majority piles still serviceable.

Prep 42 et ISR L SO 1,094 Majority of piles serviceable. About 100 replacements made.

PBregsaann 10 L e S19d9 522 Extension. Majority of piles serviceable.

The above described existing docks, owned and operated by the California State Board of Harbor Commissioners, contain at least 25,000
Creosoted Douglas Fir piles. It is understood these docks were constructed for an anticipated life of 20 years, but that service record indi-
cates with moderate renewals, 30 years of service will be realized, except in a few instances where structures were removed in about 20
to 25 years, in which cases, many piles were re-used for repairing old structures.

10
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WEST SEATTLE PLANT

Inquiries on the proper use and adaptability of Creosoted Douglas Fir
Timber are solicited. Our Chemical and Engineering Staff is readily
available to assist in your problem.

EAGLE HARBOR PLANT

WEST COAST WOOD PRESERVING (0.

Office: 1118 FOurRTH AVENUE, SEATTLE Plants: West SEATTLE and EacLE HARBOR










1, ¥inn., Feb, 87, 1937,

¥ A | o, e g
ie Y ‘P‘}).‘ J..f";y

& ivne
G ONe o

4 L
r,' M:‘,

L
| ¥

Y OIS
Lo A

Fala

one
on file © &
\aild keep

e

- o

there and two coples
o ooy

8 Posine M o
givec iyom My, Ia

lated Jamary 20th,
357, between the
and the Noxrtl

A Y o2
VAT

oy e
¥ 8

a

ny

% pan

to Parsa
to
at his offioe

copy




St. Paul, Minnesota

Februsry 26, 1937

Mr. A, J. Loom:

Herewith for your use three (3) copies of
egreement dated January 26th, 1937, effective Janu-
ary lst, between the West Coast Wood Preserving Com-
pany and the Northern Pacific Railway Company, cover-
ing the treating of ties and other material at

Seattle.

L/ YAGER.
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Februery 6, 1937

My, A. D. Barrall

Secretary - Treasurer

#est Coast Wood Preserving Co.
1118 « 4th Ave. at Seneca 5t.
Seattle, Washington

Dear Sir:

Referring to your letter of Februéry
2nd calling attention to an omission in your
executed copy of contract dated Januery 26th:

I have arranged to have the corporate
gseal affixed end attested by the Assistant Secretary
who is suthorized to attest such documents.

Trusting that this now meets with your
approval, I am,

Yours very truly,

L. YAGER.




St. Paul, Minnesota

February 5, 1937.

Mr, Bernerd Blum:

Referring to the attached letter from Mr.

A. D. Barrall, Secretary-Treasurer of the West Coast

Wood Preserving Company,of February 2nd réquesting COIe

plience with the last paragraph of the contract requir-
ing fixing ®f corporate seal and attesting by our

secretary:




L. J. COLMAN L. C. HENRY A, D. BARRALL H. E. HORROCKS
PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER MANAGER

WEST COAST Wo0D PRESERVING

CREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS

e Sné:;usop TO CABLE ADDRESS
N CREOSOTING PLANT “CREOSOTE"
PACIFIC CREOSOTING PLANT HTETAE AVIER IS E NBGATST:

SEATTLE,11.S.A. 4@>\
Februery 2, 1937 /TN

L. Yager, Assistent Chief Engineer “_f Y
Northern Pacific Railway Company -, >

Saint Paul, Minnesota NCA W
\\ L#
N
b4

/

Dear Sir:

IF THE FOLLOWING OFFER IS ACCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJECT TO DELAY IN CASE OF STRIKES, LOCK-0UTS, FIRES, INABILITY TO SECURE CARS
OR TONNAGE, TRANSPORTATION DELAYS IN TRANSIT OF MATERIAL DR OTHER CAUSES OF DELAY BEYOND OUR CONTROL OR BEYOND THE CONTROL OF ANY PARTY
RESPONSIBLE IN FULL OR IN PART, TO THE WEST COAST WODD PRESERVING CO., FOR THE FULFILLMENT OF THIS CONTRACT.

TERMS: NET CASH TD US, PAYMENT BO DAYS FROM DATE OF SHIPMENT; NECESSARY FREIGHT ADVANCES SUBJECT TO SIGHT DRAFT, WITH BILL OF LADING.
INSPECTION AND/OR ACCEPTANCE OF MATERIAL AT OUR PLANTS IS TO BE FINAL.

We are returning herewith our copy of contract
covering treatment of forest products, for completion
of signature which does not seem to coincide with the
last paragraph which cells for the fixing of the cor-
porate seal and attesting by the Secretary.

; Will you please have this completed and return
;0 US.,.

Yours very truly,

PRESERVING CO.

)

.

Secretary-Treasurer

ADB:I
eénc.
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Januery 30, 1987.

Mr. H. E. Horrocks

Manager -

West Coest Wood Preserving Co.
1118 - 4th Avenue

Seattle, Washington

Dear Mr. Horrocks:

I am sttaching hereto your copy of
contract covering treatment of forest pro-
ducts at your plant executed by Northern Pac-
ific Viece President under dete of Janusry 26,
1937,

Kindly acknowledge receipt.

Yours very truly,

L. YAGER.




L. C. HENRY KENNETH B. COLMAN

S s v s Y~y e A D. BARRALL

PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER

H. E. HORROCKS
MANAGER

& WesTt GoasT Woop PRESERVING (O.

CREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS
CABLE ADDRESS

SUCCESSORTO
GSUnE (e ot e 1118 4TH AVE AT SENECA ST. e

SEATTLE, U.S.A. /I;ﬁ%7>‘
January 25, 1937 : 5 0,

/

oo %4>

o )7

L. Yager, Asst. Chief Engineer )
Northern Pacific Railway Compeany N0
Saint Paul, Minnesota

Dear Mr. Yager:

IF THE FOLLOWING OFFER IS ACCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJECT TO DELAY IN CASE OF STRIKES, LOCK-OUTS, FIRES, INABILITY TO SECURE CARS
DR TONNABGE, TRANSPORTATION DELAYS IN TRANSIT OF MATERIAL OR OTHER CAUSES OF DELAY BEYOND OUR CONTROL OR BEYOND THE CONTROL OF ANY PARTY
RESPONSIBLE IN FULL OR IN PART, TO THE WEST COAST WOOD PRESERVING CO., FOR THE FULFILLMENT OF THIS CONTRACT.

TERMS: NET CASH TO US, PAYMENT B0 DAYS FROM DATE OF SHIPMENT; NECESSARY FREIGHT ADVANCES SUBJECT TO SIGHT DRAFT, WITH BILL OF LADING.

INSPEWTION ANDIUR ACCEPTANGCE OF MATERIAL AT DUR PLANTS IS TO BE FINAL.

Acknowledging yours of the 22nd with blueprint
enclosures.

We have made comparison with the original contract
and also the draft for renewal of same, and agree with you
that these corrections while desirable are minor in charac-
ter and do not alter the essence of the new contract.

Manager
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St. Paul, Minnesota

January 22, 1937.

Mr. A, M, Gottschald:

There has just been submitted to the Vice
President for execution new contract with the West Coast
Wood Preserving Company for creosoting ties and timber
at Seattle, Washington. This should reach you shortly.

When this is being prepared for circulation

I would be glad if you would let me have six (6) copies

for use of our tie treating plants, ete.

TRG:m L. YAGER




St. Paul, Minnesota

January 22, 1937.

Mr. Bernard Blum:

I am attaching hereto the original

and duplicate of the draft of contract between the

Northern Pacific and the West Coast Wood Preserv-
ing Company.

These two coples have been properly
executed by the appropriate officers of the Wood

Preserving Company.

L. YAGER.




Jenuvery 28, 1937.

Mr. H. E. Horrocks, Manager

West Coast Wood Preserving Co.
1118 = 4th Averme at Seneca Street
Seattle, Weshington

Dear Mr. Horrocks:

Your letter of Jenuary 19th returning the two executed copies
of econtract draft were received today.

After sending you the two coples of the contract with my letter
of Jenuery 12th, we made & very critical editlng review of the
drafts and found the following changes: -

In Paregraph 3, the word "desired" has been changed
to "desires”.

In Paragraph 12, the word "sufficlient” has been used
insteasd of "sufficlently”. -

In Parsgraph 19 on top of page 6, the word *and” has
been added between the words "treating" and "loading".
To avoid econfliction with the new price scheduls, the
last sentence of this peragraph has been deleted.

In Specification 4 of Exhibit A, the word "rail” has
been added between the words "different" and "gsectiona™
in the last line.

In Specification 20 of Exhibit A under "Retreatment™

we have thought it best to rewrite this peragraph to

avoid any possible confliction with the provisions of
peregraphs A~l, A=2, A=-3, B-l, B-2, B-D, B-4 and C~l1

of the new contrset price schedules.

I have teken the liberty to make these minor gorrections before
gsending the contract for execution on the part of our officers.
I am attaching hereto two blueprint coples of the draft as now
revised.

" Yours very truly,




k. €. HENRY KENNETH B. COLMAN

oo =) A D. BARRALL H. E. HORROCKS
PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER MANAGER

v  WeEsT GoasT Woon PRESERVING Co.

GCREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS

SUCCESSOR TO CABLE ADDRESS

COLMAN CREOSOTING PLANT o “CREOSOTE"
PACIFIC CREOSOTING PLANT 118 4TH AVE. AT SENECA ST.

SEATTLE, U.S.A.
January 19, 1937

L. Yager, Assistent Chief Engineer
Northern Pacific Railway Company
Saint Paul, Minnesota

Dear Mr. Yager:

IF THE FOLLOWING OFFER 15 ACCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJECT TO DELAY IN CASE OF STRIKES, LOCK-0OUTS, FIRES, INABILITY TO SECURE CARS
OR TONNAGE, TRANSPORTATION DELAYS IN TRANSIT OF MATERIAL OR OTHER CAUSES OF DELAY BEYOND OUR CONTROL OR BEYOND THE CONTROL OF ANY PARTY
RESPONSIBLE IN FULL OR IN PART, TDO THE WEST COAST WOODD PRESERVING CO., FOR THE FULFILLMENT DOF THIS CONTRACT.

TERMS: NET CASH TO US, PAYMENT 60 DAYS FROM DATE OF SHIPMENT; NECESSARY FREIGHT ADVANCES SUBJECT TO SIGHT DRAFT, WITH BILL OF LADING.
INSPECTION AND/OR ACCEPTANCE OF MATERIAL AT OUR PLANTS IS TO BE FINAL.

We have carefully reviewed and compared the
two copies of draft of contract which were enclosed
with your letter of January 12 and are returning them
to you herewith, having been executed by proper offi-
cials of our company.

We very much appreciate the renewal of contract
for treating your material. Relations with your company
in the light of the preceding contract have been most
pleasant and satisfactory and we anticipate that all
concerned will be happy in working under the new con-
tract.

With personal regards,

Yours vefy .
i /I:y' /4

Menager

HEH: I
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CONTRACT mads $his dayof ________, A D. 1936, between
the NORTHERN PACIFIC RAILUAY OOMPANT, a Wiseonsim sorporation hersinefter
esxlled the "Railwmy Compeny”, aad the WEST COAST WOOD PRESERVING COMPANY, a
Washington corporation hereinafter called the ™Crecsoting Compeny”.

In consideration of the mitual dependent premises stated in this contract
the parties agres:

I. The Creosoting Coupsny shall stors for seasoning snd treat at its plant
loeated in the City of Seattle, Washingtom, such forest products as may be offer-
ed by the Railway Company from time o time in acoordance with spsecifiecations in
Exhibit "A" attached end made part of this contrset. The term "forest products”
used herein is inelusive of croas ties, bridge tles and switch ties, timber,
Lumber, piling, and poles. It is understood and agreed that: (a) The Railway
Company reserves the right to treat amy portion or all of the forest products
used by it in the territory tributary to the Creosoting Company's Seattle plant,
in eny one or more of the Reilway Company's presently owned and individually
operated tresting plants. (b) The Railway Company shall offer to the Creosoting
Company for treatment under the terms of this comtreet all forest products not
reserved under the provisions of the foregoing paregraph (a).

II. The Orecsoting Compeny agrees that its plent shall be maintained during
the term of this agreement in such degree of working efficleucy that the capacity
of the plant shall be adequate at all timss to treat the yearly requirements of

the Railway Company.

III. The Reilway Compeny will notify the Creosoting Compeny in writing prior
to the first of October of each year of the approximete nwuber of cross ties and
other forest products which it desires to have stored for seesoning and subsequent
$reatusnt during the following calendar year.

IV. The forest products to be furnished hereunder shall be delivered on cars
at the plant of the Creosoting Company. The Crecsoting Compeny shall promptly
Amodnnmntm&huhrmhthlmnﬂotth-phntrormuu.
mmwmumngunvmuwmmuumwhun
regard to 1ts ocapasity for receiving end stackinmg material. The Crecsoting Company
shall pay the Rallway Compeny eompsnsation for sny delays in unloading said cars
in sccordance with the rates set wp in the Rallway Compeny's published demurrege
tariffs whenever sight (8) or less cars are delivered per day. Whenever more than
eight (8) cars per day shall be delivered the exense incident to the detention of
cars for unloeding shall be sssumed by the Railway Company. The Crecsoting 3
will acoept delivery of forest products on soows or im ryafts dlongside ita plent
under the same sonditions as outlined for delivery on cars, exvept that the
thwnnmcummtowmmmcmmm-h
wnloading such scows or rafts,

Vs The Railwsy Compmny will furnish open cars, in so far es may be possible,
for delivery of untreated material emd for shipment of treated material., The

ing shall be done so fur as 1s practicable at times most comvenient to the Railway
Company between the hours of 7:00 A, M, and 63100 P. M.

vi. m«:muen-hnhmmwwmuuunwth
Railway Compeny %o facilitate stacking for seasoning and subsequent treatment by
grades. Switch tles, timber and piling delivered shall be sorted by the Crecsoting
Company at its own expenss, for its convenienss in handling for treatmsnt.

viI. mtmumumu"wm»Muummwtu
Railway Company. Cross ties will be loaded by grades end rail borings. Switoh
ties will be loaded by lemgths.

mm—:mmxrmmmmmmmwnn
out treatsad material, mcrnmwm:mtogiummumcwn
hutﬁndm'miuu»ththmhuumrlqm.



‘ YIII. 7The Creosoting Compamy shall provide fire protection for seasoning end
storege yard satisfactory to the Reilway Company.

The forest products shall remsin the property of the Railwey Compeny
end be insured hy it against loss by fire.

IX. The Crecsoting Company ggrees to count and tally material received in
sach car a8 soon as possible after regeipt of car at its plant, elther before or
immedlately after unloading, against invoice or inspection reports furnished by
the Railwey Company and to mail reports of such tally to the Railway Corpany's
representative immediately after each involes or inspection report has been
tallied,

The Crecsoting Company agrees that, as far as practicable, it shall have
painted on eagh stack the initial, mmder, and out turn of each car from which
material is unloaded, snd the date of unloading,

The Crecsoting Company sgrees to returm to the Rallwey Corpeny the
identical ymterial shipped to it by the Railway Company after said material has
been treated, and in case there should be any shortage whatever, the Creosoting
Company agrees to pay the Railway Compeny therefor at the market price at Seattle,
#ashington, of like material at the time the shortage is discovered; provided,
howevexr, that the Creosoting Compeny shall mot be responsible for shortage result-
ing from fire or csuses which ars clearly beyond its control. Joint inventories
of all forest products shall be taken at least every six months, and diserepancies
found adjusted at that tims.

The Creosoting Company agrees to furnish reports of all material delivered,
shipped, used, and on hand at regularly stated intervals as mmy be required by the
Store Departmant or the Insurance Department of the Realilway Corpany.

X. The Railway Company will furnish all ereosote and petroleum oil required
to treat its material under this ngreement. The Crecsoting Company agrees to unload
and stors all creosote and petrolewm oil furnished by the Railway Company in rail-
road tank cars at the plent. The Creosoting Company agrees to set aside a storage tank -
with a cspecity of 300,000 gallons for creosote fuwrnished by the Rallway Company.
Creocsote furnished by the Railway Company from vessels or barges shall be delivered
into the storage tank without expense to the Creosoting Company. Should the Railway
Company elect to permit the Creosoting Company to purchase creosote end oil for it,
the prices to be peid and the guantities to be purchased for 1ts account must be
approved by the Railway Company, and the material must conform to the current
specifications of the Railwsy Company to¢ be kept on file with the Crecsoting
Company. The Ralilwey Company shall earry the insurance andi pay the taxes on
erecsote and oll atored for it by the Crecsoting Company, and agrees to pay promptly
all invoieces covering creosote and oil purchased with its authority for its account.

XI. The Crecsoting Compeny agrees to provide storage tanks of suitable capasity
to store the presarvatives required for treating the material of the Railway Company,
together with working tanks and proper gauges to insure accurats and satisfastory
meoasurensnts of creosote and oil used in the treatment of the different classes of
material for the Railway Company.

The Crecsoting Company may, with the written consent of the Rallwey
Company first had and obtained, usesd the preservatives belonging to the Railway
Company for the purpose of tieating forest for other concerns in the same
plant, and the Creosoting Company shall tnwgwhc. preservatives so used
with other preservatives meeting the specifications of the Rallway Company and
shall permit no delays in the trsatment of Rallway Company material to result
from such use. In case the Crecsoting Company ahall be pemitted such use of
Railway Compeny pressrvatives, then joint inventories of preservatives shall be
made at the end of each month or at any other appropriate time for the purpose of
ad justing surplus or deficits. Any surplus or deficit must be pro-rated on the
relative final refentions of preservatives for the different classes of reterial
treated for the parties concerned,
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"XII. The Railway Company desires to have ita cross ties treated during the
months November to March, inclusive. The Creosoting Compeany egrees to use reason-
able efforts with dus regard t0 the business offered by other customers and the
treeting capacity of its plamt to trest the yearly requirements in this iaterval
ir suffieient  properly seesoned ties are available. If for any reason the
Creosoting Company st any time cannot with reasonsble effort carry out the afore-
mentioned preferential arrangewment, the Railway Compeny agrees to have delivered
green ties in advance of requirements so that sufficlent seasoned ties will be avell-
able for trestment at approximately uniform monthly rates for the yeerly requirements.

XIII, The Creosoting Company agrees to store treated ties in 1ts storage yard
up to the eonvenient cepscity for temporary storage et the request of the Reailway
Company. The storage end extra handling involved in loading iato cars shall be
compensated for et & price scheduled in this sgreement.

: XIV. The Crecsoting Company agrees that upon the writtem request of the Rail-
wey Company to do so, it will accept any modification, changes or substitutions

in the specifications in Exhibit "A™ hereinbefore mentioned, provided such modifi-

cations, changes, or substitutions will not require the purchase of any additional

equipment, or inerease the coat to the Creosoting Company or lessen the plant capaeity.

The Rseilway Company agrees that in the event a change of process is made,
at its request, 1% will reimdurse the Creosoting Company for any royalty the
Creosoting Company mey be required to pay in consequence, thereof, and will also
protect the Crecs@ting Company ageinst all claims perteining thereto.

XV. The fRallway Company, through itz designated representatives or agents,
shall have access at all resscnable times to the plant and premises of the Crsosot-
ing Company and the right to inspeet ell operations therein, and shall be furnished
all necessary and proper fecilities for testing the preservatives employed and the
awunt absorbed by each charge of tles and other material treated for the Rallway
Company.

The Creosoting Company shall furnish records on forms furnished by the
Railway Company of all treating operations to correspond to that which the Railway

Compeny keeps at its own treating plants.

XVI. Should the parties disagree upon any question as toc the true comstruction
of any provislon in this contreet or concerning sny violation of any such provision,
such question shall be gubmitted to the arbitrament of three (3) disinterested persons
familiar with sueb business. The party demanding such arbitration shall give to the
other party notice of such demund, steting specifically the question to be submitted
for dec.sion end nominating a person who has the required gualifications to act as
one arbitrator. If at the expiration of thirty (30) deys from the receipt of such
notice the party receiving it has not notified the party demending the arbitration
of ite nomination of a second arbitrator having like gqualifications, the perty demmnd-
ing sueh arditration may apply, on thirty (30) days' notice to the other party, to
& Judge of any court of {he United States for the appointment of & gecond arbitrator.
Should the party to whom notice of arbitration i1s given not have appointed such
arbltrator before the application shall come on for hearing before sueh judge, such
seocond arbitrator shall be appointed by such judge, and shall thereupon be deemed
an arbitrator within this section as if appointed by the party to whom guch notice
was given. The two arbitrstors so appointed as aforesaid shall select & third
arbitrator, and the three arbitrators so appointed shall constitute a Board of
Arbitrators. In the event of the two erbitrators being unable to agree upcn such
third arbitrator, either party upon five (5) days' notice to the other may apply to
a Judge as aforesaid for the appointment of such third arbitrator, and when so ap-
pointed, such three arbitrators shall constitute the Hoard as aforsseaid.

The third srbitrator shall have power to fix the time end place when snd
at which the arbitretion shall proceed, but, in doing so, shall give due consideration
%o the reasonable convenience of the parties and their witnesses.

Upon such Boerd of Arbitration being completed, it shall proceed with
reasonadle diligence to inquire into the gquestions at issue as disclosed im sueh
notice, and may teke such evidence as it may deem reasomable or as either party may
submit, without requiring witnesses to be sworm, and may hear argument of counsel or
others. After the parties have been heard, it shall procsed to make its awerd in
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writing, and the same, when signed by two or more of the arbitrators, shall de final,
binding and conclusive upon the parties.

The books and papers of both op all the parties, so far as they relate
to any matter submitted to arbitration, shall be open to the exemination of the
arbitrators.

Until the arbitrators sbell meke their award upon any question submitted
to them, the business to be done end the settlements and payments to be made under
the terus of thls agreement shall continue to be done and made in the manner and form
axisting prior to the arising of such question.

Eaeh party shall pay for the services and expenses incurred by erbi-
trator chosen by or for it and both parties shall jointly and equally pay for the
services and expenses of the single or third arbitrstor, together with all other end
different expenses of the arbitration.

XVII. If at any time during the tem of this agreemsnt the operation of the
Creosoting Company's plant shall be temporarily suspended becsuse of fire, explosion,
strikes, or other causes not within its control, the time during which the operation
of this plant ghall be suspended shell not be counted as a part of the term of this
agreement, and a corresponding additional time shall be given it for performing its
obligations under this agreement; provided, however, in case of the total or partisl
destruction of the said plant by fire or other cause the Creosoting Company shall
promptly repair, rebuild and restore the same to substantielly the same condition in
which it was before such total or partiel destruetion and pending such reconstruetion
the Railway Company may remove its ties and other material from the seasoning yerd for
use untreated or if desired for treatment at its own or some other commerciil plent.

XVIII. The Railway Company sgrees to pay to the Creosoting Company for work
rerformed and services rendered, as specified in this agreement, the following prices:

A-1 Por the treatment of all seasoned cross ties, per thousand fest
bmm umrﬂ .'I.lI'I.l...‘I.Iﬁ.....;.........'l.Q..Il.'..l.l. * 5.25

A-2 Tor treatmant of unsesscned c¢ross ties taken direct from incom-
ing railroad cars, per thousand feet bosrd MEEBUTE scecovscccses $ 6.25

A=3 Tor treatment of unseasoned cross ties taken from stock piles in
sessoning yerd, per thousand feet DOSId MOASUIE seesecsesscncaces $ 8.70

B-1 For the treatment of all seasonsd switch ties, per thousend feet
board measure L R I T B T I T S G A s s 8.00

B-2 For the treatment of unseasoned switeh ties taken direst from
incoming reilroad cars, per thousand feet board MEBSUTE ¢cees $ 8.00

5

For the treatment of unsessoned switch ties taken from stoek piles
in seasoning yard, per thousand feet boSId MEBBUTE caviveveacenses ¢ 8.60

B-4 For the treatment of bridge tles im cylinder capacity lotas the
conditions and prices of B-l, B-2, and B-3 ghall apply. For the
treatment of bridge ties in less than eylinder capescity lots, the
conditions snd prices of C-1, C-2, end C-3 shall apply.

C-1 For the treatment of all sawed meterial other than cross ties and
switeh ties in eylinder charges of 30,000 faet board measurs or
leas (the treating company being given the optiom of treating such
charges separately or mixed with commercial materiel) per thousand
feet board measure LR R I N I e 18.80

C~2 TFor the treatment of all sawed materisl other then eross ties and
switch ties in cylinder charges in excess of 30,000 feet board
messure which require a time duwretion of not longer than twelve
(12) actual treating hours, per thousand feet board measure sesen $ 10.80
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C-3 For the time in excess of twelve (12) actual treating hours re-
quired for treeting meterial covered by paragrsaph C-2, per
oylinder per hour or fraction thereof ..cccesscssscssscscssesces $ 5.10

D=1 For the treatment of all piling, poles, and other similesr material
which requires & time duration not lomger thaun twelve (12) actual
treating hours, the Creosoting Company being given the option of
treating quantities of less than a full cylinder charge either
separately or combined with commereisl meterial, per cubic foot ... $ 0.14

D-2 Tor time in excess of twelve (12) actual treating hours required for
treating material covered by paragraph D-1, with the understanding
that whers material 1s treated in the same charge with commercial
material the time over twelve (12) actual hours will be pro-rated
between the Reilway and commercisl msterial in the proportion that
the volume of the material of each bears to the total volume in the
charge, per cylinder pexr hour or fragtion thereof ecccecsssescncsccsse * 8.10

D-3 The prices quoted in paragraphs D-1 and D=2 are predicated on the
Railway Compeny having its own stocks of piling aveileble for
treatment. In the event the Rullway Company does not have & stock
of piling available for treatment the Railway Company shsll have
the option of purchasing ugtreated piles at mutually agreeable
prices from the stock of the Creosoting Company, or purchesing
treated piles which meet the Railway Company's requirements from the
Creosoting Company et its current commercial price.

BE-1 In cases where it is found, on account of unseasoned conditions of
material, or other conditions not the reaponsidility of the Crecsoting
Company, en unsetisfactory treatment has been obtained and the Railway
Company's imspector considers it advisable to segregate and re-treat
all or any portion of cylinder charge of piles, it shall be done at
the following rate for each re-treatment in addition to the prices
mentioned in paragrephs D-1 and D-3:

(a) Two cents (2.02) per eubie foot for piling, poles, and other
similer material retreated. It is understood that emtire eylinder
eharges returned for continuation of treatment without segregation of
any part of the material shall not be comsidered as couing under the
provisions of this E-l.

E-2 PFor storage of treated cross tles after treatment and subsequent load-
ing on cers, in addition to prices A-1, A2, A-3, per tie ceeeecess. | § 0.01

E-3 For storage of treated switch tiles, stasking lengths separetely m'
subsequent loading in aecordance with the Railway Conpany's instruc-
tions for shipment, ia addition to priges B-1, B-2, and B-3, per
thousand feet board messure S PPN I PPN TR NI NAR TSNNSO RERERY 3 0.60

E~4 For ineising sawed material otherrthan cross ties and switch ties
ineluding &ll handling not included under peragraphs C-1, C-2, C-3,
necessary to accomplish i{t, per thousand feet board MBEBUTe ccoce. § 0.50

E-0 Tor other handling at the plant site, framing of timber, etc., as
from time to time may be requested in writing by the Railway Campany,
shall be paid for at actual eost to the Orecsoting Compeany, plus ten
(10) per eent to cover supervision and profit.

ZIX. It 1s understood and egreed thet the prices quoted under Section XIVIII,
Paregraphs A-1, A-2, A-3 and B~1l, B-2, B-3, coger the unloading from railroed cars
or barges, handling to the seasoning yard or ting trams before treatment,
moving then to boring, adzing amd incising p »/84zing and ineising cross ties
and ineising switch ties; moving to cylinders, treating them emd loeding them
from trams to railroad cars; and further that prices quoted under paragraph C-l,
C-2, C-3 end D-1, D=2, D-3, cover unloading material from reilroed cars or barges
and rafts, handling to seasoning yard or to trems, moving to treating eylimders,
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treating/loading from trems on to reilroad cars. xTMIGFTirENXiXXREragrapksxisbeisi
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The "actual treating hours” 1s considered to be the asetual normal tims
occupled while the ties or other materials are in the eylinder in the process of
treatment as shown by the treating records. Delays caused by fallure of the
Creosoting Company's equipment, low steam pressure, etc., shall be deducted when
conputing overtime charges. ;

Where materisl of the Railway Compsny is treated in the seme charge with
comuercial rmterlal as provided for in Section XVIII, paragraphs C-1 and D=1, the
Reilway Company's stock of preservatives shall be charged with the caleulated
quentity required to treat its portion of the mixed load.

ZX. The Creosoting Company agrees that, in csse it, during the period of thils
agreensnt, makes contracts with other rallroads directly or through their agents,
for the treatuent of forest products at prices lower than thoee scheduled in this
agreenent, then such lower prices shall become immedistely effective in this con-
tract.

XiI. The Railway Company will, on or befure the thirtieth day of each month,
pey to the Creosoting Company 2ll sums owing to 1% at the end of the next preceding
calendar month, upon proper bills, certified by the Railwey Company's represente-
tive, rendered prouptly by the Creosoting Company to the Reilway Company,

IXII. In the évent that either party hereto fails to carry out eech amd every
obligation by it assumed under this contract, and such failure continues for a period
of thirty (30) deys, it is agreed that the aggrieved perty may, at its option,
cancel this agreement upon sixty (60) days' written notice. It is agreed that this
cancellation provision cannot be invoked in any isaue which can properly be made
the subject of arbitration, and disposed of in aceordance with the provisions of

paragreph XVI hereof.

XXIII. This agreement ghall be effective as of January 1, 1937, end unless
terminated in accordance with the provisions of paregraph XXII, shall remsin in
force for a period of five (5) years and shall continue thereafter until cencelled
by either party givingone (1) year's written notice to the other party. The ef-
fective date of cancellation shall be as of December 3lst following the year's
notice. The earliest date of the year's notice of cansellation shall be January
lst, 1941. It 1s understood and agreed, however, that eny forest products on hend
for treatment at the terminetion of this conmtreet shall be carried to treatment
completion under the provisions of this agreement.

XXIV. This agreemesnt shall inure to the benefit of and be binding upon the
parties hereto, their respective successors and assigns.

IN WITHESS WHEREOF each party hereto has csused this instrument to be signed
by its proper official and its corporate seal is hereto affixed and attested by
its Secretary, in duplicate, the day and year firat above written.

NORTHERN PACIFIC RAILWAY COMPANY
By

HEST COAST PHRESERVING COMPANY




EXHIRIT "A" ATTACHED AND A PART OF CONTRACT DATED BETWEEN THE
NOR ‘N PACIFIC RAILWAY COMPANY AND THE WEST COAST WOOD PRESERVING COMPANY.

Specifications covering the seasoning and treatment of cross and switch ties,
timber, lumber and piling.

Seasoning

1. Green ties, timber, lumber and piling will be delivered by the Railway Co.
at the plant of the Creosoting Co. The Creososing Co. will unload all material and
pile seme for storage and seasoning, using a spacing which local experience indi-
cates 1s the most favorsble for efficient seasoning. Material shall be stored on
non-decaying sills and the ground must be kept free of weeds and vegetation or
fungus growths which would be injurious to the timber,

2., Material shall be permitted to remain in the seasoning yard until the Rail-
way Company representative considers it suitable for treatment. It is the intention
to season material to a point where it can be successfully treated, without artifical
seasoning, to obtain the desired penetration,

%, The Creosoting Co. shall save all car gtakes, separators, ete., recelved
with incoming meterial and make use of same for separators in seasoning, staking
outgoing loads, etc,

Boring, Adzing and Incising

4, Before treatment all cross ties shall be bored for spikes, adzed for
seating tie plates and incised by Greenlee Brothers or other approved machine. The
incisions are to be not less than three quarters (3/4) of en inch in depth and so
spaced a3 to permit a uniform distribution of the preservative to the depth of the
ineisions. The Rajlway Coe shall furnish plans showing the boring spacing required
for the differenft7déctions and also the dimensions of adzing areas.

5, Incising of switch ties, timber and lumber will be optional with the
Railway Companys

Preservatives

6. The preservative for cross and switch ties shall be a 50~50 mixture of
creosote and petroleum oil. The creosote shall conform to the American Railway
Engineering Association specificetions for Grade I Creosote Oil and be thoroughly
mixed before using with California Crude Oil with an asphaltic base. For timber,
lumber and piling the preservative shall be stralght American Railway Engineering
Associstion Grade I Creosote. The Railwey Company may from time to time change the
proportions of the mixture treatment or the specifications for Creosote and 0il.

Moisture Content

7. All meterial to be treated in any one charge must have approximately the
same moisture contenta

Material Sizes and Stripping

8. Material four inches or less in thickness must be treated separately from
timbers of a greater thickness. Sufficient strips must be placed between tiers in
any case where, in the judgment of the Inspector, stripping 1s necessary to af'ford
free circulation of preservatives around each pilece.

Artificial Seasoning :

9. When material has not been air seasoned, it may be artificially seasoned,
at the option of the Railway Co., in the treating cylinders by boiling under vacuum
at temperatures ranging from 180° F, to a maximmg of 200° ¥, as follows:

10, After the material is placed in the treating cylinder, presermative heated

to about 160° F, shall be admitted until the material is completely immersed. A
vecuum shall then be created and gradually raised until a minigum of 20 inches is
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reacked and this vacuum is to be maintained until the condensation passing off
from the timber and accumulated in the hot well of the condenser does not exceed
one=*emth of a pound per cubic foot of timber in charge per hours

i
\/

11, After the completion of the seasoning period, or bath, Paragraph 12,
upon breaking the vacuum the preservative shall be immediately drained completely
from the treating cylinder. This dreining need not be done in case the water con-
tent of the preservative in the cylinder is not cbjectionable in the opinion of
the inspectora

Preparatory Bath for Air Seasoned Material

12. All thoroughly air seasoned matericl must be held in a hot oil bath for
a period of 2 to 8 hours at a temperature of about 180° F. in order to obtain the
necessary absorption without the use of excessive pressure for a long period of
time,

Treatment
13, ZEmpty Cell Process without initial air pressure shall be used.

Injection of Preservative Under I'ressure

14, Following the heating or the artificial gseesoning period, the cylinder
shall be filled with Preservative and pressure applied as required to a maximum
of 160 pounds per square inch and maintained until the specified penetration or
final absorption of preservative has been obtained. The maximum pressure in the
case of cross and switch ties shall be 150 pounds per squere inch. The temperature
of the preservative during the pressure period shall be as high as possible, with
a minimum limit of 160° F., and a maximum of 2000 F,

15. After pressure is completed the eylinders whall be erptied of preservatives
and a vacuum of at least 25 inches of mercury promptly created and maintained for
a sufficient period of time to free the material of dripping preservative.

Penetration Cross and Switch Ties and Piling

16. The minimum penetration of preservative shall be 3/4 of an inch. Represent-
ative ties from each charge must be tested for penetration, and at least 75% of the
ties so tested must show the above speeified minimum, In determining penetration,
light discoloration of the wood from treatment shall not be considered.

The minimum penetration on every pile shall be not less than one inch of black
oil.

Penetration Timber and Lumber

17. The average depths of penetration for the specified amount of preservative
shall be as follows:

Size 12¢ _laf 164

S"x12" & 4"x12" - s «50 inch
6"xia" 050 inch v55 inch ¢65 inch
12"x12" & larger 075 inch 85 inch 1,00 inch

¥ The penetration must be based on black oil. Representative pleces from each
_ceharge must be tested for penetration and at least 75¢% of these pleces so tested
must show the above specified minimume

Penetration and Fikal Retention - General

18. The penetration rather than the final retention of preservative shall
govern as to the acceptence of treatment. The preservative finally retained by cross
and switch ties shall be as nearly as possible 7 pounds per cublc foot of timbera
For piles the retention ==X to be similarly 16 pounds per cubic foot of timber.

For timber and lumber this pehebration is likewise outlined in paragraph 17. The
treating plant shall be provided with the necessary gauges, measuring devices and
appliances required to observe and record the gross and final retention of preserv-
ative in order that the Raillway Company may be assured of obtaining the minimum
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sp%gified penetretion with the minimum amount of preservative.

v

LY

19. At the option of the imspector the total final retention shell be
determined by weighing sufficient representetive material for any charge before
and after trestment and msking necessary corrections for loss in its moisture
content. These checks as well as those from gauge readings shall be used as
approximete checks egainst the preservative charged to the Railway Company.

The Railway Co. may change the minimum penetration requirements from time to
time.

Retreatment

20. In case unsatisfectory penetretion or final retention of preservative
should werrent retreatment or continuation of treatment of segregated material
or the entire charge, the additional treating time shell be considered contin-
uous with the original tresting time. The additional treating time shall begin
after the normel cylinder temperature and pressure have been restored.

Damaged Material

21, Material demeged through improper treetment or handling by the )
Creosoting Company shall be paid for at the invoice cost of the materiel to the
Railway Co. Water bursts end heat checks shall be considered evidences of
improper treatment.

General Conditions

22, The foregoing specified operations must be continuous without idle
periods between the various stages of the process.

23. All holes bored for test purposes must be plugged with creosoted
plugs furnished by the Creosoting Co.

24. All meterial must be handled with care, particularly after treatment,
so as not to damage the edees or break through the creosoted shell, exposing
untreated wood. Sherp pointed tools, such as canthooks, peaviss, pickaroons
and erowbers must not be used except in the ends of timbers. Danaged material
will not be accepted.

25. The Creosoting Co. shall maintain the necessary thermometers and
gauges to indicate and record accurately the conditions at all stages of treat-
ment, and all ecuipment shall be meinteined in a condition satisfactory to the

Railway Co.

26. The Creosoting Co. shell permit the Reilway Co. inspectors or repre-
sentetives to make all necessary tests of material end ecuipment pertaining
to work covered by this specification, &nd shell cooperate in the meking of
such tests.

o7. The Creosoting Company shell furnish for the use of the Railway Co.
inspectors or representetives, all necessary laboratory supplies and facilities
for making tests reouired by this specification.



specified penetration with the minimum amount of preservative.

19. At the option of the inspector the total finel retention shall be
determined by weighing sufficient representstive material for any charge before
and after treetment and meking necessary corrections for loss in its molsture
content. These checks as well as those from gauge readings shall be used as
approximete checks egainst the preservative charged to the Reaillway Company.

The Railway Co. may change the minimum penetration requirements from time to
time.

Retreetment

20, Ir case unsatisfectory penetration or final retention of preservative
should werrsnt retreatment or continuation of treatment of segregated material
or the entire charge, the additional treeting time shall be considered contin-
uous with the originel treating time. The vdditionel treating time shall begin
after the normal cylinder terperature and pressure have been restored.

Damaged Material

£2l, Materisl dameged through improper treatment or handling by the
Creosoting Coupany shell be paid for &t the involce cost of the materisl to the
Railway Co., Water bursts and heat checks shall be considered evidences of
improper treatment.

General Conditions

28. The foregoing specified operstions must be continuous without idle
periods between the various stages of the process.

2%, All holes bored for test purposes must be plugged with crecsoted
plugs furnished by the Creosoting Co.

84, All reterial must be handled with care, particularly after treatment,
go as not to demege the edges or breek through the creosoted shell, exposing
untreated wood. Sharp pointed tools, such as cunthooks, peavies, plckaroons
end crowbers must not be used except in the ends of timbers. Danaged material
will not be accepted.

25, The Creosoting Co. shall maintein the neecessary thermometers and
gauges to indiecate and record accurately the conditions at all stages of treai-
ment, and all equipment shall be meintained in a condition satisfactory to the
Railway Co,

26. The Crecsoting Co. shall permit the Railway Co. inspeetors or repre-
gsentatives to make £ll necessary tests of meterisl snd equipment pertaining
to work covered by this specification, and shall cooperate in the meking of
such tests.

27. The Creosoting Company shell furnish for the use of the Rellway Co.
inspectors or representatives, ell necessary laboretory supplles and fecilities
for making tests required by this specification.




specified penetration with the minimum amount of preservative,

j!g. At the option of the inspector the total final retention shall be deter-
mined "By weighing sufficient representative material for any charge before and
after treatment and making necessary corrections for loss in its moisture content.
These checks as well as those from gauge readings shall be used as approximate
checks against the preservative charged to the Railway Company. The Railway Co.
may change the minimum penetration requirements from time to time.

Retreatment

20, If the penetration ur the final retention of preservative should be

found unsatisfactory, retreatment of continuation of treatment may be required.

In case the unsatisfactory cond ition is -due to the fault of the Creosoting Company's
equipment or methods, the extra cbat of treatment shall be at the expense of the
Creosoting Co. In case segregated material or the entire charge is returned to the
eylinder for additional treatment, the additional treating time shall be considered
continuous with the original treating time. ~The additional treating time shall
begin after the normal cylinder temperature and pressure have been restored.

Damaged Material

21, Material damaged through improper treatment or handling by the Creosoting
Company shall be paid for at the invoice cost of the material to the Railway Co.
Water bursts and heat cheecks shall be considered evidences of improper treatment.

General Conditions

22, The foregoing specified operations must be continuous without idle periods
between the various stages of the process.

23, All holes bored for test purposes must be plugged with creosoted plugs
furnished by the Creosoting Cos.

24, All material must be hendled with care, particularly after treatnent, so
as not to damage the edges or break through the creosoted shell, exposing untreated
wood., Sharp pointed tools, such as canthooks, peavies, pickaroons and crowbars must
not be used except in the ends of timbers. Damaged material will not be accepteds

25, The Creosoting Co., shall maintain the necewmsary thermometers and gauges
to indicate and record accurately the conditions at all stages of treatment, and
all equiment shall be maintained in a condition satisfactory to the Reailway Co.

26. The Creosoting Co. shall permit the Railway Co. inspectors or represent-
atives to make all necessary tests of material and equipment pertaining to work
covered by this specification, and shell cooperate in the making of such tests.

27, The Creosoting Company shall furnish for the use of the Railway Co.
inspectors or representatives, all necessary laboratory supplies and facllities
for meking tests required by this specification.
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used instead of .mlfﬂd}.

. ] ! fo S ) oo
‘fOf‘u_ tsufficie:

. lMeaning
,ﬁ-wﬁone‘r* ties

In paragraph "19" at the top of
word "and™ has been omitted between the
/and "loading™, To avoid confliction withk new pri
schedule I believe the last sentence in this paregraph
should be omitted.
jon "4"™ of Exhibit "A"™ the word

In spseifl 1c _
» 'Jf';mem,” and "sections”

a+
omitted between the words
last line.

In specification "6" of Exhibit "A"
would be bes £ t Yy (45-55 instead of
Although provisi is made for any change in the pr I\C“*'
45«55 mixture ‘na.g been agreed upon and we no longer
50-50 mixture.
in specification "“20" of Exhibit "A" under
T"Retreatment®. This paragraph should be rewritten to
avoid confliction with provisions of },‘d_.' rraphs A-1,
A-3, B-1l, B-2, B-3, B-4 and c-1, of the new contract
price schedule as agreed upon by the contractor,
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St. Paul, Minnesota
January 12, 1937,

Myr. A. J« Loom:

I am attaching & copy of my letter to Mr.

Horrocks today trensmitting the final draft of contract
for his approval, and I am likewise attaching & copy

of the last draft which I wish you would, at your early
convenience, check over critically with the previous
draft, and likewise call attention to eny errors or
omissions which may have erept in. I ask you to do this
because you are more familiar than enyone else with the
discussions and sgreements we arrived at in our confer-
ences with Mr. Horrocks and his associates.

L. YAGER.




Januery 12, 1937,

Mr. H. E, Horrocks, Menager

West Coast Wood Preserving Co.
1118 - 4th Avenue at Seneca Street
Seattle, Washington

Dear Mr. Horrocks:

We have finelly completed the various investigations required by
our executives in conneection with the proposal to continue arrangements with
your company for contract treatment of forest products. I am handing you
herewith the original and duplicate copies of the draft of contraect for
execution on the part of your company.

For the purpose of assisting you in checking the final draft I am
offering the following comments which compare the final draft with the tenta-
tive draft under date of September 21, 1936 of which you received a copy as
expressing our understanding following conferences in Seattle and subsequent
exchange of letters.

Articles IV and V have been reversed in position.

In Article XII the period has been changed "during the months Novem-
ber to Marech inclusive™ in place of "August to December Zlst of each year”.
This is more in line with the actual practice of the past and probable re-
quirements of the future.

Artiecle XVI covering arbitretion has been re-drafted by our Legal
Department. I do not believe that you will find it necessary to tuke any ex-
ceptions to the chenges.

The Legal Department added Article XXII which of course makes 1t
neceasary to make a slight revision in the following article which is, namely,
XXIII.,

All the changes to which I have called attention were made to comply
with the suggestions of our Legel Depeartment for the purpose of eclerifying
ecertain points. Will you kindly check the final draft, end if you have no
corrections in mind, arrenge for as prompt execution as possible on the part
of your company and return both copies to me for execution by the proper
officers of the Northern Pacific?

Thenking you for the patience which you have exhibited ell along in
bringing this matter to a conclusion, end wishing you success and prosperity
in the New Year, I em,

Yours very truly,

encl. (Copy sent A. J. Loom 1/12/37) L. YAGER.




Jenuary 11, 1937

Mr. He E. Horrocks

Menager -

llest Coast Wood Preserving Co.
1118 ~ 4th Avenue at Seneca Street
Seattle, Washington

Dear Mr. Horrocks:

I heve just returned to the office
this morning from an absence of five days end
find your letter of Jenuary 6th.

The draft of the contract with which
we have been dealing for these past few months
just came to me this morning.

I shall endeavor to review it again
and transmit it to you tomorrow.

Yours very truly,

L. YAGER.
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CONIRACT mads thips day of s A+ D. 1936, between
the NORTHERN PACIFIC RAILWAY OOMPANY, = Wiseonsim corporation hereimefter
mmmwwcw.mmmmmmammnmm, a2
Washivgton corporation hereinafter called the "Crecsoting Company™.

In considerstion of the mitual dependent promises stated in this contract
the parties sgres:

I. The Creosoting Coupeny shall store for seasoning and treat at its plemt
loeated in the City of Seattle, Washington, such forest products as uny be offer-
ed by the Railway Company from $ime to time in aceordence with specifications in
Exhibit "A" attached and made part of this contrect. The term “forest producta”
used herein is inelusive of ecross ties, bridge ties and switeh ties, timber,
lumber, piling, emd poles. It is understood and agreed that: (a) The Reilway
Company reserves the right to treat any portion or all of the foredt products
used by it in the territory tributary to the Creosoting Company's Seattle plant,
in any one or more of the Railway Company's presently owned and individually
operated treating plants. (b) The Bailway Company shall offer to the Creoscting
Company for treatment under the terms of this contrect all forest products not
reserved under the provisions of the foregoing paregreph (a).

II. The Oreosoting Company agrees that its plent ghall be maintained during
munortu-wnmahdomormm:g efficisncy that the capecity
of the plant shall be adequate at all times to treat the yearly requirements of

the Railway Company.

III. The Rsilway Compeny will no%ify the Creosoting Company in Mﬂnﬁ prior
‘40 the first of Oetober of each year of the approximete nwsber of oross $ies and
other forest products which it desired to have stored for seasoning and subsequent

treatusnt during the following calendar yesr,

Tregerd to 1ts ocapacity for receiving end stacking material. The Creosoting Company
lethwwmmtiurwwmnwmdm
in sccordence with the rates get up in the Rallway Compeny's published demurrage
tariffs whenever eight (8) or less cars are delivered per day. #henever more than
eight (8) cars per day shall be deliversd the expense ineident to the detention of
mmmmmmuasmwtummm. The Crecaoting Compemy

under the same eomditdons as cutlined for delivery omcars, exsspt Shet the

Motmcmmﬂnmthnqumtopvmhummmhm-h |
wnloading such scows or rafts.

V. mhtwommunnmm ears, unrun.yhpouihh.
for delivery of untrested material emd for shipment of treated material, The
Railway Company at its own contmd.xpumlulénnlroqutreﬂ switching of its
oars of forest products billed to and from the plant. The Creosoting Compeny sgrees
to make requests Tor only such switehing as is reasonably necessary and sich switehe
ing shall be done so far as is practicable at times most comvenient to the Railwmy
Company between the hours of 7:00 A, N, and 6:00 P. M.

vi. Muuatlmmuhpmwhmbymuumwth
mwwumummmmxm«muttmmsw
grades. Switch ties, timber and piling delivered shell be sorted by the Orecsoting
Company at its owm expense, for its conveniencs in hendling for treatment.

Railway Corpany. croutiuunbelmdodtym:ﬁnﬂborim. Swl
ties will be loaded by lengths. s .
mmmcmmztmmmu;mmmumum, “
out treatsd material, The Creceoting Company agrees to give the Railwey Compamy at . .
least five days® Botise as to the time such cars are réquired. A



3 VIII. The Creosoting Company shall provide fire protection for seasoning and
storage yard setiafactory to the Reilway Company.

The forest products shall remsin the property of the Reailwsy Compeny
and be insured by it against loss by fire.

IX. The Creosoting Company ggrees to count and tally material received in
each car as soon as possidle after receipt of car at its plant, sither before or
Immediately after unloading, sgainst lnvoice or imspection reports furnished by
the Rallway Company and to mail reports of such tally to the Railway Company's
repregentative lmmediately after each involes or inspection report has been
tallied,

The Creosoting Company agrees thet, as far es practicable, it shall heave
painted on each stack the initial, number, and out turn of each car from which
material is unloaded, snd the date of unloading.

The Creosoting Company sgrees to retumn to the Rallway Corpany the
identical materisl shipped to it by the Railway Company after said materisl has
been treated, and in case there should be any shortage whatever, the Creosoting
Company sgrees to pay the Rallway Company therefor at the merket price at Seattle,
#ashington, of like material at the time the shortege is discovered; provided, :
however, that the Creosoting Company shell not be responsible for shortage result-
ing from fire or csuses which are clearly beyond its control. Joint inventories
of all foreat products shall be taken at lesst every six months, and diserepancies
found adjusted at that tinme.

The Creosoting Company agrees to furnish reports of all material delivered,
shipped, used, and on hand at regularly stated intervals as may be required by the
Store Department or the Insurance Department of the Reilway Corpany.

X. The Railway Compeny will furnish all creosote and petroleum oil required
to treat its material under this sgreement. The Creosoting Company agrees to unload
and store all creosote amnd petroleum oil furnished by the Railway Company in raile
road tank cars at the plent. The Creosoting Company agress to set aside a storege tank
with a cepacity of 300,000 gallons for creosote furnished by the Railway Company.
Creosote furnished by the Railway Company from vessels or barges shall be delivered
into the storage tank without expense to the Creosoting Company. Should the Railway
Company elect to pemait the Creosoting Company to purchase creosote esnd oil for i,
the prices to be peid and the guantities to be purchased for its account mist be
approved by the Hailway Compeny, and the material must conform to the current
specifications of the Railway Company to be kept on file with the Creosoting
Company. The Railway Compeny shall earry the insurance and pay the taxes on
ereosote and oll stored for it by the Creosoting Company, and agrees to pay promptly
- a1l involees covering ereosote and oil purchased with its authority for its account,

XI, The Creosoting Compeny agrees to provide atorege tenks of suitsble capasity
to store the preservatives required for treating the material of the Railway Company,
together with working tanks and proper gauges to insure accurate and ‘satisfactory
measuremsnts of creosote and oll used in the treatment of the different classes of
material for the Railway Company,

The Creosoting Company may, with the written consent of the Rallwey
Company first had and obtained, used the preservatives belonging to the Railway
Company for the purpose of tHeating forest for other comcerns in the same
plant, and the Crecsoting Compsny shall ¢ g'pho. preservatives so used
with other preservatives meeting the specifications of the Railway Company and
shall permit no delays in the trestment of Rallway Company material to result
from such use. In case the Creosoting Company shall be permitted suech use of -
Rallway Company preservatives, then joint invemtories of proservatives shzll bhe
made at the end of each month or at any other appropriate time for the purpose of
ad justing surplus or deficits. Any surplus or deficit must be pro-rated on the
relative final refentions of preservatives for the different classes of material
treated for the perties concsrned.

o



O XII. The Rallway Company desires to have ita cross ties treated during the
months November to ¥areh, inclusive. The Crecsoting Company agrees to uss reason-
able efforts with Zae regard fo the business offered by other customers and the
treating capaeity of its plant to treat the yearly requirements in this iaterval

if sufficientl properly seesoned ties are aveilable., If for any reason the
Creocsoting Company st any time cannot with reasonable effort carry out the afore-
mentioned preferential arrangement, the Railway Company agrees $0 have delivered
green ties in sdvanece of requirements so that sufficient seasoned ties will be avell-
able for treatment at approximately uniform monthly retes for the yeerly requiresents.

XIII. The Creosoting Company agrees to store treated ties in its storage yard
up to the ¢onvenlent capecity for temporary storage at the request of the Rallway
Compeny. The storage and extra handling involved in loading into sars shall be
compensated for at e price acheduled in this sgreement.

: XIV. The Crecsoting Company agrees that upon the written request of the Rail-
way Company to do so, it will accept any modification, changes or substitutions

in the specifications in Exhibit "A" hereinbefore mentioned, provided such modifi-

catione, changes, or substitutions will not require the purchase of any additional

equipment, or increase the cost to the Creosoting Company or lessen the plant capeeity.

The Reilway Company agreses that in the evemt a change of process is made,
at its request, 1t will reimdurss the Crecsoting Company for sny royalty the
Creosoting Company msy be required to psy in consequence, thereof, and will also
protect the Creos#ting Compeny against all claims pertaining thereto.

XV. The Rallway Company, through its designated representatives or agents,
shall have access at e&ll resscnable times to the plant and premises of the Crecsot~
ing Company and the right to inspeet ell operations therein, and ghall be furnished
all necessary and proper fecilities for testing the preservatives employed snd the
asount ebsorbed by each charge of ties amd other material treated for the Railway

Company .

The Crecsoting Company shall furnish records on forms furnished by the
Railway Corpany of all treating operations to correspond to that which the Rai
Company keeps at its own treating plants. :

L

XVI. Should the parties disagree upon any question as to the trus comstruction
of any pravislon in this contreet or concerning any violation of any suoh provision,
such question ghall be submitted to the arditrament of three (3) disinterested persons
familier with such busineses. The party demmuding such arbitration shell give to the
other party notice of such demand, stating speeifically the question to be submitfed
for degigion &nd nowinating & person who has the required gqualificetions to set as
one srbitrator. If at the expiration of thirty (30) deys from the receipt of such
noties the party receiving it has not notified the party demanding the arbitretion
of its nouination of & second arbitrator having like gqualifications, the party desmnd-
ing; sueh arbditretion mey apply, oa thirty (30) days® motice to the other perty, to
a judge of any court of the United States for the appointment of & second arbitrator.
Should the party to whom notice of arbisration is given not have appointed such
arbltrator before the applioation shall come on for hearing before such juige, sush
second arbitrator shall be appointed by such judge, and shall thereupon be deemed
an arbitrator within this section as if appointed by the party to whom such netice
was given. The two arbitreators so appointed as aforesaid shall selset a third
arbitrator, and the three arbitrators so appointed shall constitute a Board of
Arbitrators. In the event of the two arbitrators being unedle to agree upon such
third arbitrator, either party upon five {5) days' notice to the other may apply to
a Judge as aforesaid for the appointment of such third arbitrator, and when so ap-
pointed, such three arbitrators shell constitute the Board as aforessid.

The third srbitrator shall have power to fix the time and place when snd
at which the arbitretion shall proceed, but, in doing so, shall give due comsideration
%0 the reasonable convenience of the parties and thelir witnesses.

Upon suchk Board of Arbitration being completed, it shall proceed with
reasonable diligence to inquire into the gquestions at issue as disclosed inm sueh
notice, snd may take such evidence as it may deem ressomable or as either party may
submit, without requiring witnesses to be sworm, and may heer srgument of counsel or
othera. After the parties have deen heard, it shall proceed to make its award $n

Poi
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writing, and the same, when signed by two or more of the arbitrators, shall de final,
binding and eonclusive upon the parties.

The books and papers of both or all the parties, so far as they relate
to any metter submitted to arbitration, shall be open to the exemination of the
arbitrators.

Until the arbitrators sbell meke thelr award upon any question submitted
to them, the businees to be done end the settlements and payments to be made under
the terus of this agreement shall continue to be done end made in the manner and form
existing prior to the arising of such question.

Bsch party shall pay for the services and expenses incurred by arbi-
trator chosen by or for it and both parties shall jointly and equally pay for the
services and expenses of the single or third arbitrator, together with all other and
different expenses of the arbitration.

XVII. If at any time duwring the tem of this agreemsnt the operation of the
Creosoting Company's plamt shall be temporarily suspended because of fire, explosion,
atrikes, or other causes not within its control, the time during which the operation
of this plant shall be suspended shall not be counted as a part of the term of this
agreement, and a corresponding additional time shall be given it for performing its
obligations under this agreememt; provided, however, in case of the total or partial
destruction of the said plant by fire or other cause the Creosoting Company shall
promptly repair, rebuild and restore the same to substantielly the same condition in
which it was before such total or partiel destruction and pending such reccnstruction
the Railway Company may remove its ties and other material from the seasoning yard for
use untreeted or if desired for treatmemt at its own or some other commereidl plant.

XVIII. The Railway Company sgrees toc pay to the Creosoting Compeny for work
performed and sarvices renmdered, as specified in this agreement, the following prices:

A-1 For the treatment of all geasoned cross ties, per thousand feet
wm m ‘Q......‘.‘.....-......;....Illl..ll.ll-.‘O.....O ’ 6.85

A-2 Tor treatmant of unsesscned cross ties taken direct from incom-
ing railroad cars, per thousand feet boerd HBBSUYE sececscvenes $ 6.25

A=3 For treatment of unseesoned cross ties taken from stock piles in
seasoning yard, per thousand feet DOBX] MEASUTE sesccvesscacasss 8 8.70

B-1 For the treatment of all seasoned switch ties, per thousund feet
board messure L R P Y I YR ’ 8.00

B-2 Tor the treatment of unseasoned switch ties taken direst from
incoming reilroad cars, per thousand feet board measure ,.... $ 8.00

5

For the treatment of unseasoned switeh tiea taken from stoek piles
in sessoning yard, per thousand feet board measure Ssssevvennonsns $ 8.60

B-4 For the treatment of bridge tles in cylinder capseity lots the
conditions and prices of B-1l, B-2, and B-3 ghall apply. For the
treatment of bridge ties in less than cylinder capacity lots, the
conditions and prices of C-1, C-2, end C-3 shall apply.

C-1 For the treatment of all sawed material other than cross ties and
switch ties in cylinder charges of 30,000 fset board measurs or
leas (the treating compeany being given the option of treating such

charges separately or mixed with commerciel material) psr thousand
feest board measure LA LR R N R R I T S S AP, ‘ 12.80

C-2 For the treatment of all sawsd materinl other then cross ties and
switch ties in eylinder charges in excvess of 30,000 feet doard
measure which require a $ime dwetion of not longar than twelve
(12) actual treating hours, per thousand feet bYoard measurs e’y $ 10.80

'l
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C-3 For the time in excess of twelve (12) actual treating hours re-
quired for treeting meterial covered by paragrsph C-2, per
oylinder per hour or fraction thereof scecsssscscssnscscnssssas $ 5.10

D-1 For the treatment of all piling, poles, and other similar material
which requires a time duration not longer than twelve (12) actual
treating hours, the Creosoting Company being given the option eof
treating quantities of less then a full cylindsr charge either
separately or combined with commsreiasl msterisl, per cubic foot ... ¥ 0.14

D-2 Tor time in excess of twelve (12) actual treating hours required for
treating material covered by paragraph D=1, with the understanding
that where material 1s treated in the same charge with comsercial
material the time over twelve (12) actual hours will be pro-rated
between the Reilway and commercial meterial in the proportion that
the volume of the materisl of each bears to the total volume in the
echarge, per cylinder per hour or fraction thereof ...ssssscscscssses $ 5.10

D-3 The prices quoted in paragraphs D-1 and D-Z are predicated on the
: Railway Compeny heving its own stocks of piling aveileble for

treatment. In the event the Rullway Company does not have & stock
of piling awvellable for treatment the Railway Company shsll have
the option of purchasing ujtreated piles at mutuaslly agreeable
prices from the stock of the Urecsoting Company, or purshasing
treated piles which meet the Rallway Company's requirements from the
Creosoting Company at its current oommercial price.

E-1 In cases where it is found, on sccount of unsessoned conditions of
materisl, or other conditions not the responsibility of the Creocsoiing
Company, an unsatisfactory treatment has been obtained and the Railway
Company*'s imaspector sonsiders it advisable to segregate anmd re-treat
all or any portion of cylinder charge of piles, it shall be done at
the following rate for each re-treatment in addition to the prices
mentioned in parsgrephs D=1 and D=-2:

(a) Two cents (£.02) per cubie foot for piling, poles, and other
similer materisl retrested. It is understood that entire eylinder
charges returned for continuation of treatment without segregation of
any part of the material shall not be comsidered as couming under the
provisions of this E-l.

E-2 PFor storage of treated cross ties after treatment and subsequent load-
ing on cers, in addition to prices A-1, A-2, A-3, per tie .ceevesss. $ 0.01

E-3 For storage of treated switch ties, stasking lengths separately umlt
subsequent loading in accordance with the Railway Compeny's instruc-
tione for shipment, in addition to priges B-l, B-2, and B3, per
thw f“t bom 'mﬂ LA R R A R R R R R R P R NN ) ’ o.so

E~4 Tor inecising sawed materisl otherrthan cross ties and switch ties
ineluding &ll handling not included under peragraphs C-1, C-2, C=3,
necsgaary to accomplish it, per thousand feet board MEEBUTrE sveeee. $ 0.50

E-0 Yor other handling at the plant site, framing of timber, etec., as
from time to time may be requested in writing by the Railway Company,
shall be paid for at actual eost to the Creosoting Compeny, plus ten
{10} per cent to cover supervision and profit.

- e e - -

IIX. It 1s understood and agreed thet the prices quoted under Seetion IVIII,
Paragraphs A~l, A-2, A~3 and B~1l, B-Z, B-3, coxger the unloading from railroed cars
or barges, handling to the seasoning yard or &I ting trams before treatment,
noving then to boring, adzing and inecising p .%sing and ineising cross ties
and incising switeh ties; moving tc cylinders, treating them emd loeding them
from trams to railroad cars; end further that prices quoted under paregraph C-1,
C-2, C-3 and D=1, D=2, D-3, cover unloading material from railrosd cars or barges
and rafts, handling to seasoning yard or %o trems, moving to treating oylinders,
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treating losding from trems on to reilroad cars. Tue yrices in Pearestupie a-B-0-D
apply to treetment of both seir-szsascned and ardificlislly ssesoned meterisl,

The "actual treating hours” is considered to be the aectual normal time |
oceupled while the ties or other materials are in the eylinder in the process of ¢
treatment as shown by the treasing records. Delays caused by fallure of the
Creosoting Company's equipment, low stesm pressure, ste., shall be deducted when
computing overtime charges. !

Where materisl of the Railway Compeny is trested in the same charge with L
commercial reterial as provided for in Section XVIII, peregraphs C-1 and D=1, the
Rai lway Company's stock of preservatives shall be charged with the saleulsated
quantity required to treat its portion of the mixed load.

XX. The Creosoting Company egrees that, in case it, during the pericd of this
agresment, makes contrects with other railroads directly or through their agents, :
for the treatment of forest produsts at prices lower than those scheduled in this |
sgreenent, then such lower prices ghall become lmmedistely effective in this con- !
tract,

XXI. The Railwey Company will, on or befure the thirtieth day of each month,
pay to the Creomoting Company all sums owing to it at the end of the next preceding
calendar month, upon proper bills, certified by the Railwey Compeany's represente~
tive, rendered promptly by the Creosoting Company to the Reilwsy Compeny, ,

IXII. In the évent that either party hereto fails to carry out each and every
obligation by it assumed under this contract, and such failure continues for a period
of thirty (30) deys, it is agreed that the aggrieved party may, at its option,
cancel this agreement upon sixty (60) days' written notice. It is agreed that this
ecancellation provision camnot be i{nvoked in any isaue which can properly be made
the subject of arbitration, and disposed of in accordance with the provisions of

paragreph XVI hereof.

IXIII, This agreement shall be effective as of January 1, 1937, end unless
terninated in accordance with the provisions of puregraph XXII, shall remain in
forece for a period of five (5) years and shall continue thereafter until cencelled
by either pexrty givingone (1) year's written notise to the other party. The ef-
fective date of cancellation shall be as of December 3lst following the year's
notice. The earliest date of the year's notice of cancellation shall be January '
lat, 1941. It is understood and agreed, however, that any forest products on hand
for treatment at the ternination of this contraet shall be cerried to treatment
ocompletion under the provisions of this agrecment.

IXIV. This agreemsnt shall inure to the benefit of and be binding upon the
parties hersto, their respective successors and assigns.

IN WITHESS WHEREOF each party hereto has csused this instrument to be signed
by its proper offiglal end its corporate sesl is hereto affixed and attested dy
its Secretary, in duplicate, the dsy and year firat above written.

NORTHERN PACIFIC RAILWAY COMPANY
By

HEST COAST PRESERVING COMPANY




EXHIRIT "A™ ATTACHED AND A PART OF CONTRACT DATED : BETWEEN THE
NORTLERN PACIFIC RAILWAY COMPANY AND THE WEST COAST WOOD PRESERVING COMPANY,

‘Specifications covering the seasoning and treatment of cross and switch ties,
timber, lumber and piling.

Seasoning

1, Green ties, timber, lumber and piling will be delivered by the Railway Co.
at the plant of the Creosoting Co. The Creososing Co. will unload all material and
pile seme for storage and seasoning, using a spacing which loecal experience indi-
cates is the most favoreble for efficient seasoning. Material shall be stored on
non-decaying sills and the ground must be kept free of weeds end vegetation or
fungus growths which would be injurious to the timber.

2. Material shall be permitted to remain in the seasoning yard until the Rail-
way Compeny representative considers it suitable for treatment. It is the intention

. to season material to a point where it can be successfully treated, without artifical

seasoning, to obtain the desired penetration,

3, The Creosoting Co. shall save all car stakes, separators, ete., recelived
with incoming material and make use of same for separators in seasoning, staking
outgoing loads, etc.

Boring, Adzing end Incising

4, Before treatment all cross ties shall be bored for spikes, adzed for
seating tie plates and ‘ucised by Greenlee Brothers or other approved machine. The
incisions are to be nei less than three quarters (3/4) of an inch in depth and so
spaced a3 to permit 4 uniform distribution of the preservative to the depth of the

ineisions. The Rajiway Co, shall furnish plans showing the boring spacing required ‘

for the different sections and also the dimensions of adzing areas.

5. Ineising of switch ties, timber and lumber will be optional with the
Railway Companys

Preservatives

8« The preservative for eross and switch ties shall be a 50-50 mixture of
ereosote and petroleum oil. The creosote shall conform to the American Railway
Engineering Association specifications for Grade I Creosote Oil and be thoroughly
mixed before using with California Crude Cil with an asphaltic base. For timber,
lumber and piling the preservative shall be straight American Railway Engineering
Association Grade I Creosote. The Railwey Company may from time to time change the
proportions of the mixture treatment or the specifications for Creosote and Oll.

Moisture Content

7. All material to be treated in any one charge must have approximately the
same moisture contenta

Mhteriél Sizes and Stripping

8. Material four inches or less in thickness must be treated separately from
timbers of a greater thickness. Sufficient strips must be placed between tiers in
any case where, in the judgment of the Inspector, stripping 1s necessary to afford
free circulation of preservatives around each piece.

Artificial Seasoning

9, When material has not been air seasoned, it may be artificially seasoned,
at the option of the Railway Co., in the treating cylinders by boiling under vacuum
at temperatures ranging from 180° F. to a maximug of 200° F, as follows:

10, After the material is placed in the treating cylinder, presermative heated
to about 160° F, shall be admitted until the material is completely immersed. A
vacuum shall then be created and gradually raised until a minigum of 20 inches is

—]ea
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reached and this vacuum is to be maintained until the condensation passing off
from the timber and accumulated in the hot well of the condenser does not exceed
one~%enth of a pound per cubic foot of timber in charge per hour,

3!

11. After the completion of the seasoning period, or bath, Paragraph 12,
upon breaking the vacuum the preservative shall be lmmediately drained completely
from the treating cylinder. This draining need not be done in case the water con-
tent of the preservative in the cylinder is not cbjectionable in the opinion of
the inspector, '

Preparatory Bath for Air Seasoned Material

12. All thoroughly air seasoned materizal must be held in a hot oil bath for
a period of 2 to 8 hours at a temperature of about 180° F. in order to obtain the
necegsary sbsorption without the use of excessive pressure for a long period of
time,

Treatment

13. Empty Cell Process without initial air pressure shall be used.

Injection of Preservative Under Pressure

14, Following the heeting or the artificial seasoning period, the cylinder
shall be filled with Preservative and pressure applied as required to a maximum
of 160 pounds per square inch and maintained until the specified penetration or
final absorption of preservative has been obtained. The maxirum pressure in the
case of cross and switch ties shall be 150 pounds per squere inch. The temperature
of the preservative during the pressure period shall be as high as possible, with
a2 minimum 1limit of 160° F., and a maximum of 2000 F,

15. After pressure is completed the eylinders shall be emptied of preservatives
and a vacuum of at least 25 inches of mercury promptly created and maintained for
a sufficient period of time to free the material of dripping preservative,

Penetration Cross and Switch Ties and Piling

16. The minimum penetration of preservative shall be 3/4 of an inch. Represent-
ative ties from each charge must be tested for penetration, and at least 75% of the
ties so tested must show the above specified minimum. In determining penetration,
light discoloration of the wood from treatment shall not be considered.

The minimum penetration on every pile shall be not less then one inch of black
oil.

Penetration Timber and Lumber

17, The average depths of penetration for the specified amount of pregservative
shall be as follows:

Size 12§ _14# 16§

S*xla" & 4"x12" - - +950 inch

6"x1a" «50 inch v55 inch 65 inch
A2nx12® & larger 0?5 inch .85 inch 1,00 inch

{—’ The penetration must be based on black oil. Representeative pleces from each

/ﬁharge must be tested for penetration and at least 75¢% of these pileces so tested

, must show the above specified minimum,

Penetration and Fikal Retention ~ General

18. The penetration rather then the final retention of preservative shall
govern as to the acceptance of treatment. The preservative finally retained by cross
and switch ties shall be as nearly as possible 7 pounds per cubic foot of timber,
For piles the retention mimkx to be similarly 16 pounds per cublc foot of timber.

For timber and lumber this pehetiration is likewise outlined in paragraph 17. The
treating plant shall be provided with the necessary gauges, measuring devices and
appliances required to observe and record the gross and final retention of preserv-
ative in order that the Railway Company may be assured of obtaining the minimum

D



specified penetration with the minimum smount of preservative.

”

49, At the option of the inspector the total final retention shall be deter-
mined “by weighing sufficient representative material for any charge before and
after treatment and making necessary corrections for loss in its moisture contenta
These checks as well as those from gauge readings shall be used as approximate
checks against the preservative charged %o the Railwey Company. The Railway Co.
nmay chenge the minimum penetration requirements from time to timey

Retreatment

20. If the penetration or the final retention of preservative should be
2ound unsatisfactory, retreatment of eontinuation of treatment may be required.
“n case the unsatisfectory condition is due to the fault of the Creosoting Company's
squipment or methods, the extra cost of treatment shall be at the expense of the
Ureosoting Co. In case segregated material or the entire charge is returned to the
cylinder for additional treatment, the additional treating time shall be considered
continuous with the original treating time. The additional treating time shall
begin after the normal cylinder temperature and pressure have been restored.

Danaged Material

21, Material demaged through improper treatment or handling by the Creosoting
Company shall be paid for at the invoice cost of the material to the Railway Co.
Water bursts and heat checks shall be considered evidences of improper treatment.

General Conditions

22. The foregoing specified operations must be continuous without idle periods
between the various stages of the process.

2%, All holes bored for test purposes must be plugged with creosoted plugs
furnished by the Creosoting Co.

24, All material must be handled with care, particularly after treatment, so
as not to damage the edges or break through the creosoted shell, exposing untreated
wood, Sharp pointed tools, such as canthooks, peavies, pickaroons and crowbarg must
not be used except in the ends of timbers. Damaged material will not be acceptedo

25, The Creosoting Co. shall maintain the necewsary thermometers and gauges
to indicate and record accurately the conditions at all stages of treatment, and
all equiment shall be maintained in a condition satisfactory to the Rallway Co.

26. The Creosoting Co, shall permit the Railway Co, inspectors or represent-
atives to make all necessary tests of material and equipment pertaining to work
covered by this specification, end shall cooperate in the making of such testise

27. The Creosoting Company shall furnish for the use of the Railway Gao .
inspectors or representatives, all necessary laboratory supplies and facilities
for meking tests required by this specification,
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the omission of the word "tenk",

sure thet no other correction is




L. J. COLMAN L. C. HENRY A. D. BARRALL H. E. HORROCKS
PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER MANAGER

e
-

¥ WesT CoAST WOOD PRESERVING CO.

CREOSOTED DOUGLAS FIR IN ALL FORMS

RAIL AND CARGO SHIPMENTS
CABLE ADDRESS

SuccesSsorToO
COLMAN CREOSOTING PLANT TH “"CREOSOTE"
PACIFIC CREQSOTING PLANT 118 4TH AVE.AT SENECA ST.

SEATTLE,1L.S.A.
January 9, 1937

Mr. L. Yager, Chief Engineer
Northern Pacific Railway
St. Paul, Minnesota

Dear Mr. Yager:

|F THE FOLLOWING OFFER 15 ACCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJEGT TO DELAY IN CASE OF STRIKES, LOCK-0UTS, FIRES, INABILITY TO SECURE CARS
OR TONNAGE, TRANSPDRTATION DELAYS IN TRANSIT OF MATERIAL OR OTHER CAUSES OF DELAY BEYOND DUR CONTROL OR BEYOND THE CONTROL OF ANY PARTY
RESPONSIBLE IN FULL DR IN PART, TO THE WEST COAST WOOD PRESERVING C€O., FOR THE FULFILLMENT DF THIS CONTRACT.

TERMS: NET CASH TO US, PAYMENT B0 DAYS FROM DATE OF SHIPMENT; NECESSARY FREIGHT ADVANCES SUBJECT TO SIGHT DRAFT, WITH BILL OF LADING.

INSPECTION AND,’UR ACCEPTANGCE OF MATERIAL AT OUR PLANTS IS TO BE FINAL.

I wish to meke & correction in my letter of
January 6 in which I steted that in arriving at
the status of the present contract we used a
Egard measure equivalent to three million 7x8"-8!

ies.

I was in error in this and of course not in
conformity with the terms of the contract. As a
matter of fact, the status of completion is as I
wro?e you, but in arriving at that we have adhered
strietly to the letter of the contract in so far
not only as number of ties is concerned, but con-
verting other materials into ties at the rate of
42Z'BM per tie.

Yours very truly(fii'

s fa%ﬁi .0-&4;7/

Manager
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L. J. COLMAN L. C. HENRY A, D, BARRALL H. E. HORROCKS

PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER MANAGER

«

VA WEsT CoAsT Wo0oD PRESERVING (CO.

CREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS

SUCCESSOR TQ

COLMAN CREOSOTING PLANT TH
PACIFIC CREOSOTING PLANT LD S S RAN B ATSENRCA ST,

SEATTLE,U.S.A.
January 6, 1937

Mr. L. Yager, Chief Engineer
Northern Pacific Railway
St. Paul, Minnesota

Dear Mr. Yeger:

IF THE FOLLOWING OFFER IS ACCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJECT TD DELAY IN CASE OF STRIKES, LOCK-OUTS, FIRES, INABILITY TO SECURE CARS
OR TONNAGE, TRANSPORTATION DELAYS IN TRANSIT OF MATERIAL OR OTHER CAUSES OF DELAY BEYOND OUR CONTROL OR BEYOND THE CONTROL DOF ANY PARTY
RESPONSIBLE IN FULL OR IN PART, TO THE WEST COAST WDDOD PRESERVING CD., FOR THE FULFILLMENT OF THIS CONTRACT.

TERMS: NET CASH TO US, PAYMENT B0 DAYS FROM DATE OF SHIPMENT; NECESSARY FREIGHT ADVANGES SUBJECT TO SIGHT DRAFT, WITH BILL DOF LADING.
INSPECTION AND/UR ACCEPTANCE DF MATERIAL AT DUR PLANTS IS5 TO BE FINAL.

Just & note to bring to your attention that after
checking with the representatives of your company located
at our Seattle plant, we find that the total quantities
of treated material covered by our contract with your
company, ile., board measure equivalent to three million
pieces of 7x8"-8' ties, had been completed with the
treatment of our charge #N-65, processed on December 31,
1936. 1In fact your representative and our plant opera-
tors egree that this charge contained 127 pieces of ties
over and above finishing the contract.

OQur record shows that we now have on our yard a
total of 302,346 cross ties of various classes, after
completion of the expired contract. We presume it is
your intention to have us continue treating ties but,
of course, as yet have no contract to evidence that in-
tention. The new contract when finally executed by your
company, will carry a price somewhd less than the price
under the expired contrsct.

Yours very trd

WEST COA

Manager
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Broinerd, Minn,, December 21st, 1936,

¥r, Bernard Blum:

FoL S ol ¢oncerning completion of the Seattle ccmtraqt
witimspecified tcr:ni*mti.ow date: December 31lst, 1936,

When the plant was opened on November 1st
there remained to be treated 128,322 ties, which the
contractar agreed was well v:ituin the capacity of 1‘:110
plant to treat before the end of the year, Slinece Nov,
1st approximately 100,000 ties have boen treated lo‘wlx
a balance on December 19th of only about 28,000 ties,
This in spite of a shartage of empties far shipping
treated ties, and tank cars for delivering fuel oil.
Another set back to the plant has been our inablility to

furnish open cars only for treated tie loading, A large
mumber of rough box huve been furnished instcad and this
slows up the wark because they are unable to make the
best use of thelr eranes, Within the past few day there
has been & shortage of all claases of cars for this
sﬁrvic‘,. I have a4 note from Seattle this A, M, stating

that "Yardmaster at Seattle and Car Distributer, Tacoma
say 'Lr“m r will uo all they can but cers are very hard to
get,'

In view of the difficulties mentioned 1t
may be that we willl not be able to treat the full number
required within the time limit but at the worst only a
few will remain and lr, Horrocks adviscs that "There is
no intention of penalty if treatment of necessary ties
runs over the contract period,”

Thls for your inf'ormation,
< )
I)j;# /5" "!53 ",
Gen'l, & té,’»’" irmber Preservation,
/ Xos! -5

Cy=L.X« /

q.ﬂ.}i.




Saint Peul, December 9th, 1936

NR. He K, STEVENS:

Your notation an the attached draft of letter concerning renewal
of the contract with the WEST COAST WOOD PRESEIVING OGIPANY;

Flesse refer to0 page 2, parsgraph starting -
“Tenders were requested from all Operators...«."!

Tou show thet on the basis of the Colmen bid the cost would be epproxi=
nately $1.8374 per %ie., That figure is correct for the tie iszstalled in
track on Tacoma Pivision, including the tie itself, and the cost of inser-
tion end treatment. In all the other figurds which you have used in this
draft, only the momey we pay the Preserving Compeny is employed, so that
it seems to me thaet this ome paragraph might be revised to read sudstenti-
ally as follows;

"Tenders were reguested from all operstors on the Uoast
that were in a positioa to meet cur requirements, either by
bullding & new plant or by enlarging an old omej and the con=
trect was awarded to the “olman Company, the low bidder, on
terms which we estimste would make the cost of a tie instelled
approximately $1.,8374, This was sbout four cents per tie delow
our estimate of the cost of treating tiea at the Faradise
plant snd shipping to the Coast, slthough the bid price of
Colman was somewhat higher than our own at Parsdise for treat~
ing ccatas.”

Attached is a memorandum dated December 8th, showing the estimated
profit to the comtraetor, to support the statement shown on page 4 of your
draft, us follows:

A = Showing profit of §69,885 or $6988 per year, bssed on &
plant completely amortized during the eontract period now
expiring.

Showlng profit of $111,785, or $22,307 per year, if awarded
the propesed new e¢ontract and no cocat is included for smortiz=-
ing the plent.

On the basia of amorftzing the plant and spreeading the interest
over & period of firteen years to cover the terms of the present




and the proposed contract, his total profit would be
$156,670, or §9,111 per yesr.

I would call your attention to the feet thet under the plan of
amortizing the plent over the fifteen year period there is shown & loss
%0 the contractor of 6210 for the next five years., The reason for this
apparent loss is thal there sre £100,000 amortization and 518,000 inter-
et to be spread over & million ties, or nearly 18 cents per tie, Under
plan the totsl profit %o the contresctor is J181,670, or J12,111 per
year, Uader plau B the total prefit is 136,870, or 39,111 per year,

The reason fur this epparent difference in profit to the contrauctor under
plans A and B ie the additionml theoretical setup of {45,000 interest
charges when snortization is spread over a term of fifteen years.

1o regurd %o the investuent which we estimste at 8300,000 made
o
L

by the Colaen Company in order to fulfil the requirements of the present
contrags: Land valus is 20t included ia that figure. The Yolman CUompsny
owned the land, ao for that iten no setup wes made in our figures, Tracks
wera included at but $12,000, Bulkheading and greding were estimsted at
$62,000, The balance consists of tanks, retorts, boring meehinery, trams,
condensers, buildings, crance, ete,




Estimated Profits to Comtractor for Treating N, P, Material
At Seattle under Present and Propesed Contracts on Basis "A",
Amo rtizing Investment during Present Contract and “B™, Amor-
tizing investment duwring Present and Proposed Contracts.

'B"
Ten Year Period Five Year Period Wen Year Period  Five Year Period
1926 to 1936 1937 to 1941 1926 to 1936 1937 %0 1241

Contract payment for ties

Contract payment for other material
Total

Contractors 6pu'at1ng costs includ ing

overhead and taxes, but execluding plant

investment

Amortization of plant

Aggregate interest at 6% on unamortized
investment

Total

Profit

Pro it per ammum

Average profit per snnum

wb-0ffice of Chief Engineer,
S¢. Paul, December 8, 1936

$ 655,142

170,538
$ 825,677

§ 366,792

& 300,000

§ 99,000

¢ 765,792
¢ 69,885

6,988

$ 235,100

58,400
$ 291,500

179,715

179,715
111,786

£2,3

$ 655,142

170,536
§ 825,677

$ 356,792

& 200,000

i 126,000

$ 682,792

§ 142,885

14,288

$9,111

(
(

$ 233,100

58,400
$ 291,500

$ 179,715
¢ 100,000

§ 18,000

$ 297,715

$§ 6,215)

1,248)




Paradise, lgnt., 4
December 7th, 1936

T [
Mre LsYagers

“¥n

7y :
\ ‘il,/

=
Replying to your wire X-10 requesting
on estimate of $300,000 covering our ideas of cost
S¢atile treating plant and layout in connection with

Dy ey + 4
jeattles

T g 3
N -

My es

as followss

Land previously owned by J.M.
Hydrauliec fill, 180000 yards
Creosoted Pile Bulkhedds and

Buildings

Retorts

Transfer Table

Colby Crane

small Bridge Crane

Tracks, Crane and Standard
Boring Kachine, Incisor, etc.
conveyor '

Tanks

Pumps, Compressors, Pipe Lines, Valves,
Locomotive

Trams

Condensing apparatus
Laboratory

Prom oral figures obtained :

imgted figures for this

36,000
16,000
25,000 *
54,0007
54000
36,000 -
7,000
12,000
3,500 7
18,000 ~
12,000 “
74500
23,000
8,000
1,000

#300,000

at various times from

o
plant men and officers, ] 2lieve that this totgl is

fairly close.

The figure for creosoted pile bulkheads may bhe

a little high.

The cost of the land is hard to obtain.
Colman could not have paid very much for it

Originally

as he has owned

the location for a long time, but the present valuation is

doubtful. I have had estimates anywhere from
acre to $10,000 from our own land valuation

are about 8.5 acres in the new i1t
plant.

- e
,1775'77 7’;\, - K

$5000 per
people. There
and used by the tie

A~

Asste Gen., Supt., Tim. Pres,
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6 L YAGER ST PAULT
57 A G LOOM BRAINERD

AM WIRING L Y AS FOLLOWS. X-10 CRANES L3000 TRACTS

12000 BUILDINGS 25000 RETORTS 54000 BORING MACHINE 39500
TANKS 18000 PUMPS LINES VALVES 12000 LOCOMOTIVES 7500
TRAMS CONDENSORS AND INCIDENTALS 37000 BULKHEADING AND FILL

52000 STOI COLMAN )WNED ALL LAND PREVIOUSLY H= 21

12L6 PM G R HOPKINS
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*. MEMORANDUM

Estimated Profits to the Contreaector on several Bases for Treating N, P.
Material at Seattle.

(A) Present Contract terminating Dec. 31, 1936. Amortizetion 10 yeers,
interest at 6%

(1) Profit on Cross Tles 2,858,514 @ 1l¢ $28,585 °
(By < * * Switech Ties 8,761 M @ $1.29 11,172 *
(5l " " Lumber end Piling 6,740 M @ $4.47 30,128
Total for Ten Years 69,885
Profit per Year p 6,988 !

Profit on next 5 year period -~ no emortization or interest on Invest-
ment as was absorbed in first ten year period. Based on 200,000 ties
per year or 1,000,000 total.

(1) Profit on 1,000,000 eross ties @ .09515 $95,150
(2) " * 2,500 M gwitech ties @ $1.29 3,285
(3) " " 3.000 M lumber and piling @ $4.47 13,410
Total FProfit for § Years $111,785
Profit per yedar $ 22,357

Total Lstimated Profit for 15 years $181,670
Average Profit per year $ 12,111

Profit sssuming eamortization over & period of 15 years and interest
at 6%

1 €135
(1) Profit on erossg ties 5,858,514 ¢ 60;016
(2) " n gwiteh ties 11,161 M € $1.29 14,397 L
(3) " " lumber end piling 9,740 M @ $4.47 43,538
Total 15 years Profit $139,988 (3 (LLT°
Average Profit per year ¢ 868 A 1)

Division of Profits between first 10 years and second 5 yesr periods

1) Profit first 10 years ¢ 96,888 1 4t

{ 50
(2) Profit second 5 yeers 21,068 1 = b -l
Total

§117,955 430 L6

Agst. Chief Enginecer
8¢, Paul, Minnesota
December 5, 1936













St. Paul, Minnesota

December 5, 1936.

My, Bernard Blum:

I am attaching hereto two coples of

a memorandum on which are outlined the probable

profits to the West Coast Wood Preserving Company
under their contract on two bases for the first
ten year period with an additional extension of
five years, meking a total term of fifteen years.
There is, &8s is to be expected, not a very great

difference between these two.
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.Chicago, Milwaukee, St. Paul and Pacific Railroad Company

ENGINEERING DEPARTMENT

. : Union Station
R. J. ML ‘DTUN, ta
Ass: I Chief Engineer

CHICAGO,

r. Bernard Blum, Chief Englnee:
jorthern Pacifile Ry. Co.,
8%. Paul, Ninn,

o P w AT v T ry.T
etter of yeste

ieferring ¢ ¥ i

material at the Fagle Harbor plant,

Neglected to state that rices indloeate:
for treated piling inelude the pi # 1tself, as well
a8 the coet of the preservative and processing; in
other words, the 44 or 45¢ is the %total cost to us
of the pilling on board care at the treating plant.

Yours truly,

/
‘!,-'a;:*r—r,\/fﬂ.:‘mt. Chief Engr.,
, acific Ry. Co.,
Paul, Minn.
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For treating lumber, including the
ereosote, we areé now payling:

8# treatment el .00
104 . 25.+50
124 . 26.50
14¥ . a0 00

#ind that our recordg here and in the Purchasing
Departuent are not very good &8 %o priceg pald for treat-
ing viling becauvee that isg alwayes handled by our Assistant
Purchaging Agent, Mr. C. 8. FPinlayson, at Seattle, and
voughersg or peyments are made there. From such records
which appear in -our Purchaging Department here, however,
1t seems we are &t this time paying 44¢ per lfnesl foot
for 10§ treatment of Tir piling and 45¢ per liredl foot
for 12# treatment, and I think these two figures include
the conat pf preservative.

Yours truly,

Asslstant Chief Engineer

Mr. L. Yager,

Assts: Chiel Engr.
Northern Pacifie Ry. Co.,
8t.Paul, linn.




St. Paul, Minnesote
November 30, 1936

Mr. Bernerd Blum:

Referring to your letter of November £8th con-
cerning the treating contract of the West Coast Wood Preserv-
ing Company et Seattle: I em now attaching three coples of
Statement A revised to show the details you requested.

In my letters of September 25th and October 28th,
together with seversl subsequent discussions, I pointed out
the range of discussions with Mr, Horrocks on the subject of
interest and deprecietion on the plant investment made to
take on the Northern Pacific business ten years ago. Mr,
Horrocks has e¢learly teken the position that he intends to
deal with this subject on & competitive basis, which means
that these matters of intereast and investment are no concern
of the purchaser. Unless pressure ean be applied,with which
I am at the moment not familiar, to make the contractor discuss
this matter on a basis other than the competitive eircumstances,
then all of these figures which we have presented are nothing
more than academlic diseussions.

L. YAGER,




Statement A
Revised 11-30-36.

NORTHERN PACIFIC RAILWAY COMPANY

APPROXIMATE ESTIMATES OF COSTS TO THE CONTRACTOR FOR TREATING CR(BS TIES
UNDER PROPOSED NEW CONTRACT AT SEATTLE FOR THE NUMBER OF TIES REQUIRED FOR
TEN YEAR PERIOD AS OUTLINED IN STATEMENT No. 10, SEPTEMBER 10, 1936,
(PARAGRAPH 5).

Contract price $6.25 per M for complete treatment is equivalent to $.2331 per
tie (7 x 8-8')., Agsume average of 200,000 ties per year.

(A) DIRECTLY ASSIGNABLE ITEMS

1. Unloading and stacking green ties $.01125
2. Removing seasoned tles to conveyor .00250
3. Conveyor work 00250
4. Boring, adzing, incising and charging retorts 00900
5. Loading out treated ties for shipment +00625
6. Fuel - Steam, Power .02000
7. Plant lebor - operation and repairs .02100
8., Material snd Supplies, track and bldg. maintenance .02385

Sub Total $.09635

DIRECTLY ASSIGNABLE TAXES

1. State Ind. Tax and Workmans Compensation $.0215 per hr. $.0017
2. Federal Soeial Security Aet 2.1% of labor .0011

3., Business and Occupational Tax 1/4% Groses Business 20008
Sub Total $.0036

GENERAL OVERHEAD ETC.

1. General and Plant Supervision $.0180 .
2. Taxes on plant .0180
3. Insurance on plant .0020

Sub Total $.0380
OVERHEAD - INVESTMENT COSTS (Interest 6%, Depreciation 5%)

1. Amortization of Pl=nt $300,000 in 20 years $.07500
2. Interest on Investment $300,000 @ 6% 04324

Sub Total $.11824
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(E) OVERHEAD - INVESTMENT COSTS (Interest 5%, Depreciation 3%)

1. Amortization of Plant $300,000 in 33 years $.045000
2. Interest on Investment $800,000 @ 5% .042375

Sub Total $.087375
OVERHEAD - INVESTMENT COSTS (Interest 3%, Depreciation 3%)

l. Amortization of Plant $300,000 in § years $.045000
2, Interest on Investment $800,000 @ 3% + 085425

Sub Total $.070425
OVERHEAD ~ INVESTMENT COSTS (No interest or depreciation)

l, Costs

SUMMARY ( (D) Interest 6%, Depreciation 5% )

Directly Assignable Items $.09635
Directly Assignable Taxes +00360

= General Overhead etec. 03800
~ Overhead Investment Costs +11824
Total Costs $.25619

Payments received « 23310

Loss $.02309
Loss per cent of Cost 9.02%

SUMARY ( (E) Interest 6%, Depreeiation 3%)

Directly Assignable Items
Directly Assignable Taxes

- General Overhead ete.
Overhead - Investment Costs

$.09635
.00360
.03800

+ 08738
Total Costs $.22533

Payments received + 23310

Profit $.00777
Frofit per cent of cost «34%
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Revised 11-850-36
Sheet 3

SUMMARY ( (F) Interest 3%, Depreciation 3% )

Directly Assignable Items $.096350
Directly Assignable Taxes 003600
General Overhead ete. 038000
Overhesd - Investment Costs +070425
Total Costs $.208375
Payments received « 233100

Profit +.024725
Profit per cent of Cost 11.86%

SUMMARY ( (G) No Interest or Deprecistion Charges )

A - Directly Assignable Items $.09635
B - Directly Assignable Taxes 00360
C - General Overhead etoc. 03800
G -« Overhead - Investment Costs

Total Costs $.13795
Payments received + 28310

Profit $.09515
Profit per cent of Cost 68.97%

Note:

In each case the first ten year's interest end amortizetion charges
are allocated to the first ten year period ending December 31, 1936.

Assistant Chief Engineer
8t. Paul, Minnesota
October 23, 1936

Revised November 30, 1936







MR. L. YAGER:

In discussing the West Coast Wood Preserving Co. contract
Wednesday with Mr, Stevens he ssked me for a statement of the
¢cost to the contractor of treating 200,000 ties on the basis of
lower interest rate than shown in your statement A dated October
23, 1936,

We had some discussion about the inclusion in the cost to
the contractor of the $300,000 investment made ten years ego ~
and which presumably wes cherged off through the payments we made
under that contract. In order to show what the profit will be
to the contractor on the basis of lower interest charge, and also
on the assumption that he has written off the $300,000 investment,
will you add to statement A summaries as follows:

(F) With overhead investment cost based on interest at 3%
and deprecietionat 3%; and

(G) With no overhead investment cost.
In other words, G should be on the basis of eliminating emortizetion

of plent, end interest on investment, and of course will be a summary
of items A B and C as now shown on statement A,

Ok Y




November 24, 1936.

Mr. H. E. Horrocks

Maneger -

West Coast Wood Preserving Co.
1118 - 4th Avenue

Seattle, Washington

Dear Myr. Horrocks:

Referring to your letter of November 19th: e
submitted the proposal soon after my return from Seatile.
This submisgion resulted in a number of questions which
we have recently answered. The matter is now receiving
attention and we anticipate a deecision soon, or at any
rate prior to the end of the year.

I regret that it has taken so much time to
handle this subjeet but will assure you that you will re-
ceive communication promptly as soon as the declsion is
reached.

Yours very truly,

L. YAGER,




L. J. COLMAN L. C. HENRY A. D. BARRALL H. E. HORROCKS
PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER MANAGER

\WEST CoAST Wo0oD PRESERVING CO0.

GCREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS ‘ T

_‘-Jl = -
SUCCESSORTO éﬂbl.’i_\"«DDRESS
COLMAN CREOSOTING PLANT '“CREOSOTE"
TH e
PACIFIC CREOSOTING PLANT REBEE L VB NTSENEGA, ST g . =

SEATTLE,1.S.A.
November 19, 1936

L. Yager, Assistant Chief Engineer
Northern Pacific Railwey Company
Seint Paul, Minnesota

Dear Mr. Yager:

|F THE FOLLOWING OFFER IS AGCCEPTED, SHIPMENT OF MATERIAL WILL BE SUBJECT TO DELAY IN CASE OF STRIKES, LOCK-OUTS, FIRES, INABILITY TO SECURE CARS
OR TONNAGE, TRANSPORTATION DELAYS IN TRANSIT OF MATERIAL OR OTHER CAUSES OF DELAY BEYOND ODUR CONTROL OR BEYOND THE GONTROL OF ANY PARTY
RESPONSIBLE IN FULL OR IN PART, TO THE WEST COAST WOOD PRESERVING CO., FOR THE FULFILLMENT OF THIS CONTRACT.

TERMS: NET CASH TO US, PAYMENT 60 DAYS FROM DATE OF SHIPMENT;, NECESSARY FREIGHT ADVANCES SUBJECT TO SIGHT DRAFT, WITH BILL OF LADING.
INSPECTION AND[‘DR ACCEPTANCE OF MATERIAL AT DUR PLANTS 1S TO BE FINAL.

It is some time since our minds met on
the new contract for treating your material at
our Seattle plant. The contract executed by
your company has not yet been received.

If it is at all possible, we would like

very much to know by not later than the end of

the year whether or not the contract will be
renewed.




TR il 'l"mnw




5%. Paul, Mimnesota
Cotober 28, 1936.

Mr. Bernard Blum:

Referring to your request for data to make direct replies
to the sixteen guestions raised in Mr. JStevens' letter of October 1lGth
on the contract proposal for continuation of ferest products treatment
at Seattle with the West Coast Wood Preserving Company:

In my letter of September 25th I did not cover sll the de-
tails of the disecussions resulting from three or four daya' conferences
with lr. Horrocks, but eonfined myself to those apparently more important
phages and outlined certaln conclusions dietated by the evidence. In
order to now provide data for specific answers to these later questions
it will be necessary to repeat and amplify previous statements in addition
to carrying the review into phases not originally contemplated.

¥r. H. E. Horrocks, an engineer by training, was formerly the
manager of the Pacifie Coast Creosoting Company end sinee the consolida-
tion of the Colmmn Company and the Pacific Coast Creosoting Company into
the West Coast Wood Preserving Company has been the manager of that concern.
lr, Horrocks is a frank, fair-minded type of bdusiness man not given to
bluffing and indulging in those forms of maneuvering so often encountered
in jockeying for a position in horse trading transsetions. The whole
affair has been & oandid discussion of a business relation to develop
mtually adventegeous arrengenents., By reason of Mr, Horrocks' frank and
fair ettitude in the interpretation of contreact provisions the operation
of this contract has been even more satisfactory to us than were the
relations with the Colman officers, and we now that the contract hes
likewise beén profitable to the contractor. Mr. Horrocks is desirous of
continuing these contraet relations if mutually sgreeable terms can be
agreed upon. IJometime after the West Coamst Company took over the operation
of the Colman plant we approached My, Horrocks for a readjustuent of some
of the schedule provisions in the original econtract which never were alto-
gother satisfactory but nothing eould be dome sbout it with either Mr.
Doan or Mr. Colman. After some negotiations certain revisions were made
in price schedules covered by supplementary agreement February 24, 1933,
effective as of December 1, 1932. In making these statements about the
fair attitude of Mr, Horrocks I desire not to be misunderstood as in any
way inferring that Mr. Horrocks does not have a keen insight into all of
those features which affect the interests of his employer. He has a broad
and clear conception of all those matters dealing with timber preservation
in his territory and is familiar with the prices cherged by his competitors,
both in the railroad and commereisl markets. He is not overlooking any
opportunities to protect the interesis of his concern, ihen we discussed
this subjeet in generalterms before I went to the Cosat it was well under-
stood that I would endeaver to develop all the possibilities of a favorable




¥r., Bernard Blum - 2
Netober 28th, 1936 .
’

contract on the basis of discussing the merits of any proposal that
might arise. It was clear that for these first contacts, at least, there
should be no erbitrary proposal on our part based on a "take it or leave
it” attitude. That, however, did not foreclose taking that position at
& later time if 1t should be concluded that the circumstances warrsnt
that course of esetion without incurring unfavorable repercussions.

(1) Statement NHo. 6 is an estimeted segregation of costs to
the contractor for treating eross tles only for the ten-year period as
stated. These unit costs are estimated from our own experience because
most of the cperations are very similary to our own, and Myr. Hopkina,
through his years of contact with the plant, was able to observe the
operations carefully for the determination of their costs end likewise
had consliderable information on the retes of pay. Trestment of cross
ties is a rather typleal illustration of mass production affording many
opportunities for close estimates of unit costs. These estimates mani-
festly are not presented as accurate but they are sufficiently reliable
for any purpese to which we might devote them, This statement was prepered
not only for its ineidentsl value in comnection with any discussions whieh
Mr, Horrocks might permit with respect to the result to his company of
thelr participation in the contraect, but also to have something svailable
ag a likely meagsure of costs in comnection with the possibilities of any
other concerna offering to construet & new treating plant for the purpose
of taking on Horthern Pagific business in conneetion with commercial treat-
ing business.

(2) The figure of $300,000 represents our estimate which we
think is fairly accurate of the total investment of the contractor in
facilities added to his original plant for the purpose of handling our
contrect, In dealing with this subjeet we are immedistely confronted with
making a deeision as to how to dispose of the amnusl charges related to the
ereated investment. Individuals may properly differ as to how these
charges should be spread but there can be no questioning the conclusions
that these charges in a solvent business must eventually be absorbed in the
produet purchased by the consumer. It is this important ammual investment
charge which stood in the way of constructing our own plant when this
subjeet was consldered in 1926, and is still the harrier to the comstruetion
of a plant on the Coast for the purpose of realizing those economic adven~-
tages resulting Ifrom the ownership and operation of our own plants. The
set-up in No, 6 is obviously the extreme case and could only be Justified
on the assumption that the original comtractor could not anticipate the
continuation of the contract relations with the Northern Pacifiec or any
other purty. If that statement of fagts could be demonstrated to the tax-
ing authorities, then the contractor would undoubtedly be pemitted to show
a 10/ depreciation of his investment in his inecome tax returms. As the
matter now stands the contractor will be allowed a depreeciation rate which
the taxing suthorities already have approved for that type of business, end
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it 1s safe to say this is considerably less than 10/, because the contrector
¢an not, or more properly putting the case, does not intend to show that

this facility will no longer be devoted to the purpose for which it was
ereated. In case there were mo future contract relations the contractor would
have & plant free of cost for conversion to other purposes or disposition for
ita selvage value.

As is well understood, the item of depreciation relates more
perticularly to the possibility of obsolescence because satisfactory operat-
ing condition of the plant is usually maintained by current repairs. A con~
tractor is concerned in obsoleacence by reason of a possible change in treating
methods or for the disappearance of railroad contrect work by reason of the
change in the railroad practice or the appearance of additional commercial
competitors in the field for such business as muy be offered. All of these
phases of the subjeect were discussed in considerable detell with Mr, Horrocks
but the conclusions could not be capitalized because MHr. Horrocks made 1t
elear that he had not assumed and did not see any reason to Jjustify assuming
any obligations to enter into a contract to treat materiel for us at ecost plus
a pre-determined rate of profit. That is a logieal position because we were
likewise not in a position to assume the necessary obligationa on our part
with respect to that type of contract relationship. MNr. Horrocks desires to
maintain future relations on contrect provisions which are mutually satis-
faetory predicsted upon the eompetitive conditions us determined by the
comaergial market or the costs determined by the operation of our own plants.
That fect places all of these calculations and ssswaptions in the cautegory of
an scademic discussion. I have restated Stetement No. 6 in Statement A-1 to
show the results for different assumed bases for amortization and interest
charges.

In 1926 we had proposalas, one from the Long Bell Lumber Company
and another from the Hational lLumber & Creosoting Company based on & guaren-
teed volume 24 times that which we were able to offer. Thelr proposals were
econsiderably higher than the Colman Company, undoubtedly largely due to the
faet that the Colman Company's additional investment was for the snlargement
of an existing plant, whereas the other companies would have to create
complete new facilities at a considerably greater cost. The other propossls
were withdrawn when the minimumi stipulations could not be met. In view of
the past history it must be evident that the lest Coast Company will be at a
decided advontage in a competitive situation in the event coupetition is
offered through the construction of & new plant on the Coast. Ir. Horrocks
is not intending to sacrifice this or any other advantage which his company
may possesa, and as I have previously stated, there is no appaurent intention
of unnefessarily depregsing unit treating prices. Mr. Horrocks stated that
his prices were already considerably below the existing level and he was not
interested in taking on business with the uncertainties in volume at & rate
lower than outlined in the proposal. I think it proper to state here that
the present general level of treating prices was largely influencedbriginally
by the contrmet with the Milwaukee because the Eagle Harbor plant has no
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seasoning storsge facilities and the Milwaukee were not inclined to assume
the carrying charges on seasoning ties for the purpose of realizing a greater
economic tie life obtainehle from treated alr-seasoned tles so thet the
contractor found it necessary to make a treating rate which ellminated the
usunl charges for eylinder time involved in treating green material.

(3) Sestion C, Statement No. 6, shows an interest rate at 6% on
$300,000., The charges are figurod in succeeding years on the depreciated
prineipal so that the total interest charge is $99,000 for the ten-ysar period
instead of $180,000 which would be the figure if straight interest were com~
puted throughout the ten-year period.

{(4) This has been practically covered by the discussion under
No. 2. Jtatement A attached, which is & restatement of Statement No, 6, under
the last grouping, “shows the investment costs at an interest rate of 5% aad
deprociation rate of 3.

(5) Statement A is similar to Statement No. 6 in showing the
probable results for the second ten-year period for the material as outlined
in Statement No. 10 using the rate for cross ties set up in the proposal and
is bused on an average of 200,000 ties per year. In view of the fact that
our probable use of material other than cross tles is still more uncertain
than the probable cross tie requirements, I have absorbed the investment costs
in the tie treatment set-up. By reason of the fact that certaln more or less
fixed operating costs are involved and that the annual investument costs are
all absorbed by the ties, this statement shows on the basis of 6% interest
end depreciation of 55, the operation predicts a loss of §.02809 per tie or
9.02%., This morely means that if the contractor handled mthing but cross ties
he would not realize the estimsted investment costs bdut he would stlill show
some rate of return on the investment., In the set-up where interest iz taken
at 5% and depreciation at 3% there is & profit of $.00777 per tie or .54j.

(6) Statement No. 6, as explained, deals only with cross tiea
for which we have fairly reliable cost data on all the plant operations that
are involved, We do not have such comparsble data on the handling of switeh
ties, lumber and piling. The eosts of handling lumber and piling are quite
varioble, depending upon the character of the material and the amounts handled.
It would be posasible, of course, et considerable effort to obtain a fairly
relicble prediction on these iteme, but thet would tuke a long time and the
results under the eircumstances would add little or nothing in the way of
determinative value in the appralisal of the situation. By mcans of interpo-
lation I have estimeted the prodbeble profits on these items as shown in
Stotement B, It is, therefore, not proper to apply the 4% against the item
of $625,677 shown in Statement No. 1l.
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(7) Statement B is a set-up of the probable profits to the
contractor under the present contract, Sub-division A, and under Sub-
division B likewise the probable profits under the proposed eontrast for
the amount of material covered by Statement No. 10. These set-ups take

into consideration two bases for the disposition of the investment costs.
The probsble profits shown under Sub-division B are, even with the uncer-
tainties, rether modest for operations in that industry. On the same basis
the Great Northern contraet at Hillyard, effective May 1, 1957, promises

to return to the contractor a profit of about $70,000 per year if the out-
put is sll confined to eroes ties, end e considerably larger profit if enmy
materisl portion of the business is out-put other than eross ties. It
should be stated, however, that the yearly volume of business to be offered
by the Great Northern under their contrsct is about 2.4 that estimated for
our own neoeds on Statement No. 10. The $70,000 mentioned above reletes to
the Oreat Northerm business and no atteumpt has been made to estimnte the
profits on commercisal busineas.

(8) We do met have a copy of contract between the West Coast
Compeny and the Milwaukee Company. It is our understanding that there is
no term contract. There is an understanding which countinues from yeer to
year, Ve know that the Milweukee price for treating cross ties is $56.85 per
thoussnd, and that is the seme rate as outlined in the new proposal. The
new contract dvaft provides in the event the contractor mskes any lower
price to sny other parties, that lower price lmmediately becomes effective
for the Northern Pacific. I have previously expleined that the volume of
the Milwsukee business has been greater then thet of the Northern Paeifie,
end is likely to so contimue in the future. That faet is undoubtedly one of
the econtrolling reasons why Mr. Horrocks is not inclined to meke a lower
price to the Northern Pacific becsuse he would undoubtedly be under obli-
gations to make the same concessions to the Milwsukee. The reduction of
twenty-five cents per thousand and the operations of the other features of
the proposal, as I have stated in the second paragraph of Isge 3 of my let-
ter, would mean a reduction of sbout 330,000 for the quantities shown on
Statement No. 10. The reduction would have been roughly §45,000 if applied
to the materiel under the present contraet shown by Statement No. 8.

(8) Statement Wo. 9 1s a comparison of the unit prices ss

between the present Northern Pacific contract and the present Great Northern
contraet of June 1936 and the contrset of Junme 1, 1936, effective Nay 1,

1937. There is slso included an abstract of the contraet to show the oper-
ation of the renmtal payments. Statement 9-A shows similarly a comparison of
unit prices between the proposed Northern FPueifiec contruct to be dated Jan-
uary 1, 1937 end the existing Great Northern contrect and the contraet which
becomes effective next May. OStatement No, 13 is my attempt to show the probable
results to the Great Northern and to the contractor of the operation of the
contract effective next May. I sterted out, =s explained, by making this a
short-cut approach through eliminating the effect of the rental peyment becsuse
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it must be obdvious that whatever rental payments the contractor makes are
either passed immediately back to the Oreat NHorthern in the prices for its
produet or proportionately to the commercial output. I stated that for

the purpose of simplicity I have assumed the extreme thet the entire rental
payments would be abgsorbed by the Great Northern product. For the purpose
of clarification and avoiding any further explsnation for the short-cut
method, I have restated Statement No. 15 in Stuatement C, and have followed
the presentation through in & logieal manner avoiding any short-cuts to the
finol result which, of course, must be the seme in the end, This shows that
the Grent Northern cost per average tie is §.1039 grester than the Nerthern
Pacifie proposed comtrect, or prectically 45f. The profit to the contractor
is shown as 0.12382 per aversge tie, or practically 60% of his total costs.
These comparisons should be made with Statement A showing that the Seattle
contractor on the busis of interest at 6%, depreciation 5%, shows a loss of
$.02309, or 9.028%. On o basis of interest at 5%, depreciation 3%, the profit
is slightly less than 1% per tie, or .54, The net cost to the UGreat Northern
for an average tie is §.337 end to the Northern Pacific under the proposed
eontract §.23321.,

The Hillyerd contract situstion by reason of the fine wedern type
of plant and the large volume of business offered presents & rather unusual
get of circumstences for tresting ties at a low figure. The Great Northern
officers from their own experience in operating treating plant and their
knowledge of prices charged commereinl plents for rallroed work ere thorough-
1y familiay with what are fair and ressonuble prices for this work so that
the contrnet is unquestionably besed on justifiable grounds. This contract
set-up is not presented as being representative of comercial tlie treating
costa or ms necesserily beimg typiesl of railroad plants leased to contraetors.

Considerable time wos devoted to exploring costs of treating ties
at commereial plants on the Comst, and in the vielnity of the Twin Cities,
for the purpose of determining the ressonsbleness of the new proposal out-
lined in the contrect draft, Ototement No. 14 showed the sost to the
8, P, & 3. for trestment of ties at Hillysrd in 1932 and the treatment in
Hillyard and St. Helens, which are competitive for this business, in the
year 1956. The treating coste of $9.50 per thoussnd at Hillyard in 19328 and
$8.50 at Hillyerd and St. Helens in 1936 are to be compared with the $6.50
per thousand inm our present contrset, and $6.25 in the new proposal. The
£8,50 per thoussnd rate is §2.20 per thousand higher than the proposal
rete and smounts to §.084 per tie. The higher rate has no doubt mitigated
to some extent sgainst the more generous use of treated ties on the 8. F. & 5.
properties. It would be possible to treat O, P. & 5, ties at the Seattle
plant, using the Northern Pecifie source of ties, season them and treat them
&t Seattle under a treating in transit rate to be eutablished if such & rate
does not now exist, and the haul would return to the Northern Paciflc and
the Oreet Horthern & rete of $.004 per ton mile ss developed from the $3.25
per thousand imereased cost. The out of pocket profit would be the difference
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between the actual ton mile cost and §$.004 per ton mile return. It would
be necessary, of course, to hanile this business on published tariff

retes but the effect of that would be washed out by dividing the haul
equally between the twe companies. This example is intended merely to il-
lustrate the significance of the difference in contract treating prices. I
am well aware of the fact that traffic policy would not permit the adoption
of such a plan,

(10) By reason of the somewhat unusual contract at Hillyard I
reslized that it would ba pertinent to obtain whatever information might
be available as to the probable volume of the comsercial business handled
at that plant. I wes unable %o think of any reason that would Justify our
asking the Oreat Northern for the necessary data. That is the only source
from whiech reliable information on this point could be obtained. I pointed
out how I had made a very rough approximation of the volume &nd estimated
that this would return a tariff rate of about fifty cents (§.50) per cwt.
and that suggests a gross revemue of $216,000 per year. In the absence of
any information as to what pbrtion of this business is local or long haul
and no knowledge as to the origin end destination, it must be obvious that
this is a very rough and uneertain estimate.

At the time the present contraet was entered into our Traffie
Depertment took a greater interest in the shipments from the Colman plant to
determine whether or not we were obtaining our proper shere on the haul of
competitive comsercial business by reason of these contract relations. In
the earlier years there was considerable discussion about this phase of the
subject and we extended our ald with Mr. Colman at various times to see that
our interests in this respect were protected. Having this in mind when 1 wes
on the Coast I asked Mr. Burnham whether he had any complaints regarding this
matter, and Y also talked with members of his staff, and I underatood that our
Traffic Department were satisfied with the results. Sometime in July Mr.
Burnhem's office geve me & check on the nusber of comsercial loads for a
period of a year. Mr. Hopkins checked this statement from the books of the
contractor anl that gsve rise to Statement No. 12. Ve did not go to the
work of checking up the origin and destination of these cers for the purpose
of determining the Northern Pacifiec divisions of the revenues from an
examination of the way bill sbstract files. That could be dome, but it
would take considersble time, If we apply to the Northern Pagifie business
on Statement No. 12 the same approximate average return per car for all cars,
the same as was estimated for Hillyard, we obtain for 1955, 84 cars at $380,
§27,720; for the first six menths of 1936, 96 ears at $330, §51,680; or for
the 18 months' period ending June 30, 1936, & total of $59,400. The percen-
tege division of ocars as petween the four ecarriers shown on Statement No. 12
{s fairly representative of the ten-year period of the exlating eontract. The
output, of course, has varied gonsideradly yeer by year and during the past
year has been pieking up to & consideradle extent by reason of the increased
demand for highway structures in connection with Federal Ald Frojects.
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(11) So far as we hove been sble to learn the Union Pueifie
never hed any of their company material trested at the Seattle plant in the
past ten years. All of their company mmterial is treated in their own plant
at Dalles, Oregon, leased in recent years to the Forest I'roducts Treating
Company of Fortland. The Gresat Horthern have had little or no company
material trested at this plant in the paat ten years. Ue are certain that
no company meterial has been treated there within the past four or five years.
The Milwsukee Cowpany, as you know, have all of their company material treat-
ed at the Eagle Harbor plant of the West Coast Compeny. The Milwaukee barge
their material between Seattle and Hagle Harbor. The Union Pacifie, CGreat
Northern end the Milwaukee can reach this industry through published tariffs
govering treating in transit and that is the reason they participate in this
business. The competitive traffic im, of course, subject to routing soliel~
tation. It is estimated that the treating company may influence the routing
on anywhere from 25 to 505 of the competitive business. It is the intention
of the ereosoting compeny to divide this portion of the business over whiech
they exercise some degree of control equitably detween the Northern Pacific and
the Milwaukee by resson of their contract relations with these two companies.
Mr. Horroeks stated that if the Northera Pacific did not have ita material
treated at their Seattle plant there would naturally be no incentive for them
to have any particular concern in routing any competitive traffic over the
Northern Paeifie.

(12) On Statement D, I have shown the comparison of average yearly
costs for domestiec and foreign creosote at Seattle, based first on treating
300,000 eross ties per year, shows an increase of §7,545; similerly for
200,000 eross ties, $5,030; and for 100,000 cross ties, U2,515. The increased
cost for domestie crecsote over foreign erecsote smounts to §.674 per thousand,
or $.02515 per aversge tie. The inecreased cost for using domestie creosote on
the total forest products shown by Statement No. 10 would be about $57,664, or

$5,766 per year.

The item of evaporation and the gain by reason of avoiding the loss
of sludge sccumlation as previously memtioned must of necessity be Bmall, and
{t is not suseceptidle of relisble determination. Our own experience at
Brainerd suggests that the sludge loss amounts to possibly ene-half of 1% of
the creosote eost. This would add roughly $306 to the treatment of 300,000
ties per year. That caleulation, of course, makes no allowance for the dif-
ference in residue between the foreign and domestic ereosotes.

There is some still undetermined difference in value between the
two grades of crecsote by reason of residue characteristics. The forelgn oil
is regarded as having better toxie quslities. It is definitely known that it
{s easier to obtain the desired sbsorption with a lighter residue crecsote. To
obtain the seme penetration with the heavier residue creosote requires in-
creaged pressures and higher temperatures which has some uniknown detrimental
effects in treating timber,
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The record of erevsoted oils used at the Seattle plumt in the
{ntervel 1917 to 1932 shows & residue verying from 9.5% to 276, the aversge
being below 20%. In this stetement I am excepting the war period, 1914
to 1917, when foreign oll wes not aveileble, and the domestic ereosote resi-
due ren as high as 64.65% and generally above 40%. 0il received in 1934 to
1936, Buropean snd Japanese ereosote, had a residue 12,75 to 17.01%. The
Japanese oil was uniformly low in residue. In 1934 there wes & period when
foreign creosote was not readily aveilable and some domestic creosote wes
purchased with a residue of 27,05#. The Northern Pacific experience with
domestic creosote shows residue of 205 to 456, recently the residue is
quite generally lower than the higher rate.

My statement in second paragreph, Page 4, of my letier of Septem-
ber 25th about the Santa Fe practice was quoted from memory of my conversa-
tion with My, Harris. I em now attaching a copy of his letter of September
24th more speeificelly steting their practice. I em also attaching State-
ment D-1 containing some sbstracts of orders placed by the Semta ¥e for
ereosote during January 1936 for the purpose of compering their unit prices
with our own. The only prices which are directly comparable with our own
are those orders placed in the Chiecago distriet f.o0.b. their own tank cars
for rail shipment to their inland plants. This shows that the average
Santa Fe price is $.130c compared to the Northern Paeific $.12375
8 difference of $.00715 or sn inerease of 5.8k. The Senta Fe regard this
ineresse in cost more than justified. I shall not here elaborate further on
this question of differences in creosote guality begause as previously ex-
plained it hes no determinative bearing on the acceptance or rejection of
the contrzet proposal.

(13) Since we abandoned the creosote coal tar mixture we have
quite generally designated our practice es the 50-50 mixture. It started,
as I now reeall, at 50% crude oil and 50§ creosote cosl tar mixture. We
later on eliminated the eoal tar mixture snd used 45§ No. 1 erecsote and 55
erude oil and still retained the designation as a 50-50 mixture treatment
to distinguish it from the straight orecsote trestuent. These proportions
are by volume, The weight designation would be crude oil 51,95, erecsote
48.07%. The designation makes no particular difference beecsuse under the
eontraet we can vary the proportions of creosote and arude oll at our dis-
eretion.

(14) Statement No. 2 is & swaary of the total cost of Inland
Impire ties treated et Paradise and shipped to Seattle plant territory.
Items 2, 3, end 4 under A are taken from the detail statements of unit
costs, Statement No, 5, where interest on investment and depreciation of
plant are Items 1 and 2<B, and they are, therefore, included to the mmount
of 3.02F in Statement No. 2. This item of £.022 is set out specifically as
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a possible deduction when considering a stricetly out of pocket cost

basis and attention was direected to that item for that purpose in the
discussion. We are not required or even permitted in the sccounting
eclasgifications of maintenance of ways and struetures expenses to make
any charge for interest and depreciation on plant investment and,
therefore, our investment still stends on the books in capital account at
the accwmlated figure up to date. If we had charged out depreciation at
gsomething like 3%, the investment would be practically written off by this
time. We do, however, charge an item of interest and depreciation on ties
furnished in joint facility track meintenance and construetion in recog-
nition of the fuet that these items are included in some degree in all
ties treated by contract, and the Northern Pacific is entitled to that
consideration when it furnishes ties treated at its own plant in joint
facility operations,

That depreciation which covers obsclescence and the accrued
repairs or replascements is a legitimete chearge against the produet of an
industry and is recognized by law in that sppropriate deductions are per-
mitted to the industry in meking income tex returns, Differences of
opinion with respect to measuring this item, to whieh I have previously
referred, likewise prevail between the industries and the Treasury Depart-
ment in income tax transactions. In compering the cost of treatment by
contraet with the cost of work performed in company-owned plants, the
stutement is generally made that the railroads do not charge themselves
with the investment costs of interest and deprecistion, and it is for that
reason that we have been in the habdblt of showing these items in our calou-
lations used for these comparative purposes. We have never deceived our-
selves as to the significance of this ineclusion when the comparisons ware
judged on an out of pocket basis. Our plants ere now nearly 30 years old
and to all intents and purposes are still asdequate and functioning essen-
tially as efficiently as when they were new. This is lergely dus to the
fuet that in that interval of time there have been no radiecal changes in
trestment prectices insofar as our needs were concernsd to suggest the
operation of obsoleseence. Jhen we come to consider this matter of invest-
ment costs we must give due consideretion to the fact that our plants were
constructed at a time of a low level of construction costs so that our
total investment is still only sbout $200,000, whereas the Colman Company
had to meke an investment of §300,000 in 1926 in an addition %o thelr
existing plant o take on the contract, The Great Northern plant st Hill-
yard cost something in excess of $800,000, and that is roughly the expen-
diture that would be involved in the construction of & new plant on the
Coast.

{(15) As I have previously explained, the contractor by reason
of the uncertain volume offered and the trend of inereasing labor and
material costs would not mske the proposal apply to a ten~-year term. He
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would much prefer a contraet from year to year. He is willing, however, to
make this proposal cover a period of five yesrs. Iir. Horrocks hes soume
knowledge at least of negotlations between the Northern Pacifie and the
treating companies for the lesse of the Poredise plant or the construection

of & new plant in the vieinity of Seattle for handling reilroad and comier-
cial business. The only reilroad business of any consequence in sight tribu-
tary to Seattle iz that of the Milwaukee and the Northern Yecifie. His
conpany would be most intimately concerned with this new coupetition in the
field. He is, therefore, desirous of keeping the NHorthern Pacifie business

at a Tigure which will not detrimentally influence the interest of his com-
pany as he views the situation. It is spparent that if and when this potential
competition fades out of the pleture he or his successors will be in position
to inerease in some degree the price on tie treatment without Jeopardizing
the reilrond's economics of treated tie use. In view of the trend of incress-
ing labor and material costs end these other considerations which I have
mentioned, it was my personal view that we would be Justified in aeccepting a
five-yesr contract period for this propesel. It 1s apparent, however, that if
there is eny likelihood of our abandoning the use of treated tiez or we intend
to deal with another contractor, either through leasing the Peradise plant or
with & new plant to be constructed on the Coast, this proposal, if accepled at

all, should be on & ysar to year basis and then assume such risks as may be
involved in having to pay higher prices which may possibly be imposed after
the potential competitive atmosphere clears up. I shall not now take the
time to discuss the bdusiness sspects both to the raillroads and the contractor
econcerned with the construction of a new plant on the Coanst.

(16) The entire investigation was directed towards the evaluation
of the reasonsbleness of the contreet proposal on the naturel sssumption that
after the use of trested ties for & period of at least 20 years the economies
ef that practice have been definitely established.

¥hile it hes been definitely kunown for a considerable time that
our trested tie practice has not developed the utmost in economic possibllities
of treated ties, it is certain that treated ties have shown ummistakable
economic advantages over the use of untreated tles throughout the System as
a whole. Our tie plate protection for trested ties was up to 1923 admittedly
entirely inadequate so that an unusually large percentsge of troated ties
falled directly from mechanicel wesr or from decay oecesloned by the mechanical
destruction. There heve bewen relatively few ties which falled from decay as
the primary csusstion. The influence of better tie plate protection is ap-
parent in every-day observation.

In making economic compurisons the most important fagtor is the
average life of the untreated tie and the treated tie and for that factor we
mist be gulded by the results of our test trecks because general atatisties
of tle renewals are sltogether too indefinite and uncertain for this purpose.
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%@ have some test tracks which ere very extensive and the observations
from these confirm the rellability of the results from the smaller standerd
test treck sections. This discussion with respeet to the Jesttle plant
territory must be relsted direetly to the experience with Douglas fir ties.
We have quite relisble reecords which indicate that the average life of the
untreated Dougles fir is about eight years. It is reasonable conclusion
from the evidences of the past to say that the larger tie plate will not

in an important way increase the life of the untreated Douglas fir tie in
mein track becsuse the decay life is still the controlling factor.

e have soms reliable results from test tracks on the life of
trested Douglas fir ties. All of these, however, were placed under small
tie plates and the life of all these ties was fixed by the factor of
mechanicsl weur so that there is necessarily introduced some element of
speculation as to Just how much longer these tles would last under the larger
tie plates. It is a fact that in recent years our tresting practices have
been improved to meke an important contribution towaxd extending still further
the service life of treated Dougles fir ties. The records of the test tracks
to which I have referred show an average life slightly in excess of sixteen
years with 52% remewsls. This pertial average life projected on the renewal
experience curve indicates & final aversge life of twenty years. It is not
in any way distorting the significance of the evidence to conelude that
treated Dougles fir tles with the improved methods of treatment and the larger
tie plates as well as the generally improved track gtandaxds will in the main
line give an average life of twenty-five years.

Statement & shows the amual eosts as between treated and un-
trested Douglas fir ties in grades 4 end 5, both for twenty-rive and twenty
yeor average life of treated tles, and eight year average life for the
untreated tie in each instance, This has been projected into the results per
treck mile end for all the main track mileage on the Tacoma Divislon shows a
saving on a long interval period at the rate of $107,798 per yoar. Statement E
has been expended to show the probable yearly savings through using treated
ties throughout on all tracks tributary to the Sesttle plant, separately for
assumed twenty-five and twenty years aversge life of treated ties. For the
purpose of affoxding at least a rough comparison the unit costs developed for
the Seattle plant have been projocted for the trecks tributary to the Paradise
and Brainerd plents, The economy of the treated tie practice has been 80
generally accepted in the industry that all we gan hope to accomplish by any
new set of detailed figures from time to time is to more closely fix the
cconomie limits. That is the thought in mind in resorting for the {mmedinte
purpose to the use of the same unit ¢osts for the three plants. Sumsary L
ghows the sconomi¢ results by plant output and in total for the Systen. The
yearly System saving over a long period of years is $1,457,515 for an average
1life of twenty-five years and §1,072,074 for an average life of twenty years.
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Sunmary B shows the probable immediate yearly reductions in tie costs for a
short interval of years following the reversion to untreated tie remewal
throughout. For treated tie life of twenty-five years this is $534,250, for
twenty year average life equals $667.813.

In the foregoing I have not discussed the tangible advantages in
track maintenance arigsing from the faet that the use of treated tles requires
on the aversge only about one-third the disturbance in each pemel of track
concerned with yearly tie renewals as compsred with disturbances related to
untreated ties. There is also the item of conservation of timber resources. All
of these incidental advantages must necessarily teke & secondary position in
times of stress requiring the resort to the expedients of getting by. I should
add here that for guite obvious reasons I have used the straight line method
for computing annual costs because the sinking fund method does not square with
actual prectice in railroad maintenance transactions.

Statement E-1 shows the annual cost comparison of untreated and
treated No. 5 Douglas fir ties based on the treating cost on the proposed con-
tract at Seattle. From these figures it is readily possible to determine the
economies under any assumed aversge life of treated ties. Statement E~2 shows
the amnual cost of treated ties in place for various average years of life for
different contract trecting cost per M FiM. This is to show the influence of
deductions in contract treating costs and indicates clearly that it is necessary
to project these figures in terms of cost per mile year in order to get the
significance of a progressive change from $6.25 per M to $5.00 per M.

Statement No. 3 i2 an approximate statement of the economic value of larger tile
plates used with treated ties.

The decision of any management to change the practice from untreated
to treated ties requires the payment of yearly premiums for a certain peried of
years to establish the economie eycle of treated tie advantage. These annual
premiums do not return dividends until after that cycle has been established.

It is this faet which prevented the general adoption of treated tie practice on
the part of some carriers who were in straitened finaneial eircumstances. After
this economic eyele has once been established it must follow from an exemination
of the elements making up this set-up that the accrued premium payments can be
cashed for immediate advantage for a short period of years by reverting at any
time to the use of untreated ties so that the original position of higher annual
costs will be gradually approached and fully attained after all the treated ties
have been replaced by untreated ties. That situation is illustrated in the
latter part of Statement E.

The use of treated ties is unquestionably justified from the economie
aspects of annual meintenance costs. The decision to revert to the use of un-
treated ties must be based on reasons outside the field of transportation econ~
omies. The issues of financial expediency are corporate guestions to be deeided
after a weighing of the elements of investor and publiec interest. That large
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group of statistical anslysts who seout the eharacteristic indices of rall-
road operations to diagnose the physical and finenoial well being of proper<
tles in the interest of their investor clientele are prone whenever they have
observed marked changes in practices such as a reversion to untreated after
a long period of treated tie use to quite gemerally catalogue this as an
evidence of existing or impending finencisl embarrassment.

The rejection of the jnstant proposal should not necessarily of
itself apell the necensity to go back to the use of untreated tles. The use of
Inland Empire ties treated at Paradise for the Tacoms Division will afford
essentially the samo sconomic results. Should that plan prove impracticable
of secomplishment, then Coast Douglas fir tles gould be treated at Yaradise
and shipped back %o the Tacoma Division. This would reduce the yearly savings
on all the tles tributary to the Seattle plant on the basis of an average Ho o4
tie from 867,124 to $u54,252, or & difference of §12,892, I stressed the faot
that the results obtainable from Paradise plant operations in & more pronounced
degree than ten yeers 2go provides the plane of reference for contract cost
comparisons. The proposal from every phase of comparison is more fuvoruble
than the contract comulitment of ten years &go.




Statement A

: NORTHERN FACIFIC RAILUAY COMPANY

>
APPROXIMATE ESTIMATES OF COSTS TO THE CONTRACTOR FOR TREATING CROSS TIES
UNDER PROPOSED NEW CONTRACT AT SEATTLE FOR THE KUMBER OF TIES REQUIRED
FOR 10 YEAR PrRIOD AS OUTLINED IN STATEMENT No. 10, SEPTEMEER 10, 1936.
(PARACRATH B),

Contract price $6.25 per M for complete trestment is equivalent to §.2331
per tie (7x8-8'). Assure average of 200,000 ties per yeer,

(A) DIRECTLY ASSIGNABLE ITHMS

1. Unloading and stecking green ties

2. Removing seasoned tles to conveyor

3« Conveyor work

4. Doring, adzing, inocising snd charging retorts

B. Loading out treated ties for shipment

6. Mgl - Stean, power

7. Flant labor - operation and repairs

8. Materisl and Supplies, track and bldg. maintenance
Sub total

DIRECTLY ASSIGNABLE TAXES

l. Gtate Ind. Tax and Workmesns Compensation §$.0215 per hr §$.0017
2, Federal Social Security Act 2.1% of Labor «0011
3. Business and Occupational Tax 1/4% Gross Business 0008

e -

Sub total ¢.0036
GENERAL OVERHEAD ETC.

l. General and Plant Supervision
2, Taxes on plant
3+ Insursnce on plant
Sub total

OVERIEAD-INVESTMINT COSTS (Interest 6§, Depreciation 5%)

1, /imortization of plamt $B300,000 in 20 years
2., Interest on Investment $300,000 @ 65
Sub total




(E) OVERHRAD-IHVESTMENT COSTS (Interest 585, Depreciation 3%5)

1. Amortizetion of plant $300,000 in 33 yoars
2, Interest on Investment $800,000 ¢ 5%
Sub total

SUBURY (Interest 6%, Depreciation 5%)

Directly /ssignable Items

Directly Asasignable Toaxes

Cenaral Overhead etc.

Overhead-Investment Costs
Total Costa
Faynents received
Losa

Loss per cent of cost

SURURY (Interest 5%, Deprecistion 5%)

Directly Asaignable Items
Directly Assignable Taxes
Oeneral Overhead ete.
Overhead-Investment Costs
Total Costa
Payments received
Profit 500777
Profit percent of cost «34%

Note: In each cagse the first ten years' interest and
amortizetion charges are allocated to the first
ten year period ending December 31, 1936.

Asst. Chief Engineer
9t. Paul, Mimnesota
Cetober 283, 1938,




Statement A-l
NORTHERN PACIFIC RAILUAY COMPANY

ESTIMATED SEGERGATION OF CCOTS TO CONTRACTOR ON TREATING MATERIAL AT
SEATTLE PLANT, FOR CROSS TIES ONLY, BASED ON AVERAGE o¥ 300,000 PCS.
7 x 8 ~ 8 TIE EGUIVALENTS, THIS IS A RESTATEMENT OF STATEMENT No. 6,
SEPTEMREER 17, 1986 FOR DIFFEZENT RASES OF AMORTI ZATION AND INTERES
CHARGES (Faragraph 6).

Contract price $6.50 per ¥ for 12 hr. trestment is equivalent to 5.243
per tie (7x8-8'].

Actual price paid contractor for treatment of all eross ties to
August 1, 1906 was $.2600 per tle covering sll sdditional charges
for overtime.

(A) DIRECTLY ASSIGNABLE ITEUD

1. Unloading and stecking green tles $.01125
2, Removing seasoned tles to conveyor 00250
3. Conveyor work +00250
Boring, adzing, inelsing and charging retorts 00900
Loading out treeted ties for shipment .00625
Mel - Stosm, power « 02000
Plent labor - operation and repairs «02100
Materiel and supplies, track and bldg. maintenance «01590
Sub total $.08840

DIRECTLY ASSICNABLE TAXES

1. State Ind. Tax and Workuen's Compensetion §.0218 per hr .0017
2, TFedersl Social Security Act 2.1% of Labor «0011
%, Pusiness and Occupational Tax 1/4% on Cross Business .0008

it s

Sub total $.0036

GENRAL OVEHHEAD ETC.

1. Oeneral and Plant Supervision £.0120
2., Texes on plant «0120
3. Insurence on Plant 20010

Sudb total $.0250

(D) OVERHEAD-INVESTMENT COSTS (Interest G, Depreciation 10%)

1. Amortizetion of plant § 300,000 in 10 years
2. Interest on Investment{ 500,000 ¢ 6%
Sudb total




Statenent f-l
: Sheet 4

»

(E) OVERHEAD-INVESTMENT COOTS (Interest 6%, Depreciation 5%)

1, Amortization of plant  $8500,000 in %O yoars
2. Interest on Investment $300,000 © &k
Sub total

OVERIEAD-TNVESTIONT COSTS (Interest U%, Depreciation 3)

l. Amortization of plant $3500,000 in 85 yeurs
2. Interest on Investment §3500,000 @ 8%
Sub total

SUURY (Interest 65, Depreciation 10%)

(A) Directly Assignable Iteus £.08840
(B) Directly Assignsble Taxes «00360
(C) Genersl Overbeed ste. «02500
(D) Overhead - Investuent Costs « 15300
Total Costs $+28000
Fayments received «S6000
Frofit 3'001090

Profit Per cent of Total Cost 45
BUMMARY (Interest 68, Depreciation 5p)

(A) Directly Assignable Items $.08840
(B) Directly Assignsble Taxes «00360
(C) Genersl Overhead ete. 02500
(E) Overhead - Investment Costs 09815
Total Costs $.21515
Payments received +26000
FProfit 304485
Profit Per cent of Total Cost 20.85%




Statement A=l
Sheet S

SUMMARY (Interest 5%, Depreciation 3#%)

(A) Directly Assignable Items
(B) Directly Assignable Taxes
(C) Cenmeral Overhead etc.
{7) Overhead - Investment Costs
Total Costs
Fayments received
Frofit
Profit Per cent of Total Cost

Hote - In each case the first ten years' interest and amortization
cherges are allocated to the period in question, namely
ten year perioed ending December 31, 1938,

Asst. Chiefl Englineer
St. Peul, Minnesota
October 83, 1936.




Statauent B
NORTHERN PACIFIC RAILHAY COMPANY

APPROXIMATE ESTDOATES OF TOPAL PROFIT TO THE CONTRACTOR NUR TREATING M. P.
MATERTAL UNDER EXISTING AND PROPOSED CONTRACTS. (Paragraph 7).

(A) PROFITS UNDER FRESENT CONTRACT EXPIRING DECEMBER 31, 1936,

1. Based on Interest Bﬁ, Depreciation 1o§ of $300,000 Investuent

(a) Frofit on Cross ties 2,858,514 pes. @ 1¢
(b) Profit on Switch tien 8,661 M FBM @ J1.29
(e) Profit on Lumber and Piling 6,740 M FIM O $4.47
Total
Profit per year

2. Based on Interest 65, Deprecistion 5 of $300,000 Investmont

(a) Profit on Cross tics 2,858,514 pes © $.04485 {128,204
(b) Profit on Switch tles 8,661 M FEM o $3,32

(e¢) Profit on Lumber and Piling 6,740 ¥ FIM © $5.40

Total

Profit per yesr
8. Based on Interest 5%, Deprecistion 3f of 300,000 Investment

{a) Profit on Cross ties 2,808,514 pes., © $,06975 $199,381
(b) Profit on Switch tles 8,661 M @ $8,98 25,809
(e) Profit on Lumber and Piling 6,740 M

Total

Profit per year

PROFIT UNDER FROPCSED CONTRACT -~ AMOUNT OF MATERIAL STATEMENT No.lO

l. Basged on Intereat Sﬁ, Depreciation & of $300,000 Investment

{a) Losa on Cross ties 1,997,000 @ $.,02309
(b) Profit on Switch ties 5,000 ¥ o $2,79

(e) Profit on Lumber and Piling 6,000 M @ §5.49
Total
Profit pexr yeor

2, Baged on Interest © 5%, Deprecistion 3% of $300,000 Investment

(a) Profit on Cross Ties 1,997,000 ¢ §.00777 $15,515
(b) Profit on Switech tics 5,000 K& J8.79 13,950
(¢) Profit on Lumber and I'iling 6,000 K& 6,32 37,980

Total 67,385
Frofit per year g 6,738




lote: Under heading (B) Profits under proposed contrect the
Overhoad - Investment Costs have all been absorbed by the
itom eross ties (Stotement A) beceuse the data on probable
we of switch ties, thuber and piling for the ten-year period
is more indefinite than on cross tics; the net result, how-
evor, would be the same as though these charges hed been
spread uniforaly over all the product. The divisions of
profit as accoruing to switeh ties, lumber and piling are, in
tho sbsonce of date on unit handling costs, interpolsted from
eross tie costs and are therefore not sccurate or reliable.

Asst. Chief NEnginecer
5%, Paul, Hinnesota
October 27, 1036.




Statement C

NORTHERN PACIFIC RAILMAY COMPANY

1
APPROETMATE RESULTS TO OHEAT NORTHERN AND NATIOHAL POLE AND TREATING COMPANY
OPERATING UHDER FIVE YEAR CONTRACT DATED JUNE 1, 1936, EFFECTIVE MAY 1, 1937.

This is & restatement of Statement No. 13, dated Sept. 17, 1936 (Paregraph 9).

(A) RESULTS TO GREAT NORTHERN BASED ON AVERAGE TIE 7x8-8'

Costas to Oreat Horthern

1.

e

Se
4.
8.
6o
7.
8.
9.
10.
11.
1z.
13.

Taxes on plant

Insurance on plant

State Industriel Tax and Vorkmen's Compensation

FPederal Security Tux and Business and Occupational Tacx

Total Taxes

Contract payment @ $8.96 per M FBM

Total Cost Taxes and Contraet unit prices

G. N. Plant Investment  $500,000 & 5%, average $12,625

G. N, Plant jAmortization $8500,000 o 55 P $15,000

G. H. Grand Total Cost

Credit Rentel received $35,000

Net Cost to Grest Horthern

H. P. Cost, Seattle (new contract)
Inereesed Cost to Oreat Northorn
Increase

(B) HESULTS TC CONTRACTOR

1.

2.

3.
4.
5.

Unloading and stacking green ties
Reroving seasoned ties to conveyor
Conveyor work
Poring, adzing and charging retorts
Loading out treated ties for shipment
Fuel, steam and power
Flant labor, operation eni repairs
Material and supplies
Maintenance of yurd tracks 6 miles, $3500
Total Direct Coats
Interest and Depreciation on cranes and
locomotiveas $60,000 O 106 « $6,000
General and Flant Supervision J22,000
Sub total
Rental payment to Oreat Northern $35,000
Grand Total Cost to Contractor
Recelived from G, N. @ $38.96 per M FBM
Profit
Profit percentage of Total Cost

Asst. Chief Engineer
3t. Peul, Himnesota
October 26, 1936.

Fer Tie

$.0120
.0010
<0017
20019
5.0166
+3319
$.3485
<0243
L0864
£.3992
0828
£.35870
2331
21039
44,565

701125
«00250
«00250
+00900
«00625
.02000
«02100




Stotenent D

NORTHERN PACIFIC RAILEAY COMPANY

COMPARTISON OF AVERACE YRARLY COSTS YOR DOMESTIC AND FOREICY CREOSOTE; COM-
PUTED ON BASIS OF CBEOSOTE COSTS DELIVFRED IN STORAGE TANKS AT SEATTLE PLANT
MIXTURE TREATMENT 45% CHEQSOTYE, 554 PETROLEUM, AVERAGE TIE BB QUIRES 1.35
GAL. OREOSOTE, 1.68 GAL. PETROLEUM. (Statoment No. 7). (Paragraph £12).

1. Troating 300,000 pos. Crosuy ties @ 1,355 gals. Domestic © $.15183 §61,248
8, Treating 300,000 pos. Crosa ties © 1.38 gals. Foreign © $,1328 83,708
3« Inorcosed Cost Domsstie Crecasote ¥ 7,545

4. Increased Cost Domestic Creosote based on treuting 200,000 pes.
Cross ties g 5,080

Increased Cost Domestic Creosote bused on treating 100,000 pes.
Croass ties

Inoreased Cost Domestic Creosote per M FEM

Increased Cost Donestic Crecsote per iverage Tie

Approximate Total Inereased Cost of using Domestic Creosote on
estlmuted total forest products for ten-year period
(Statement No, 10, September 10, 1936) §57,064

Asat, Chief Engineser
3t Paul, Minnesota
October 28, 1936.




Stetement D-1

HORTHERN PACIFIC RAILEAY COREANY

ABSTRACT OF SOME ORDER3 PLACED BY THE A. T. &S, ¥, RY. CO. DURINC JANUARY
19856 FOR DELIVERY OF CHEOSOTE TO THEIR GPECIFICATIONS DATED SEPT. 29, 193).
THIS SPECIFIES A MAXIMUM RESIDUE OF 20% ABOVE S855° CENTIGRADE.

1. Order placed 1-18-36 with Bernath Lemcke, foreign creosote oil
1,000,000 gellons delivered into storage tanks at
Hetional City, near San Diego, Californis @ $.1390 per gallen

Oxder placed 1-18-356 with Barrett Compeny, Chicsgo, for
1,000,000 gallons delivered inte storage tanks at
Galveston, Texas, domestic greosote @ $.12886 per gallon

Order pluced with Rilly Tar & Chemical Company, Chicago,
500,000 gallong domestic creosote delivercd into Santa JFe
tank cars, f.c«b. Corinth, Illinois G $.1302) per gullon

Order placed 1-18-36 with Inland Tar Compuny, Chicago,
500,000 gallons domestic creosote into Sante Fe tank
cars at Corinth, Illinois @ $+13069 pexr gallon

Oxder pluced 1-18-36 with Colorado Fuel & Iron Company, Chieago,
160,000 gnllons domestic areosote into Jenta Pe tank curs
at Minequs, Colorado @ $.1385 per gallon.

te: No prices tsken for 1957 requiremsnts,

Asst. Chief Engincer
St. Paul, Minnesota
Cetober 23, 1936




THE ATCRISON, TOPEKA AND SANITA FE RAILNAY SYSTES

Chicego, Sapte 24 M 1956.

¥r. L. Yoager

Asst. Chief Englnoer
Northern Pacific Rallway Co.
St. Paul, Hinnsuota

Deax lr. Yugor:

Yours of Septomber S8nd:

Prior to 1951, except during the World War, we used
foreign erecsote £t Somerville and Netions) City. This wes
delivered by boat to Calveston for the Somarville plant and by
bost t0 San Diego for Mationel City. From 1981 to date, we quit
buying foreign oil for use at Sorerville and heave purchssed this
requirement from domestic producors on the Atlantic Coast,
delivered by boat to Calveston. uWith the exception of & carge
of donmestic crecsote delivered by boat to National City in 1903,
all of the orecsote used at that plant has beon imported. On
account of subnormal requirements, we did not require any
erecsote deliveries at National City from 1933 until the spring of
1956 and the requirements furnished this year were foreign oil.

Tours very truly,
{(Signed) CG. W. Huxwis
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\
AFPROZINATE AJOUAL COST COMPARISONS OF TREATED AND UNPREATED CROSS TIES. BASED ON
COAST DOUGLAS FIR TREATED AT SEATTLE UNDER PROPOSED CONTRACT. AVERACE TIE LIFE
TAKEN FROM ACTUAL AND PROJECTED TEST TRACK DATA (Paregraph 16).

(A) UNIT QOSTS OF TIES Untreated Ties Ireated Ties
Ho., 4 los 5 Ho. 4 No. §

1. Purchase Price @ $13.00 M J.4480 §,.5355

Sules Tax 2% on 755 «0067 .0080
Coat of tle, treatment and hauls $:9908
Totol Cost of ties ‘ £.5768 §.9908
Cost of placing tie in track 24000 .4000
Total Cost of ties in place 529768 $1.3908
Average Cost per yeur 8 year unt reated,

85 years trested 541103 $.1821 §.0856
Incressed cost $.0047 $.0589
Ineresged cost % 98.4% 93,14
Aversge cost per yesr untrested

20 Years troated 541103 ;"3.1221
Inereased cost Se §.0481
Inereased cost Percent 58.7%  65.0%

(B) APFROXDMATE COST COMPARISONS = TRACK MILYS AND DISTRICTS

1. Standard Main Track 24 No. 5 ties per panel = 3250 per mile

8. No. 4 Tie 7x8-8' agssuwd to be the averoge tie size for average of all tracks.

S. Annual cost untreated Douglas fir No. 4 tie in place assumed ¢ $,.8825 for
8 yeer average life = £.1108

4. Annusl cost of untreated Dougles fir No. 5 tie in plage assumed © $.9768 for
8 year average life = £,1221

8. Annual cost of treated Dougles fir No. 4 tie in place assumed ¢ §$1.3908 for
85 year averuge life = $.0556

6. Annusl cost of trected Douglas fir No, 4 tie in Place agsumed < §1,3908 for
20 year averuge life s $.0695

7. Annual gost of treated Dougles fir Yo, 5 tie in vlace assumed O §1,.5812 for
28 year avernge 1life = $.0632

8. Annual cost of treated Dougles fir No. 5 tie in place asswmed ¢ §1.5812 for
20 year average life = 3.0740

(a) Comparisons for 1 mile Standard Main Line Track

l. Decrensed cost for Ho. B trested ties average life 25 years o

($.1221 - §,0632 « $.0089) x 5250 ¥191.47
2. Decressed cost for No, 5 treated ties average life 20 yeurs =

($.1221 « $.0740 = £,0481) x 3249 $156.33
3+ Decreased cost Main Line track Tacoma Div. 285 yeer life =

5635 miles x §191.47 $107,798
4. Docreased cost Main Line track Tacome Div. 20 year life =

563 miles x §156.33 $ 88,014
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(b) Comparisons for all tracks Tecoms Div. (Seattle Plant) No. 4 iverage Tie
1. Decressed cost No., 4 treated tie average life 25 years =

($.,1103 - £.0556-= $.0647) x 4,885,448 ties = $267,125
2. Decreased cost No. 4 treated tle average life 20 yeurs =

(¢) Comparisons for all tracks territory tributary to Peradise Flant
8655 track miles 9,961,324 ties No. 4 aversge tie sawe cost es (b)
1. Decreased cost No. 4 treated tie average life 20 years =
(‘;*».1105 - 9.0556 = 3-05‘?) x 9,%1.32‘ =
2. Decreansed cost No. 4 treated tie average life 20 years
(#.1103 - 3-0695 = &-0408) X 9.961'324 =

(d) Comparisons for all tracks territory tributary to Drainerd Flant
4230 track miles 11,431,548 No, 4 average tie sume cost as (b)
1. Decreased cost No. 4 treated tie average life 25 years =
(£.1108 - £.08556 = $.0547) x 11,431,548 = {625,306
2. Decreased cost No. 4 treated tie average life 20 years =
($.,220% - $.0695 = $.0408) x 11,451,548 = $466,407

Comparisons resulting from uaing untreated ties throughout in the future.
Based on average No. 4 tie. Aversge renewal rates 8 yoar life 12§%, 20 year
life 25 year life 4%.
1. Deereased coats per year for all tmcks tributary to

Seattle Plant for average life 25 years e

4% of 4,683,448 = 195338 x (§1.5908 ~ §.8825 = $.5083) $ 99,290
2, Docrensed costs per year for sll tmcks tributary to

Jeattle Plant for average life 20 years =

5% Qr 4.&3,“8 = 244172 x (31-5908 - 3-9595 ” @-5065) $124.113
3. Docreansed costs per year for all tracks tributary to

Faredise Flant for averege life 20 yeara =

4% of 9,961,324 = 598458 x (§1.3908 ~ $.8825 = £.5083) $202 ,534
4. Decrensed costs per year for all tracks tributary to

Paradise Plant for average life 20 years =

5% of 9,961,324 » 498066 x (§1.3908 » $.8825 = §.5083) §883,167
5. Decreased costs per year for all tracks tributary to

Brainerd Plant for average life 20 years =

4% of 11,451,548 = 457862 x ($1.3908 - {.8825 = $.5083) = 232,426

Decreased costs per yeer for all tracks tridutary to

Brainerd Plant for average life 20 yesrs =

5% of 11,431,548 = 571577 x (1.3908 - $.8625 « £.5088 = $290, 583




t
)

smeuny (A) RESULTS BASED ON CONYINUED USE O) TREATED TIES

Renewals per Year Ay Life Trex Ties
Miles Untreated Treoated Treated
Track £5 yrs. £0 yrs, 85 years 20
Henttle Plant lasa 610,431 195,358 244,172 3267,125 $499,245
Yaradise Plant 3655 1,245,166 398,450 498,066 544,884 406,422
Brainerd Plent 42350 1,428,945 457,268 S71,877 625,306 466,407

i i

Totals 9718 35,284,540 1,063,055 1313,810 $1,457,315 391,072,074

Note: Cost of total system ties only average No. 4 7x8-8' untreated
@ §.,4485 x 35,284,540 = $1,453,409; for E5 year life Ho. &
treated ties & $.9908 x 1,081,085 = §1,041,303; for 20 year
treated 1ife = £.9908 x 1,315,810 = §1,301,728.

SMMMRY (B) RESULTS DASED ON REVIRSION TO USE OF UNTREATED TIES

Decreased Costs
Miles Yeorly Tie Renewals Average life Trected Ties
Track 25 Yeay Life 20 Yosr life £5 yeurs 20
1. Seattle Plent 1,628 195,388 244,172 $ 99,890 £124,113
£, Yaradise ¥lant 3,608 598,453 498,066 208,554 295,167
2. Drainerd Plant 4,250 457,360 571,577 238,426 290,835
4. Total 9,713 1051,058 1,313,815 b 534,850 667,813

Note: The figures for annuel renowals and decrensed costes under
Swumeary (B) reversion to use of untreated ties would hold
approximutely for the first 8 year perlod after which this
eycle would require progressive renewels at & rate of 185
becsuse we e decling with sverfige life periods. After
the first 8 yeer period there would still de 17 years off
trected tles to be renewed showing the seme results by 8 year
pariods but the untreated tic renewal costs of the first
8 yenr poriod rereated would eventually wipe out the ap~
parent costs. In order to avoid the vest amount of work re-
quired to take into consideration the effect of differences
in cost of ties and treatment as well as the differences
in average life of ties we have projocted the results for the
aystém from the differences disclosed by the Seattle Flant.
These foregoing rough asswmptions explain to some extent
the differences between the predicted tie renewals and the
aotual renowals made in recent yeurs.

Asst. Chief Enginecer
St. Paul, Mimmesota
Oetober 20, 1936
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NORTHERN PACIFIC RAILHAY COMPANY

COMPARATIVE ANVUAL COST OF UNTREATED AND TREATED Ho. U COAST DOUGLAS FIR
TIES. BASED ON TREATING COSTS UNDER PROPOOED CONTRACT AT SEATTLE.

Untrented Trented
Total Cost in Fluce $.9768 31,5812

Averapge Years Life Cost per Year

«9768 1.5812
+4884 « 7906
<256 +OE7)
2445 « 3953
+ 1954 «0162
1628 «2630
+ 1395 +2809
. 3231{ é ) .197‘7
+1085(b) « 1767
0977(c) «1581
0888 © o« 1437
0814 «1318
0751 «1816(a)"’
«0666 «1129
<0601 «1054(b)"’
0610 +0988(e)*
«0515 0930
0878
«0832
07891
<0753
0719
0687
«0659
«0632
»0608
« 0586

1
2
S
4
6
6
7
8
9
10
1l
12
13
14
15
16
1?7
18
19
a0
21
28

O B0 8O BO
L o

8

0565
0645
0s2?

29
S0

Note: (a) average yearly cost of untreated tie B-yesr aversge life
gives seme average amuel cost of treouted tie lasting 13
years (a')., (b) 9 years seme as (b') 15 yesrs. (e) 10
years same as (e') 16 years.

Asst. Ohief Engineer
S%. Paul, Minnesota
October 23, 1936.




Stetement -2
\ NORTHYRN PACIFIC RAILWAY COMPANY
COMPARATIVE ANNUAL COSTS OF UNTREATED No. 8 COAST DOUGLAS FIR TIES AND
TREATED TTES OF VARTABLE TREATMENT GOSTS.

Untreated mmm Treatment Treatnent Treatusnt
Colt ﬂ.% ¥ 960N @ iig.so M © 35,00 ¥
Total Cost in Plaoo «B700 o1.5477 1.85854

Average Years Life Costs per Year
+ 3162 « 3140 « 3095 + 30581

<2635 <2618 L2579 2542
2259 <2243 «2211 «2179
1977 1962 +1935 +1907
«1757(b) «1744(b) A720(b) .1695(b)
«1581 «1570 1548 «1525
<1437 <1427 « 1407 »1387
.1318 + 1308 +1290 +1271
.1216(&) 01208(3) .1.191(0) 011?3(5)
+1129 1121 +1108 .1090
<1054 +1047 »1082 L1017
.0988 0981 L0067 0953
0930 0924 L0910 .0897
0878 0872 .0860 0847
,0832 0826 L0815 0803
0791 0785 L0774 0763
L0758 L0748 0737 0726
L0719 L0714 0703 .0693
0687 0683 0673 0663
.0659 0654 0645 +0636
25 .0632 .0628 0619 0610
26 0608 <0604 0595 0587
uy . +0586 0581 0874 +0565
28 0865 L0561 0553 L0845
29 <0545 .0541 . 0834 .0526
30 0527 0823 0516 .0508

5

6

?

8

9
10
11
a2
13
14
15
16
17
18
19
20
2l
22
a3
4

por main track mile per yoar untreated No. § tie aversge life
8 years #2850 x $.1221 $396.83
Cost per main track mile per year treated No. 5 tie average life
85 yeurs with treating cost @ $6.25 per M
3250 x $.,0852 +205.40
Cost per main track mile per yemr treated No, 5 tie average life
25 yoars wl.th treating cost U $6.00 per M
32850 x $.0628 $204.10
Cost per main track mile per year treated No. § tie average life
85 yenrs with treating cost $5.50 per M
3250 x $.0619 $201.18
8. Cost per main track mile per year treated No. 5 tie average life
25 years with treating cost §5.00 per M
3250 x $.061 $198,28
Asst. Chief Engr.
8t. Peul, Oct. 27, 1986




Stotement No. E-3
NORTHERN PACIFIC RATILWAY COMPANY
ESTIMATED VALUE OF TREATED TIE PROTECTION THROUGH ADEQUATE TIE PLATES TO

INCREASE AVERAGE LIFE FROM 20 YEARS to 25 YEARS, THEATIRG COST TAKEN AT
$6.25 per M. OUST OF No, 5 TREATED DOUGLAS FIR TIE IN PLACK 21.581z.

1, Jnnuel Cost mile main track Ho., B tie average life 20 years
3260 x §.0791 $257.08

2, Annual Cost mile main track NHo. 5 tie average life 25 yeers
3890 x ,0632 205,40

5. Difference ¢ 51.68
4. Value @ifference ¥ Bz 51.68 x 20 = $1083.60

5. Cost tie platesz 7 x 9 -~ 1 mile= 3260 x 2 z 6800
6500 x 8.68¢ = 56420/ 5 28,21 tons © $45.00 V1269.45

6. Cost tie plates 7-1/2 x 10-7/6 - 1 mile = 8260 x & =
8500 6500 x 12.8) = 832007 = 41.6 tons @ §45.00 $1872,00

7. Difference Increase $602,55

8. Saving $51.68 per year on $602,55 increased cost = 8.5%

Agst, Chief Engineer
3t. Paul, Minnesota
Ostober 27, 1936




8¢. Paul, Minnesota
Oetober 28, 1936.

¥r. Bernard Blum:

Referring to your request for data to make direct replies
to the sixteen questions raised in Mr, Stevens' letter of October 1l6th
on the contraect proposal for continuation of forest products treatment
at Seattle with the West Coast Wood Preserving Company:

In my letter of September 25th I did not cover all the de-
tails of the discussions resulting from three or four days' conferences
with Mr. Horrocks, but confined myself to those apparently more important
phases and outlined certain conclusions dietated by the evidence. In
order to now provide data for speecific answers to these later questions
it will be necessary to repeat and amplify previous statements in addition
to carrying the review into phases not originally contemplated.

Mr. H. E. Horrocks, an engineer by training, was formerly the
manager of the Pacifie¢ Coast Creosoting Company end since the comsolida-

tion of the Colman Company and the Pacifie Coast Creosoting Company into
the West Coast Wood Preserving Company has been the manager of that concern.
Mr. Horrocks is a frank, fair-minded type of business man not given to
bluffing and indulging in those forms of maneuvering so often encountered
in jockeying for a position in horse trading transactions. The whole
affair has been a candid discussion of a business relation to develop
matuslly advantageous arrangements. By reason of Mr. Horrocks' frank and
fair attitude in the interpretation of contraet provisions the operation

of this contract has been even more satisfactory to us then were the
relations with the Colman officers, and we know that the contract has
likewise beén profitable to the contractor. Mr. Horrocks is desirous of
continuing these contraect relations if mutually sgreeable terms can be
agreed upon. Sometime after the West Coast Company took over the operation
of the Colman plant we approached Mr. Horrocks for a readjustment of some
of the schedule provisions in the original contract which never were alto-
gether satisfactory but nothing could be done about it with either Mr.

Doan or Mr. Colman. After some negotiations certain revisions were made

in price schedules covered by supplementary agreement February 24, 1933,
effeetive as of December 1, 1932. In making these statements about the
fair attitude of Mr. Horrocks I desire not to be misunderstood as in any
way inferring that Mr. Horrocks does not have a keen insight into all of
those features which effect the interests of his employer. He has a broad
and clear conception of all those matters dealing with timber preservation
in his territory end is familiar with the prices charged by his competitors,
both in the railroad and commercisl markets. He is not overlooking any
opportunities to protect the interests of his concern. ihen we discussed
this subject in generalterms before I went to the Coast it wes well under-
stood that I would endeavor to develop all the possibilities of a favorable
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contract on the basis of discussing the merits of any proposal that
might arise. It was clear that for these first contacts, at least, there
should be no arbitrary proposal on our part based on a "take it or leave
it" attitude. That, however, did not foreclose taking that position at
a later time if it should be concluded that the ¢ircumstances warrant
that course of action without incurring unfavorable repercussions.

(1) Statement No. 6 is an estimeted segregation of costs to
the contractor for treating eross ties only for the ften-year period as
stated. These unit costs are estimated from our own experience because
most of the operations are very similar to our own, and Mr. Hopkins,
through his years of contaet with the plant, was able to obgerve the
operations carefully for the determination of their costs and likewise
had considerable information on the rates of pay. Treatment of cross
ties is a rather typical illustration of mass production affording many
opportunities for close estimeates of unit costs. These estimates mani-
festly are not presented as accurate but they are sufficiently reliable
for any purpose to which we might devote them. This statement was prepared
not only for its ineidental value in connection with any discussions which
Mr. Horrocks might permit with respect to the result to his company of
their participation in the contract, but also to have something available
as a likely measure of costs in comnection with the posgibilities of any
other concerns offering to construet a new treating plant for the purpose
of taking on Northern Pacific business in connection with commercial treat-
ing businecss.

(2) The figure of $300,000 represents our estimate which we
think is fairly accurate of the total investment of the contractor in
facilities added to his original plant for the purpose of handling our
contract. In dealing with this subject we are immediately confronted with
making a decision as to how to dispose of the annual charges related to the
created investment. Individuals may properly differ as toc how these
charges should be spread but there can be no questioning the conclusions
that these charges in a solvent business must eventually be absorbed in the
product purchased by the consumer. It is this important emmual investment
charge which stood in the way of constructing our own plant when this
subject was considered in 1926, and is still the barrier to the comstruction
of a plant on the Coast for the purpose of realizing those economic advan-
tages resulting from the ownership and operation of our own plants. The
set-up in No. 6 1= obviously the extreme ease and could only be justified
on the assumption that the original contractor could not anticipate the
continuation of the contract relations with the Northern Pacific or any
other party. If that statement of facts could be demonstrated to the tax-
ing authorities, then the contractor would undoubtedly be permitted to show
a 10% depreciation of his investment in his income teax returns. As the
matter now stands the contractor will be allowed a depreciation rate which
the taxing authorities already have approved for that type of business, and
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it is safe to say this is considerably less than 10%, because the contractor
ean not, or more properly putting the case, does not intend to show that

this faeility will no longer be devoted to the purpose for which it was
ereated. In case there were no future contrasct relations the contractor would
have a plant free of cost for conversion to other purposes or disposition for
its salvage value.

As is well understood, the item of depreciation relates more
particularly to the possibility of obsolescence because satisfactory operat-
ing condition of the plant is usually mainteined by current repairs., A con-
tractor is concerned in obsolescence by reason of a possible change in treating
methods or for the disappearance of railroad contract work by reason of the
change in the railroad practice or the appearance of additional commercial
competitors in the field for such business as may be offered. All of these
phases of the subject were discussed in considerable detall with Mr. Horrocks
but the conclusions could not be capitalized because Mr. Horrocks made it
clear that he had not assumed and did not see any reason to justify assuming
any obligations to enter into a comtract to treat material for us at cost plus
a pre-determined rate of profit. That is a logical position because we were
likewise not in a position to assume the necessary obligations on our part
with respect to that type of conbtract relationship. BMr. Horrocks desires to
maintein future relations on contraet provisions which are mutually satis-
faectory predicated upon the competitive conditions as determined by the
comnereial market or the costs determined by the operation of our own plants.
That fact places all of these calculations and assumptions in the category of
an academic discussion. I have restated Statement No. 6 ia Statement A-1 to
show the results for different assumed bases for amortization and interest

charges.

In 1926 we had proposals, one from the Long Bell Lumber Company
and another from the National Lumber & Creosoting Compsny besed on a guaran-
teed volume 2% times that which we were able to offer. Their proposals were
considerably higher than the Colman Company, undoubtedly largely due to the
faet that the Colman Company's additional investment was for the enlargement
of an existing plant, whereas the other companies would have to create
complete new facilities at a coneiderably greater eost. The other proposals
were withdrawn when the minimum stipulations ecould not be met. In view of
the past history it must be evident that the West Coast Company will be at a
decided advantage in a competitive situation in the event competition is
offered through the construction of a new plant on the Coast. Mr. Horrocks
is not intending to sacrifice this or any other advantage which his ecompany
may possess, and as I have previously stated, there is no apparent intention
of unnefessarily depressing unit treating prices. Mr. Horrocks stated that
his prices were already considerably below the existing level and he was not
interested in taking on business with the uncertainties in volume at a rate
lower than outlined in the proposal. I think it proper to state here that
the present general level of treating prices was largely intluencedbriginally
by the contract with the Milwaukee because the Eagle Harbor plant has no
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seasoning storage facilities and the Milwaukee were not ineclined to assume
the carrying charges on seasoning ties for the purpose of realizing a greater
economic tie life obtainahle from treated air-seasoned ties so that the
contractor found it necessary to make a treating rate which eliminated the
usual charges for eylinder time involved in treating green material.

(3) Section C, Statement No. 6, shows an interest rate at 6% on
$300,000. The charges are figured in succeeding years on the depreclated
prineipal so that the total interest charge is 399,000 for the ten-year period
instead of $180,000 which would be the figure if straight interest were com-
puted throughout the ten-year period.

(4) This has been practically covered by the discussion under
No. 2. Statement A attached, which is a restatement of Statement No. 6, under
the last grouping, shows the investment costs at an interest rate of 5% and
depreciation rate of 3.

(5) Statement A is similar to Statement No. 6 in showing the
probable results for the second ten-year period for the material as outlined
in Statement No. 10 using the rate for cross ties set up in the proposal and
is based on an average of 200,000 ties per year. In view of the fact that
our probable use of material other than cross ties is still more uncertain
than the probable cross tie requirements, I have absorbed the investment cosis
in the tie treatment set-up. By reason of the fact that certain more or less
fixed operasting coots are involved and that the annual investment costs are
all absorbed by the ties, this statement shows on the basis of 6% interest
and depreciation of 5%, the operation predicts a loss of $.02509 per tie or
9.02%. This merely means that if the contractor handled nothing but cross ties
he would not realize the estimated investment costs but he would still show
some rate of return on the investment. In the set-up where intersst is taken
at 5% and depreciation at 3% there is a profit of $.00777 per tie or .34%.

(6) Statement No. 6, as explained, deals only with eross ties
for which we have fairly reliable cost data on all the plant operations that
are involved. We do not have such comparable data on the handling of switeh
ties, lumber and piling. The costa of handling lumber and piling are quite
variable, depending upon the character of the material and the amounts handled.
It would be possible, of course, at considerable effort to obtain a fairly
reliable prediction on these items, but that would teke a long time and the
results under the circumstances would add little or nothing in the way of
determinative value in the appraisal of the situation. By means of interpo-
lation I have estimated the probable profits on these items as shown in
Statement B. It is, therefore, not proper to apply the 4% egainst the item
of $825,677 shown in Statement No. 1l.
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(7) Statement B is a set-up of the probable profits to the
contractor under the present contract, Sub-division A, and under Sub-
division B likewise the probable profits under the proposed contract for
the amount of material covered by Statement No. 10. These sei-ups take

into considerstion two bases for the disposition of the investment costs.
The probable profits shown under Sub-division B are, even with the uncer-
tainties, rather modest for operatioms in that industry. On the same basis
the Great Northern contract at Hillyard, effective May 1, 1937, promises
to return to the contractor a profit of about $70,000 per year if the out-
put is all confined to eross ties, and a considerably larger profit if any
material portion of the business is out-put other than cross ties. I%
gshould be stated, however, that the yearly volume of business to be offered
by the Great Northern under their contract is about 2.4 that estimated for
our own needs on Statement No. 10. The $70,000 mentioned above relates to
the Great Northerm business and no attempt has been made to estimate the
profits on commercial business.

(8) We do not have & copy of coniract between the West Coast
Compeny and the Milwaukee Company. It is our understending that there is
no term contract. There is an understanding which eontinues from year to
year. We know that the Milwaukee price for treating cross ties is $6.25 per

thousand, and that is the seme rate as outlined in the new proposal. The
new contraet draft provides in the event the contractor makes any lower
price to eny other parties, that lower price lmmediately becomes effective
for the Northern Pacific. I have previously explained that the volume of
the Milwsukee business hes been greater than that of the Northern Paeifie,
and is likely to so continue in the future. That faet is undoubtedly one of
the controlling reasons why Mr. Horrocks is not inclined to make a lower
price to the Northern Pacific because he would undoubtedly be under obli-
gations to make the same concessions to the Milwaukee. The reduction of
twenty-five cents per thousand and the operations of the other features of
the proposel, as I have stated in the second paragraph of Page 3 of my let-
ter, would mean a reduction of about $30,000 for the quantities shown on
Statement No. 10. The reduction would have been roughly $435,000 if applied
to the material under the present contract shown by Statement No. 8.

(9) Statement No. 9 1s a comparison of the unit prices as

between the present Northern Pacific contract amnd the present Great Northern
contract of June 1936 and the comtract of Jume 1, 1936, effective May » A

1937, There is also included en abstract of the contract to show the oper-
ation of the remtal payments. Statement 9-A shows similarly a ecomparison of
unit prices between the proposed Northern Pacifie eontract to be dated Jan-
uary 1, 1937 and the existing Great Northern contract and the contract which
becomes effective next May. Statement No. 13 is my attempt to show the probable
results to the Great Northern and to the comtractor of the operation of the
contract effective mext May. I started out, as explained, by making this a
ghort-cut epproach through eliminating the effect of the rental payment because
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it must be obvious that whatever rental payments the contractor makes are
either passed immediately back to the Great Northern in the prices for its
produet or proportionately to the commercial output. I stated that for

the purpose of simplicity I have assumed the extreme that the entire rental
payments would be absorbed by the Great Northern product. For the purpose
of clarification and avoiding any further explanation for the short-cut
method, I have restated Statement No., 13 in Statement C, and have followed
the presentation through in a logieal mamner avoiding any short-cuta to the
final result which, of course, must be the same in the end., This shows that
the Great Northern cost per average tie is $.1039 grester tham the Northern
Pacifie proposed contract, or practically 45%. The profit to the comtraector
is shown as $.12382 per average tie, or practically 60% of his total costs,
These comparisons should be made with Statement A showing that the Seattle
contractor on the basis of interest at 6%, depreciation 5%, shows a loss of
$.02309, or 9.02%. On a basis of interest at 5%, depreciation 3%, the profit
is slightly less than 1% per tie, or .34%. The net cost to the Great Northern
for an average tie is $.337 and to the Northern Pacific under the proposed
contract $.23321.

The Hillyard contract situation by reason of the fine modern type
of plant end the large volume of business offered presents a rather unusual
set of eircumstances for treating ties at a low figure. The Great Northeran
officers from their own experience in operating treating plant and their
knowledge of prices charged commereial plants for railroad work are thorough-
ly femiliar with what are fair and reasonable prices for this work so that
the contraet is unquestionably based on justifiable grounds. This coniract
get-up 1s not presented as being representative of commercial tie treating
eosts or as necessarily being typicel of railroad plants leased to comtractors.

Considerable time was devoted to exploring costs of treating ties
at commercisl plants on the Coast, and in the vieinity of the Twin Cities,
for the purpose of determiming the reasonableness of the new proposal out-
lined in the contraet draft. Statement No. 14 showed the cost to the
S, P. & 8. for trestment of ties at Hillysrd in 1932 and the treatment in
Hillyard and St. Helens, which are competitive for this business, in the
year 1936. The treating costs of $9.50 per thousand et Hillyard in 1932 and
$8.50 at Hillyard and St. Helens in 1936 are to be compared with the $6.50
per thousand in our present contract, and $6.25 in the new proposal. The
$8.50 per thousand rate is $2.25 per thousand higher than the proposal
rate and smounts to $.084 per tie. The higher rate has no doubt mitigated
to some extent against the more generous use of treated ties on the 8. P. & S.
properties. It would be possible to treat S. P. & S. ties at the Seattle
plant, using the Northern Pacific source of ties, season them and treat them
at Seattle under & treating in transit rate to be established if such a rate
does not now exist, and the haul would return to the Northernm Pacific and
the Greet Northerm a rate of $.004 per ton mile as developed from the $2.25
per thousand inereased cost. The out of pocket profit would be the difference
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between the actual ton mile cost and $.004 per ton mile return. It would
be necessary, of course, to handle this business on published tariff

rates but the effect of that would be washed out by dividing the haul
equally between the two companies. This example is intended merely %o il-
lustrate the significance of the difference in contract treating prices. I
am well aware of the fact that traffie policy would not permit the adoption
of such a plan.

(10) By reason of the somewhat unusual contraect at Hillyard I
realized that it would be pertinent to obtain whatever information might
be available as to the probable volume of the commercial business handled
at that plant., I was unable to think of any reason that would justify our
asking the Great Northern for the necessary data, That is the only source
from which reliable information on this point could be obtained. I pointed
out how I had made a very rough approximation of the volume and estimated
that this would return a tariff rate of sbout fifty cents ($.50) per ewt.
and that suggests a gross revenue of $216,000 per year. In the absence of
any information as to what p8rtion of this business is local or long haul
and no knowledge as to the origin and destinmation, it must be obvious that
this is a very rough and uncertain estimate.

At the time the present contract was entered into our Traffie
Depertment took a greater interest in the shipments from the Colman plant to
determine whether or not we were obtaining our proper share on the haul of
competitive commereial business by reason of these contract relations. In
the earlier years there was considerable discussion about this phase of the
subject and we extended our ald with Mr. Colman at various times to see that
our interests in this respect were protected. Having this in mind when I was
on the Comst I asked Mr. Burnhem whether he had any complaints regarding this
matter, and I also talked with members of his staff, and I understood that our
Traffiec Department were satisfied with the results. Sometime in July Mr.
Burnham's office gave me a check on the number of coomercial loads for a
period of a year. Mr. Hopking checked this statement from the books of the
contractor ani that gave rise to Statement No. 12. We did not go to the
work of cheecking up the origin and destination of these cars for the purpose
of determining the Northern Pacific divisions of the revenues from an
examination of the way bill abstract files. That could be dome, but it
would take considersble time. If we apply to the Northern Pacifiec business
on Statement No. 12 the same approximste average return per car for all ears,
the seme as was estimated for Hillyard, we obtain for 1935, 84 cars at $330,
$27,720; for the first six months of 1936, 96 cars at $330, $31,680; or for
the 18 months' period ending June 30, 1936, a total of $59,400. The percen-
tage division of cars as between the four carriers shown on Statement No. 12
is fairly representative of the ten-year period of the existing contraet. The
output, of course, has varied considerably year by year and during the past
year has been picking up to a considerable extent by reason of the increased
demand for highway structures in commeetion with Federal Aid Projects.




Mr. Bernard Blum - 8
Octiober 28th, 1936 .

(11) So far as we have been able to learn the Union Paeific
never had any of their company material treated at the Seattle plant in the
past ten years. All of their company material is treated in their own plant
at Dalles, Oregon, leased in recent years to the Forest Products Treating
Company of FPortland. The Great Northern heve had little or no company
material treated at this plant in the past tenm years. We are certain that
no company material has been treated there within the past four or five years.
The Milwaukee Company, as you know, have all of their company material treat-
ed at the Eagle Harbor plant of the West Coast Company. The Milwaukee barge
their material between Seattle and Eagle Harbor. The Union Pacifie, Great
Northern and the Milwaukee can reach this industry through published tariffs
covering treating in tramsit and that is the reason they participate in this
business. The competitive traffic is, of course, subject to routing soliei-
tation, It is estimated that the treating company may influence the routing
on anywhere from 25 to 50% of the competitive business. It is the intention
of the ereosoting company to divide this portion of the business over which
they exercise some degree of control equitably between the Northern Pacifiec and
the Milwaukee by reason of their contract relations with these two companies.
Mr. Horroecks stated that if the Northern Pacifiec did not have its material
treated at their Seattle plant there would naturally be no incentive for them
to have any particular concern in routing any competitive traffiec over the
Northern Pacific.

(12) Om Statement D, I have shown the comparison of average yearly
eosts for domestie end foreign creosote at Seattle, based first on treating
300,000 eross ties per year, shows an inecrease of £7,545; similarly for
200,000 eross ties, $5,030; and for 100,000 cross ties, $2,515. The increased
cost for domestie ereosote over foreign ereosote amounts to $.674 per thousand,
or $.02515 per average tie. The increased cost for using domestic creosote on
the total forest products shown by Statement Ne. 10 would be about $57,664, or
$5,766 per year.

The item of evaporation and the gain by reason of avoiding the loss
of sludge accumulation as previously mentioned must of necessity be small, and
it is not susceptible of reliable determination. Our own experience at
Brainerd suggests that the sludge loss amounts to possibly one~half of 1% of
the ecreosote cost. This would add roughly $306 to the treatment of 300,000
ties per year. That caleulation, of course, makes no allowance for the dif-
ference in residue between the foreign and domestic creosotes.

There is some still undetermined difference in value between the
two grades of creosote by reasonm of residue characteristics. The foreignm oil
is regarded as having better toxle quelities. It is definitely known that it
is easier to obtain the desired absorption with a lighter residue creosote. To
obtain the seme penetration with the heavier residus creosote requires in-
ereased pressures and higher temperatures which has some unknown detrimental
effeets in treating timber.
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The record of ereosoted oils used at the Seattle plant in the
interval 1913 to 1932 shows a residue varying from 9.5% to 27%, the average
being below 20%. In this statement I em exeepting the war period, 1914
to 1917, when foreign oil wes not available, and the domestic ereosote resi-
due ren as high as 64.65% and generally above 40%. 0il received in 1934 to
1936, European and Japanese creosote, had a residue 12.7% to 17.01%. The
Japanese oil was uniformly low in residue. In 1934 there was a period when
foreign creosote was not readily available and some domestic creosote was
purchased with a residue of 27.05%., The Northern Pacifie experience with
domestic ereosote shows residue of 20% to 45%, recently the residue is
quite generally lower than the higher rate,

My statement in second paragraph, Page 4, of my letter of Septem-
ber 25th about the Santa Fe practice was quoted from memory of my conversa-
tion with Mr, Harris. I am now attaching a copy of his letter of September
24th more specifically stating their practice. I am also attaching State-
ment D-1 containing some ebstracts of orders placed by the Santa Fe for
ereosote during January 1936 for the purpose of comparing their unit prices
with our own. The only prices which are directly comparable with our own
are those orders placed in the Chicago distriet f.o.b. their own tank cars
for rail shipment to their inland plants. This shows that the average
Santa Fe price is $.1306 ecompared to the Northern Pacific §. 12375
a difference of $.00715 or an inerease of 5.8%. The Santa Fe regard this
inerease in cost more than justified. I shall not here elaborate further on
this question of differences in creosote quality befause as previously ex-
plained it has no determinative bearing on the acceptance or rejection of
the econtract proposal.

(13) Since we sbandoned the creosote coal tar mixture we have
quite generally designated our practice as the 50-50 mixture. It started,
ag I now recall, at 50% erude oil and 50% creosote coal tar mixture. We
later on eliminated the coal tar mixture and used 45% No. 1 creosote and 55%
erude oil and gtill retained the designation as a 50-50 mixture treatment
to distinguish it from the straight creosote treatment. These proportions
are by volume. The weight designation would be crude oil 51.93, creosote
48.07%. The designation makes no partieular difference because under the
eontract we ean vary the proportions of creosote and crude oil at our dis-
eretion,

(14) Statement No. 2 is a summsry of the total cost of Inland
Empire ties treated at Paradise and shipped to Seattle plant territory.
Items 2, 3, and 4 under A are taken from the detall statements of unit
costs, Statement No. 5, where interest on investment and depreciation of
plant are Items 1 end 2-B, and they are, therefore, included to the amount
of $.022 in Statement No. 2. This item of $.022 is set out specifically as
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a posgible deduction when considering a strietly out of pocket cost

basis and attention was directed to that item for that purpose in the
discussion. We are not required or even permitted in the accounting
elassifications of maintenance of ways and structures expenses to msake
any charge for interest and depreciation on plant investment and,
therefore, our investment still stands on the books in capital account at
the sccumlated figure up to date. If we had charged out depreciation at
something like 3%, the investment would be practically written off by this
time., We do, however, charge an item of interest and depreciation on ties
furnished in joint facility track meintenance and construction in recog-
nition of the fact that these items are included in some degree in all
ties treated by econtract, and the Northern Pacifie 1s entitled to that
consideration when it furnishes ties treated at 1ts own plant in joint
facility operations.

That depreciation which covers obsolescence and the aecerued
repairs or replacements is a legitimate charge against the produet of an
industry and is recognized by law in that appropriate deduections are per-
mitted to the industry in meking income tax returns. Differences of
opinion with respeet to measuring this item, to which I have previously

referred, likewise prevail between the industries and the Treasury Depart-
ment in income tax transactions. ‘In comparing the cost of treatment by
contreét with the cost of work performed in company-owned plamts, the
statement is generally made that the railroads do mot charge themselves
with the investment costs of interest and depreciation, eand it is for that
resson that we have been in the habit of showing these items in our calcu-
lations used for these comparative purposes. We have never deceived our-
selves as to the significance of this inclusion when the comparisons were
judged on an out of pocket basis. Our plants are now neerly 30 years old
and to all intents and purposes are still adequate and functioning essen~
tially as efficiently as when they were new. This is largely due to the
fact that in thet interval of time there have been no radieal changes in
treatment prectices insofar as our needs were concerned to suggest the
operation of obsolescence. When we come %o consider this matter of invest-
ment costs we must give due consideration to the fact thei our plants were
constructed at a time of a low level of comstruction costs so that our
total investment is still only about $200,000, whereas the Colman Company
hed to meke an investment of $300,000 in 1926 in an addition to their
existing plent to take on the comtract. The Great Northern plant at Hill-
yard eost something in excess of $500,000, and thet is roughly the expen=-
diture that would be involved in the comstruction of & new plant onm the
Coast.

(15) As I have previously explained, the contractor by reason
of the uncertain volume offered and the trend of inereasing labor and
material costs would not meke the proposal apply to a ten-year term. He
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would much prefer a contract from year to year. He is willing, however, to
make this proposal cover a period of five years. Mr. Horrocks has some
knowledge at least of negotiations between the Northern Pacifie and the
treating companies for the lease of the Paradise plant or the construction

of & new plant in the vieinity of Seattle for handling railroad and commer-
¢ial business. The only railroad business of any consequence in sight tribu-
tary to Seattle is that of the Milwaukee and the Northern Paeifie, His
company would be most intimately concerned with this new competition in the
field. He is, therefore, desirous of keeping the Northern Paeific business

at a figure which will not detrimentally influence the interest of his com=-
pany as he views the situation. It is apparent that if and when this potential
competition fades out of the picture he or his successors will be in position
to inerease in some degree the price on tie treatment without jeopardizing

the railroad's economics of treated tie use. In view of the trend of increas-
ing labor and material costs and these other considerations which I have
mentioned, it was my personal view that we would be justified in accepting a
five-year contract period for this proposal. It is apparent, however, that if
there is eny likelihood of our abandoning the use of treated tles or we intend
$to deal with another contractor, either through leasing the Paradise plant or
with & new plant to be constructed on the Coast, this proposal, if accepted at

all, should be on a year to year basis and then assume such risks as may be
involved in having to pay higher prices which may possibly be imposed after
the potential competitive atmosphere clears up. I shall not now take the
time to discuss the business aspects both to the railroads and the coniractor
concerned with the construction of & new plant on the Coast.

(16) The entire investigation was directed towards the evaluation
of the reasonableness of the contraet proposal omn the natural assumption that
after the use of treated ties for a period of at least 25 years the sconomics
of that practice have been definitely established.

While it has been definitely known for a considerable time that
our treated tie practice has not developed the utmost in econoumie possibilities
of treated ties, it is certain that treated ties have shown unnistakable
economic advantages over the use of untreated ties throughout the System as
a whole. Our tie plate protection for treated ties was up to 1923 admittedly
entirely inadequate so that an unusually large percentage of itreated ties
failed directly from mechanical wear or from decay occasioned by the mechanical
destruction. There have been relatively few ties which failed from decay as
the primary ceusation. The influence of better tie plate proteetion is ap-
parent in every-day observation.

In making economic comparisons the most important factor is the
average life of the untreated tie and the treated tie and for that factor we
must be guided by the results of our test tracks because general statistles
of tie renewals are altogether too indefinite and uncertain for this purpose.
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We have some test tracks which are very extensive and the observations
from these ecnfirm the reliability of the results from the smaller standard
test track sections. This discussion with respeet to the Seattle plant
territory must be related direetly to the experience with Douglas fir ties.
We have quite reliable records which indicate that the average life of the
untreated Douglas fir is about eight years, It is reasonable coneclusion
from the evidences of the past to say that the larger tie plate will not

in an important wey inerease the life of the untreated Douglas fir tie in
maein track because the decay life is still the controlling factor,

le have some relisble results from test tracks on the life of
treated Douglas fir ties. All of these, however, were placed under small
tie plates and the life of all these ties was fixed by the factor of
mechanieal wear so that there is necessarily introduced some element of
speculation as to just how much longer these ties would last under the larger
tie plates. It is a faect that in recent years our treating practices have
been improved to make an important contribution toward extending still further
the service life of treated Douglas fir ties. The records of the test tracks
to which I have referred show an average life slightly in excess of sixteen
years with 32% remewals. This partial average life projected on the remewal
experience curve indicates a final average life of twenty years. It is not
in any way distorting the significance of the evidence to eonclude thet
treated Dougles fir ties with the improved methods of treatment and the larger
tie plates as well as the generally improved treck standards will in the main
line give en average life of twenty-five years.

Statement £ shows the amnual costs as between treated and un-
treated Douglas fir ties in grades 4 and 5, both for twenty-five and twenty
year aversge life of treated ties, and eight year average life for the
untreated tie in each inmstance. This has been projected into the results per
track mile and for all the main track mileage on the Tacoma Division shows a
saving on a long interval period at the rate of $107,798 per year. Statement E
has been expanded to show the probable yearly savings through using treated
ties throughout on all tracks tributary to the Seattle plant, separately for
assumed twenty-five and twenty years average life of treated ties. For the
purpose of affording at least a rough comparison the unit costs developed for
the Seattle plant have been projected for the tracks tributary to the Paradise
end Brainerd plants. The economy of the treated tie practice has been so
generally accepted in the industry that all we can hope to accomplish by any
new set of detailed figures from time to time is to more elosely fix the
economie limits. That is the thought in mind in resorting for the immuediate
purpose to the use of the same unit costs for the three plants. Sumuary A
shows the economie results by plent output and in total for the System. The
yearly System saving over a long period of years is $1,457,315 for an average
life of twenty-five years and §1,072,074 for an average life of twenty years.
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Summary B shows the probable immediate yearly reductions in tie costs for a
ghort intervel of yeers following the reverasion to untrested tie renewal
throughout. For treated tie life of twenty-five years this is §534,250, for
twenty year average life equals $667.813.

In the foregoing I have not discussed the tengible advantages in
track maintensnce arising from the faet that the use of treated ties requires
on the average only about one-third the disturbance in each panel of track
concerned with yeerly tie renewals as compered with disturbances related to
untreated ties. There is also the iten of conservatlon of timber resowrces. All
of these incidentsl advanteges must necessarily teke a secondary position in
times of stress requiring the resort to the expedients of getting by. I should
add here thet for quite obvious reasons I have used the straight line method
for computing annual eosts because the sinking fund method does not square with
actual practice in rallroad maintenance transactions.

Statement E~1 shows the annusl cost comparison of untreatéd and
treated No. 5 Douglas fir ties based on the treating cost on the proposed con-
traet st Seattle. From these figures it is readily possible to determine the
sconomies under sny assumed everage life of treated ties. Statement E-2 shows
the amnual cost of treated ties in place for various sverage years of life for

different contract treating cost per M FMM., This is to show the influence of
deductions in econtraet treating costs and indicates clearly that it ias necessary
to projeet these figures in terms of cost per mile year in order to get the
significance of a progressive change from §6.25 per M to §5.00 per M.

Statement No. 5 is an approximate statement of the economie value of larger tie
plates used with treated ties.

The decision of any management to change the practice from untreated
to treated ties requires the payment of yeerly premiums for a certein period of
years to eatablish the economie eyele of treated tie advantage. These annual
premiums do not return dividends until after that cycle has been established.

It is this fact whiech prevented the general adoption of treated tie practice on
the part of some carriers who were in straltened financial eircunstances. After
this economie oycle has once been established 1t must follow from an examination
of the elements making up this set-up that the accrued premium payments can be
cashed for imwdiate adventage for a short period of years by reverting at anwy
time to the use of untreated ties so that the original position of higher annual
costs will be graduslly approached and fully attained after all the treated tles
have been replaced by untreated ties. Thet situation is illustrated in the
latter part of Statement E.

The use of treated ties 1s unguestionsbly justified from the economic
aspects of anmual meintenance costs. The deeision to revert to the use of un~
treated ties must be based on reasons outside the field of tramsportation econ-
omies. The issues of finaneial expediency are corporate gquestions to be decided
after a weighing of the elements of investor and publie interest. That large
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group of statistical analysts who seout the characteristic indices of rail-
road operations to diagnose the physical and financial well being of proper-
ties in the interest of their investor clientele are prone whenever they have
observed marked changes in practices such as a reversion to untreated after
a long period of treated tie use to quite generally catalogue this as an
evidence of existing or impending finsncial embarrassment.

The rejection of the instant proposal should not necessarily of
itself spell the necessity to go back to the use of untreated ties. The use of
Inland Empire ties treated at Paradise for the Tacoma Division will afford
essentially the seme economic results. Should that plan prove impracticable
of accomplishment, then Coast Douglas fir ties could be treated at FParadise
and ghipped back to the Taecoma Division. This would reduce the yearly savings
on a2ll the ties tributary to the Seattle plant on the basis of an average No.4
tie from $267,124 to §254,232, or a difference of $12,892. I stressed the fact
that the results obtainable from Paradise plant operatioms in a more pronounced
degree than ten years ago provides the plane of reference for contract cost
comparisons. The proposal from every phase of comparison is more favorsable
than the contract commitment of ten years ago.

L. YAGER.




Statement A

1 NORTHERN PACIFIC RAILHAY COMPANY

APPROXIMATE ESTIMATES OF COSTS TO THE CONTRACTOR FOR TREATING CROSS TIES
UNDER PROPOSED NEW CONTRACT AT SEATTLE FOR THE RUMBER OF TIES REQUIRED
FOR 10 YEAR PIRIOD AS OUTLINED IN STATEMENT No. 10, SEPTEMBER 10, 1936.
(PARAGRAFH 5).

Contract price $6.25 per M for complete treatment is equivalent to $.2331
per tie (7x8-8'). Assume average of 200,000 ties per year.

(A) DIRECTLY ASSIGNABLE ITEMS

l. Unloading and stacking green ties $.01125
2, Removing seasoned ties to conveyor .00250
3. Conveyor work .00250
4. Boring, sdzing, incising and charging retorts .00900
5. Loading out treated ties for shipment 00625
6. Fuel - Steam, power .02000
7. Plant labor - operation and repairs .02100
8. Material and Supplies, track and bldg. maintenance 02385

Sudb total $.09635
DIRECTLY ASSIGNABLE TAXES

1. State Ind. Tax end Workmans Compensation $.0215 per hr $.0017
2. PFederal Social Security Act 2.1% of Labor .0011
3. Business and Occupational Tax 1/4% Gross Business .0008

Sub total $.0036

GENERAL OVERHEAD ETC.

l. General and Plant Supervision $.0180
3. Taxes on plant 0180
3. Insurance on plant 0020

Sub total $.0380
OVERHEAD-INVESTMENT COSTS (Interest 6%, Depreciation 5%)

1. Amortization of plant $300,000 in 20 years
2. Interest on Iuvestment $300,000 @ 6%

Sub total
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Sheet

(E) OVERHEAD-INVESTMENT COSTS (Interest 5%, Depreciation 3%)

l. Amortization of plant $300,000 in 33 years
2. Interest on Investment $300,000 © 5%
Sub total

SUMMARY (Interest 6%, Depreciation 5%)

(A) Directly Assignable Items

(B) Direetly Assignable Taxes

(¢) General Overhead ete.

(D) Overhead-Investment Costs
Total Costs
Payments received
Loss

Loss per cent of cost

SUMMARY (Interest 5%, Depreciation 3%)

(A) Directly Assignable Items

(B) Directly Assignable Taxes

(C) General Overhead ete.

(E) Overhead-Investment Costs
Total Costs
Payments received
Profit

Profit percent of cost

Nofe: In each case the first ten years' interest and
amortization charges are allocated to the first
ten year period ending December 31, 1936.

Asst. Chief Engineer
St. Paul, Minnesota
October 23, 1936.

2

$.09635
.00360
003800
.08738
$.22533
02551
$.00777
«34%




Statement A-l

NORTHERN PACIFIC RAILWAY COMPANY

ESTIMATED SEGREGATION OF COSTS TO CONTRACTOR ON TREATING MATERIAL AT
SEATTLE PLANT, FOR CROSS TIES ONLY. BASED ON AVERAGE OF 300,000 PCS.
7 x 8 -~ 8" TIE EQUIVALENTS. THIS IS A RESTATEMENT OF STATEMENT No. 6,
SEPTEMBER 17, 1936 FOR DIFFERENT BASES OF AMORTIZATION AND INTEREST
CHARGES (Paragraph 6).

Contract price $6.50 per M for 12 hr. treatment is equivalent to $.243
per tie (7x8-8').

Actual price paid contractor for treatment of all cross ties to
August 1, 1936 was $.2600 per tie covering all additional charges
for overtime,

(A) DIRECTLY ASSIGNABLE ITEMS

l. Unloading and stacking green ties $.01125
2. Removing seasoned ties to conveyor .00250
5. Conveyor work 00250
4. Boring, adzing, incising smnd charging retorts »00900
5. Loading out trested ties for shipment .00625
6. Fuel - Steam, power »02000
7. Plant labor - operation amnd repairs .02100
8. Material and supplies, track and bldg. msintenance .01530

Sub total $.08840

DIRECTLY ASSIGNABLE TAXES

1. State Ind. Tax and Workmen's Compemsation $.0215 per hr .0017
2. Pederal Socisl Security Aet 2.1% of Labor .0011
3. Business and Occupational Tax 1/4% on Gross Business .0008

Sub total $.0036

GCENERAL OVERHEAD ETC.

1. General and Plant Supervision $.0120
2. Taxes on plant 0120
3« Insurasnce on Plant +0010

Sub total $.0250

OVERHEAD-INVESTMENT COSTS (Interest 6%, Deprecietion 10%)

1. Amortization of plant § 300,000 in 10 years $.1000
2. Interest on Investment$ 300,000 © 6% 0330

Sub total $.1330
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(E) OVERHEAD-INVESTMENT COSTS (Interest 6%, Depreciation 5%)

1. Amortization of plamt $300,000 in 20 years
2. Interest on Investment $300,000 @ 6%
Sub total

OVERHEAD-INVESTMENT COSTS (Interest 5%, Depreciation 3%)

1. Amortization of plant $300,000 in 33 years
2. Interest on Investment $300,000 @ 5%
Sub total

SUMMARY (Interest 6%, Depreciation 10%)

(A) Directly Assignable Items $.08840
(B) Directly Assignable Taxes .00360
(C) General Overhead etc. .02500
(D) Overhead - Investment Costs « 13300
Total Costs $.25000
Payments received .26000
Profit $.01000
Profit Per cent of Total Cost 4%

SUMMARY (Interest 6%, Depreciation 5%)

(A) Directly Assignable Items $.08840
(B) Direectly Assignable Taxes .00360
{(C) General Overhead etc. .02500
(E) Overhead - Investment Costs 09815
Total Costs $.21515
Payments received +26000
Profit $.04485
Profit Per cent of Total Cost 20.8%
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SUMMARY (Interest 5%, Depreciation 3%)

(A) Direetly Assignable Items $.08840
(B) Direetly Assignable Taxes .003€0
(C) General Overhead etc. .02500
(P) Overhead - Investment Costs 07325
Total Costs $.19025
Payments received 26000
Profit $.06975
Profit Per cent of Total Cost 36.6%

Note - In each case the first ten years' interest and amortization
charges are allocated to the period in question, namely
ten year period ending December 31, 1936.

Asst. Chief Engineer
St. Paul, Minnesota
October 23, 1936.




Statement B
NORTHERN PACIFIC RAILWAY COMPANY

APPROXIMATE ESTIMATES OF TOTAL PROFIT TO THE CONTRACTOR FOR TREATING N. P.
MATERIAL UNDER EXISTING AND PROPOSED CONTRACTS. (Paragraph 7).

(A) PROFITS UNDER FRESENT CONTRACT EXPIRING DECEMBER 31, 1936,

1. Based on Interest 6%, Depreciation 10% of $300,000 Investment

(a) Profit on Cross ties 2,858,514 pes. @ 1¢ $28,585
(b) Profit on Switch ties 8,661 M FBM @ $1.29 11,172
(e) Profit on Lumber and Piling 6,740 M FEM © $4.47 30,128
Total
Profit pexr year

2, Based on Interest Sﬂ, Depreciation 55 of $300,000 Investment

(2) Profit on Cross ties 2,858,514 pes © $.04485 §128,204
(b) Profit on Switch ties 8,661 M FEM @ $2.32 20,093
(e) Profit on Lumber and Piling 6,740 M FBM @ $5.40 36,396
Total $184,693
Profit per year $ 18,469

3. Based on Interest gﬁ, Depreciation gﬁ of $300,000 Investment

(a) Profit on Cross ties 2,858,514 pes. © $.06975 $199,381
(b) Profit on Switch ties 8,661 M ¢ $2.98 25,809
{¢) Profit on Lumber and Piling 6,740 M ¢ $6.06 40,844
Total $266,034
Profit per year $ 26,603

PROFIT UNDER PROPOSED CONTRACT - AMOUNT OF MATERTAL STATEMENT No.l0

1. Based on Interest Gﬁ, Depreciation Sﬁ of §§90,000 Investment

(a) Loss on Cross ties 1,997,000 @ $.02309 $46,116

(b) Profit on Switch ties 5,000 M @ $2.79 13,950

(e) Profit on Lumber and Piling 6,000 M @ $5.49 32,940
Total $ 774
Profit per year $ 77.40

2. Baged on Interest @ 5&, Depreciation Sﬁ of $300,000 Investment

(a) Profit on Cross Ties 1,997,000 @ $.00777 $15,515
(b) Profit on Switeh ties 5,000 M@ §$2.79 13,950
(e) Profit on Lumber and Piling 6,000 M & $6.32 37,920
Total $67,385
Profit per year $ 6,738
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Note: Under heading (B) Profits under proposed contract the
Overhead - Investment Costs have all been absorbed by the
item cross ties (Statement A) because the data on probable
use of switeh ties, timber and piling for the ten-year period
is more indefinite than on cross ties; the net result, how-
ever, wuld be the same as though these charges had been
spread uniformly over all the product. The divisions of
profit as accruing to switeh ties, lumber and piling are, in
the absence of data on unit handling costs, interpolated from
cross tle costs and are therefore not accurate or reliable.

Asst. Chief Engineer
St. Paul, Minnesota
October 27, 1936.




Statement C
NORTHERN PACIFIC RAILWAY COMPANY

APPRAXIMATE RESULTS TO GREAT NORTHERN AND NATIONAL POLE AND TREATING COMPANY
CPERATING UNHDER FIVE YEAR CONTRACT DATED JUNE 1, 1936, EFFECTIVE MAY 1, 1937.

This is & restatement of Statement No. 13, deted Sept. 17, 1936 (Paragraph 9).

(A) RESULTS T0 GREAT NORTHERN BASED ON AVERAGE TIE 7x8-8'

Costs to Great Northern ; Per Tie

1. Taxes on plant $.0120
2. Insurance on plant .0010
3. State Industrial Tax and Workmen's Compensation 0017
4. Pederal Security Tax and Business and Occupational Tax +0019
5. Total Taxes $.0166
6. Contract payment @ $8.96 per M FBM . 3319
7. Total Cost Taxes and Contraet unit prices $.3485
8. G. N, Plant Investment $500,000 @ 5%, average $12,625 0243
9. G. N, Plant Amortization $500,000 © 3% = $15,000 .0264
10. G. N. Grand Total Cost $.3992
11. Credit Rental received $35,000 0622
12, Net Cost to Great Northern $.3570
13. N. P. Cost, Seattle (new contract) 22331
Increased Cost to Great Northern $.1059

Increase 44.56%

(B) RESULTS TO CONTRACTOR

1. Unloading and stacking green ties $.01125
2. Removing seasoned ties to conveyor .00250
3. Conveyor work 00250
4. Boring, adzing and charging retorts .00%800
5. Loading out treated ties for shipment 00625
6. Fuel, steam and power 02000
7. Plant labor, operation and repairs .02100
8. Material and supplies »01500
9. Maintenance of yard tracks 6 miles, $3500 .00311
10. Totel Direct Costs $.09061
11. Interest and Depreciation on eranes and

locomotives $60,000 @ 10% = $6,000 +01639
12, Genereal and Plant Supervision 322,000 .03888
13. Sub total $.14588
Rental payment to Great Northern $35,000 .06220
Grand Total Cost to Contractor $.20808
Received from G. N. @ $8.96 per M FBM . 33190
Profit $.12382

Profit percentage of Total Cost . 59.48%

Asst. Chief Engineer
St. Peaul, HMinnesota
October 26, 1936.




Statement D

NORTHERN PACIFIC RAILSAY COMPANY

COMPARISON OF AVERAGE YRARLY COSTS FOR DOMESTIC AND FOREIGN CREOSOTE; COM-
PUTED ON BASIS OF CREOSOTE COSTS DELIVERED IN STORAGE TANKS AT SEATTLE PLANT
MIXTURE TREATMENT 45% CREOSOTE, 55% PETROLEUM. AVERAGE TIE REQUIRES 1.35
GAL. CREOSOTE, 1.65 GAL. PETROLEUM. (Statement No. 7). (Paragraph #12).

1. Treating 300,000 pes. Cross ties @ 1.35 gals. Domestic @ $.15123 §61,248

2. Treating 300,000 pes. Cross ties © 1,35 gals. Foreign @ $.1326 53,705
3. Increased Cost Domestiec Creosote $ 7,545

4, Increased Cost Domestiec Creosote based on treating 200,000 pes.
Cross ties $ 5,030

Increased Cost Domestie Creosote based on treating 100,000 pes.
Cross ties $ 2,515

Increased Cost Domestie Creosote per M FEM $ .674

Increased Cost Domestic Creosote per Average Tie $ .02515

Approximate Total Increased Cost of using Domestic Creosote on
estimated total forest products for ten~-year period
(Statement No. 10, September 10, 1936)

Asst. Chief Engineer
St. Paul, Minnesota
October 22, 1936.




Statement D-1

NORTHERN PACIFIC RATLWAY COMPANY

ABSTRACT OF SOME ORDERS PLACED BY THE A. T. & S. F. RY. CO. DURING JANUARY
1936 FOR DELIVERY OF CREOSOTE TO THEIR SPECIFICATIONS DATED SEPT. 29, 193l.
THIS SPECIFIES A MAXIMUM RESIDUE OF 20% ABOVE 3550 CENTIGRADE.

1. Order placed 1-18-36 with Bernath Lemcke, foreign creosote oil
1,000,000 gallons delivered into storage tanks at
National City, near San Diego, California @ $.1390 per gallon

Order placed 1-18-36 with Barrett Company, Chicago, for
1,000,000 gallons delivered into storage tanks at
Galveston, Texas, domestic ereosote @ $.12886 per gallon

Order placed with Rilly Tar & Chemical Company, Chicago,
500,000 gallons domestic creosote delivered into Santa Fe
tank cars, f.o.b. Corinth, Illinois @ $.13021 per gallon

Order placed 1-18-36 with Inland Tar Company, Chicego,
500,000 gallons domestic creosote into Santa Fe tank
cars at Corinth, Illinois @ $.13059 per gallon

Order placed 1-18-36 with Colorado Fuel & Irom Company, Chieago,
160,000 gallons domestic ereosote into Santa Fe tank cars
at Minequa, Colorado @ $.1325 per gallon.

te: No prices taken for 1937 requirements.

Asst. Chief Engineer
St. Paul, Minnesota
October 23, 1936
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THE ATCHISON, TOPEKA AND SANTA FE RAILWAY SYSTEM

Chicago, Sept. 24, 1936.

Mr. L. Yager

Asst. Chief Engineer
Northern Paeifie Railway Co.
St. Paul, Minnesota

Dear Mr. Yager:
Yours of September 22nd:

Prior to 1931, except during the World War, we used
foreign ereosote at Somerville and Nationel City. This was
delivered by boat to Galveston for the Somerville plant and by
boat to San Diego for Natiomal City. From 1931 to date, we guit
buying foreign oil for use at Somerville and have purchased this
requirement from domestic producers on the Atlantic Cosast,
delivered by boat to Galveston. With the exception of a ecargo
of domestic creosote delivered by boat to Natiomal City im 1933,
all of the creosote used at that plant has been imported. On
aceount of subnormal requirements, we did not require any
ereosote deliveries at National City from 1933 until the spring of
1936 and the requirements furnished this year were foreign oil.

Yours very truly,

(Signed) G. W. Harris




Stetement E
Y NORTHERN PACIFIC RAILWAY COMPANY
APPROXIMATE ANNUAL COST COMPARISONS OF TREATED AND UNFREATED CROSS TIES. BASED ON

COAST DOUGLAS FIR TREATED AT SEATTLE UNDER PROPCSED CONTRACT. AVERAGE TIE LIFE
TAKEN FROM ACTUAL AND PROJECTED TEST TRACK DATA (Paragraph 16).

(A) UNIT COSTS OF TIES Untreated Ties Treated Ties
No. 4 No. S No. 4 No. 5

1. Purchase Price @ $12.00 M $.4480 $.5355
2, Sales Tax 2% on 75% 0067 .0080
3. Haul on ties @ $.003 .0278 0333
4, Cost of tie, treatment and hauls $.9908
5. Total Cost of ties $.4826 §.5768 $.9908
6+ Cost of placing tie in track »4000 4000 4000
7. Total Cost of ties in place $.8825 $.9768 $1.3908
8. Average Cost per year 8 year untreated,
25 years treated $.1103 $.1221 $.0556
9. Increased cost $.0547 §.0589
10. Inereased cost % 98.4% 93.1%
1l. Average cost per year untreated
20 years treated $.1103 $.1221 $.0695
12. Increased cost $.0408 $.0481
13. Increased cost Percent 58.7% 65.0%

(B) APPROXIMATE COST COMPARISONS - TRACK MILES AND DISTRICTS

1. Standaré Mein Track 24 No. 5 ties per panel = 3250 per mile

2. No. 4 Tie 7x8-8" agsumed to be the average tie size for average of all tracks.

3. Annuel cost untreated Douglas fir No. 4 tie in place assumed © $.8825 for
8 year average life = $.1103

4. Annual cost of untreated Douglas fir No. 5 tie in place assumed © $.9768 for
8 year average life = $.1221

5. Annual cost of treated Douglas fir No. 4 tie in place assumed ¢ $1.3908 for
25 year average life = $.0556

6. Annual cost of treated Douglas fir No. 4 tie in place assumed @ $1.3908 for
20 year average life g $.0695

7. Annual cost of treated Douglas fir No., 5 tie in place assumed @ $1.5812 for
25 year averasge life = $.0632

8. Annual cost of treated Douglas fir No. § tie in place assumed @ §$1.5812 for
20 year average life = $.0740

(a) Comparisons for 1 mile Standard Main Line Track
1. Deecreased cost for No. 5 treated ties average life 25 years =
($.1221 - $.0632 = $.0589) x 3250 $191.47
2. Decreased cost for No. b treated ties average life 20 years =
($.1221 - $.0740 = $.0481) x 3249 $156.33
3. Decreased cost Main Line track Tacoma Div, 25 year life
563 miles x $191.47 $107,798
4. Decreased cost Main Line track Tacoma Div. 20 year life
563 miles x $156.33 $ 88,014
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gons for all trecks Tecoma Div. (Seattle Plant) No. 4 Average Tie
1. Decreased cost No. 4 treated tie average life 20 years =
($.1103 - $.0556-= $.0547) x 4,885,448 ties = $267,125
2. Decreased cost No. 4 treated tie average life 20 years =
($.1103 -~ $.0695 » $.0408) x 4,883,448 ties = $199,245

Comparisons for all tracks territory tributary to Paradise FPlant
3655 track miles 9,961,324 ties No. 4 average tle same cost as (b)
1. Decreased cost No. 4 treated tie aversge life 25 years =
($.1103 - $.0556 = $.0547) x 9,961,324 = $544,884
2. Decreased cost No. 4 treated tie average life 20 years =

($.1103 - $.0695 = $.0408) x 9,961,524 = $406,422

Comparisons for all tracks territory tributary to Brainerd FPlant
4230 track miles 11,431,548 No. 4 average tie same cost as (b)
1. Decressed cost No. 4 treated tie average life 25 years =
($.1103 - $.0556 = $.0547) x 11,431,548 = $625,306
2. Decreased cost Mo. 4 treated tie average life 20 years =
($.1103 - $.0695 = $.0408) x 11,431,548 = $466,407

Comparisons resulting from using untreated ties throughout in the future.
Based on average No. 4 tie. Average renewal rates 8 year life 12§%, 20 year
1life 5%, 25 year life 4%.
1. Deereased costs per year for all tracks tributary to

Seattle Plant for average life 25 years =

4% of 4,883,448 = 195338 x ($1.3908 - §.8825 = $.5083) $ 99,290
2. Decreased costs per year for all tracks tributary to

Seattle Plant for average life 20 years =

5% of 4,883,448 = 244172 x ($1.3908 -~ $.8825 = $.5083) $124,113
3. Decreased costs per year for all tracks tributary to

Paradise Plant for average life 25 years =

4% of 9,961,324 = 398453 x (§1.3908 -~ $.8825 = $.5083) $202,534

Decreased costs per year for all tracks tributary to

Paradise Plant for average life 20 years =

5% of 9,961,324 = 498066 x (§1.3908 - $.8825 = $.5083) $253,167

Decreased costs per year for all tracks tributary to

Brainerd Plant for average life 25 years = '

4% of 11,431,548 = 457262 x ($1.3908 - $.8825 = $.5083) = §232,426

Decreased costs per year for all tracks tributary to

Brainerd Plant for average life 20 years =

5% of 11,431,548 = 571577 x (1.3908 - $.8825 = $.5083 = $290,533
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SUMMARY (A) RESULTS BASED ON CONTINUED USE OF TREATED TIES

Statement E
Sheet S

Decreased Costs
Renewals per Year Average Life Treated Ties
Miles Untreated Treated Treated
Track 25 yrs. 20 yrs. 25 yvea 20 years

1. Seattle Plant 1828 610,431 195,338 244,172 $267,125  $199,245
2. Paradise Plant 3655 1,245,166 $98,453 498,066 544,884 406,422
%, Brainerd Plant 4230 1,428,943 457,262 571,577 625,306 466,407
4, Totals 9713 3,284,540 1,051,055 1313,815 $1,457,315 $1,072,074

Hote:

Cost of total system ties only average No. 4 7x8-8' untreated
@ $.4425 x 3,284,540 = $1,453,409; for 25 year life No. 4
treated ties @ $.9908 x 1,051,053 - $1,041,383; for 20 year

“treated 1life = $.9908 x 1,313,815 = $1,301,728.

SUMMARY (H) RESULTS BASED ON REVERSION TO USE OF UNTREATED TIES

: Decreased Costs
Miles Yearly Tie Renewals Average Life Treated Ties
Track 25 Year Life 20 Year Life 25 years 20 years

1. Seattle Plant 1,828 195,338 244,172 § 99,290 $124,115
2. Paradise Plant 3,655 398,453 498,066 202,534 253,167
%, Brainerd Plant 4,230 457,262 571,577 232,426 290,533
4. Total 9,713 1051,053 1,313,815 § 534,250 §667,813

Note:

The figures for snnual renewals and decreased costs under
Summary (B) reversion to use of untreated ties would hold
approximately for the first 8 year period after which this
cycle would require progressive remewals at a rate of 12&%
because we are dealing with averfige life periods. After

the first 8 year period there would still be 17 years of
treated ties to be renewed showing the same results by 8 year
periods but the untreated tie remewal costs of the first

8 year period repeated would eventually wipe out the ap-
parent costs. In order to avoid the vast amount of work re-
quired to take into consideration the effeet of differences
in cost of ties and treatment as well as the differences

in average life of ties we have projected the results for the
systém from the differences disclosed by the Seattle Plant.
These foregoing rough assumptions explain to some extent

the differences between the predicted tie renewals and the
actual renewals made in recent years.

Asgt. Chief Engineer
St. Paul, Minnesota
October 29, 1936




Statement E-1

NORTHERN PACIFIC RAILWAY COMPANY

COMPARATIVE ANNUAL COST OF UNTREATED AND TREATED No. 5 COAST DOUGLAS FIR
TIES. BASED ON TREATING COSTS UNDER PROPOSED CONTRACT AT SEATTLE.

Untreated Treated
Total Cost in Place $.9768 81,5812

Average Years Life Cost per Year

.9768 1.5812

.4884 .7906

.3256 5271

.2442 .3953

.1954 .3162

.1628 +2635

.1395 ,2859

.1221(a) 1977

.1085(b) <1757

0977(c) .1581

.0888 <1437

0814 .1318

.0751 .1216(a)"

.0666 .1129

0651 .1054(b)*

.0610 .0988(¢)"

.0515 .0930
.0878
.0832
0791
0753
0719

23 .0687

24 .0659

a5 0632

26 .0608

27 .0586

28 .0565

29 0545

30 L0527

3
2
3
4
&
6
7
8
9
10
1l
12
13
14
15
16
17
18
18
20
21
22

Note: (a) average yearly cost of untreated tie 8~-year average life
gives same average annual cost of treated tie lasting 13
years (a’). (b) 9 years same as (b') 15 years. (e) 10
years same as {(¢') 16 years.

Asst. Chief Engineer
St. Paul, Minnesota
October 23, 1936.




Statement E-2

\ NORTHERN PACIFIC RAILWAY COMPANY

COMPARATIVE ANNUAL COSTS OF UNTREATED No. 5§ COAST DOUGLAS FIR TIES AND
TREATED TIES OF VARIABLE TREATMENT COSTS.

Untreated Treatment Treatment Treatment Treatment
Cost @$6.25 M @ $6.00 M @ $5.50 M @ $5.00 M
Total Cost in Place $.9768 $1.5812 $1.5700 $1.5477 $1.5254

Average Years Life Costs per Year
5 .1954 3162 «3140 .3095 +3051
5 .1628 2635 .2616 2579 2542
7 .1395 2259 2243 2211 2179
8 d221(a) .1977 .1962 .1935 .1907
2 .1085 «1757(b) «1744(b) .1720(b) .1695(b)
10 .0977 .1581 1570 .1548 1525
11 .0888 1437 .1427 . 1407 .1387
12 .0814 .1318 .1308 .1290 1271
13 L0751 .1216(a) .1208(a) 1191(a) .1173(a)
14 0666 .1129 1121 .1105 .1090
15 L0651 .1054 .1047 .1032 .1017
16 .0610 .0988 .0981 .0967 .0953
17 0516 .0930 .0924 L0910 ,0897
18 .0878 .0872 .0860 .0847
19 .0832 .0826 .0815 .0803
20 L0791 .0785 L0774 0763
21 0753 .0748 L0737 .0726
22 0719 0714 .0703 0693
2% .0687 .0683 0673 L0663
24 .0659 0654 0645 0636
25 0632 .0628 .0619 .0610
26 .0608 0604 .0595 0587
29 .0586 .0581 .0574 .0565
28 .0565 0561 0553 .0545
29 .0545 0541 .0534 .0526
30 0527 .0523 .0516 .0508

Cost per main track mile per year untreated No. 5 tie average life
8 years 3250 x $.1221 $396.83
Cost per main track mile per year treated No. 5 tie average life
25 years with treating cost @ $6.25 per M
3250 x $.0632 $205.40
Cost per main track mile per year treated No. 5 tie average life
25 years with treating cost © $6.00 per M
3250 x $.0628 $204.10
Cost per main track mile per year treated No. § tie average life
25 years with treating cost $5.50 per M
3250 x $.0619 $201.18
Cost per main track mile per year treated No. 5 tie average life
25 years with treating cost $5.00 per M

3250 x §$.061 $198.25
Asst. Chief Engr.

St. Paul, Oet. 27, 1936




Stetement No. E-3
NORTHERN PACIFIC RAILWAY COMPANY
ESTIMATED VALUE OF TREATED TIE PROTECTION THROUGH ADEQUATE TIE PLATES TO

INCREASE AVERACE LIFE FROM 20 YEARS to 25 YEARS. THEEATING COST TAKEN AT
$6.25 per M. COST OF No. 5 TREATED DOUGLAS FIR TIE IN PLACE $1.5812.

1. Annual Cost mile main track No, 5 tie average life 20 years
3250 x §$.0791 $257.08

2. Annual Cost mile main track No. 5 tie average life 25 years
3250 x $.0632 $205.40

S. Difference $ 51.68
4. Vealue difference © 5%= 51.68 x 20 = $1033,60

5. Cost tie plates 7 x 9 - 1 mile= 3250 x 2 = 6500
6500 x 8.68f = 56420f = 28.21 tons @ $45.00 $1269.45

6. Oost tie plates 7-1/2 x 10-7/8 - 1 mile = 3260 x 2 =
6500 6500 x 12.8f = 83200§ = 41.6 tons © $45.00 $1872.00

7. Difference Inecrease $602 .55

8. Saving $51.68 per year on $602.55 increased cost = 8.5%

Agst. Chief Engineer
St. Paul, Minnesota
Oetober 27, 1936




St. Paul, Minnesota

Qctober 30, 1936.

Mr, G. R. Hopkins:

Your wire of the 26th followed by letter the

27th gave me the information I desired in connection
with commercial shipments from the West Coast Wood Pre-

serving Company's Seattle plant.

L. YAGER.




My, Capron called up this aftermoon to inquire
when the contract with the West Coast Wood Preserving Compeny
expires. I told him the contract expires December 31, Mr.
Capron then stated he was dealing with a party who, as I
understand it, has in mind building a treating plant on the

goast, and intend to solieit our business.

St, Paul, October 8, 1936w




MR. Ao Je« LOOM:

Attaching corrected sheets 4 and 5 of

Memorandum accompanying my letter of September 25 on

new contract with West Coast Wood Preserving Company.

Please substitute for those sent you with my letter that
date.

L. Yager

8t. Paul, Sept. 30, 1936w




Saint Paul, Minn.,
September 30, 1936

Mr, L. Yager:
Your letter of the twenty-fifth about open=

ing the Seattle treating plant,

It will be satisfactory to stert treating in November.

N L\ e

cec Mr, As J, Loom




Saint Paul, Minn.,

September 26, 1936w

MR. A, J. LOOM;

I am handing you herewith copy of ny

letter yesterday to Mr. Blum concerning tie treating

situation at Seattle. I would appreciate any coments
or suggestions you have to offer with remspect to this
pres-ntation. You already have copy of the latest

revision of tentative draft of the contract.




Saint Paul, Minn.,

September 25, 1936w

MR, A. J. LOOM:

I am returning herewith your file on

the supplementary contract at Seattle treating plant,
terminating with your letter February 13, 1983, to Mr.

Herding. I acquired this while we were at Seattle.




Saint Paul, Minn.,
September 25, 1936w

\

MR, BERNARD BLUM!:

I devoted considerable time with Messrs. Loom and Hopkins accumulating
and compiling data for a complete review of the situation relating to contract
treatment of tiee for the Coast territory at Seattle., For convenient reference
in connection with the discussion thet follows these data are shown in Statements
#1 to #14 inclusive, next attached.

We spent several days early this month discussing this subject with Mr.
H, E, Horrocks, Maneger, end Mr, A, D, Barrall, secretary-treasurer, of the West
Coast Wood Preserving Company, whieh took over the original gontraet of November
4, 1926 with the J. M, Colmen Company. The present contract whiech expires Deec,
31, of thig year, and subsequently modified in 1932 was made after a thoroughe-
geing investigation of all the economic possibilities of contrect treatment on
the Coast, starting originally with an investigation of the economics of con-
strueting our own plant at either Tacoma or Seattle. That investigation also
covered the prospects of combining the treatment of railroad forest produects in
either a jointly-owned railroad plent or some existing or projected commersial
plant. The evidensce of that former investigation has been reviewed in the pres-
ent instances

The contraet has been, in all respects, adventageous to the creosoting
company. In Stetement #6 we have attempted from our own experience and the obger-
vations at the econtractor's plant to set up the costes to the contractor. The con-
tractor made an investment of about $300,000 in expansion in the way of seasoning
yard and increased treating facilities to take on the railroad contract., We have,
in this set-up, arbitrarily charged six percent on the deprecimted principal, =nd
amortized ecompletely the plant in the ten year period of the contract. This shows
thet on this basis the contractor made & profit of four percent on his total oper-
ations under this contraet and provided himself with a plant free of fubure owner-
ship obligetiona to carry on future operstions on a more favor:ble basis, It is
true, of course, that as a practical business matter the contractor camnot for
purposes of taxation depreeciate his plant in this fashion, so that whatever adjust-
ments are made in the depreciation and interest rates reflect 2 corresponding in-
ecrease in operating profit. It is clear to us that by whatever line of reasoning
this matter may be presented, the eontractor's profit on these operations is con~
siderably less than prevails in any of the ecommerciasl plantg in that territory.

The prices which we could expect to obtain for a renewel of this contract
are dictated by the competitive situation. Ten years ago the competition for come
parative purposes was our own plant at Paradise, and that situation prevails today
even in a more pronounced degree because of the fact that the volume of business
which we have to offer in the future is considerably less and there iz now no pros-
pect of working out any combination of railroad business for a jointly owned plant.
I have discussed the entire competitive situation in some econgiderable detail in
the next attached memorandum. The contractor is anxious to maintain these contract
relations in the future for such volume as we may have to offer and he is not




Mr, Blum,...2 Sept. 20, 1936.

}
requi#ing any guarantees of minimum volume a8 was necessary for obvious reasons
in the present contract. The sontractor's labor costs at present are higher than
they were in 1929 by reason of certain labor schedule regulations, and there has
since been introduced a number of State end Federal taxes which increased his costs.
The contractor owns two plants; the one at Bagle Harbor having six eylinders, was
designed originally for trestment of piling end timber. About ten yeers ago they
took on treatment of ties eand timber for the Milwoukee Road. The Milwaukee Road
barges the ties between Seattle and Bagle Harbor. These tles are all delivered
green and are seasoned in the oylinders., The Seattle plant is devoted to the
Northern Paeifie contract, end the treatment of material in transit for movement
by rail to the esst, as well as & considerasble volume of business delivered locally
by truck. The contractor has treated considerable more ties and lumber for the
M{lwaukee than has been handled under the Northern Peeific contract. This bus-
iness will contimue in the future. The gontractor, therefore, is not in a posi-
tion to meke any material reductions in the rates to the N, P, without likewlse
redusing pmices to the Milwaukese.

The contractor has developed an excellent yard and handling facilities
for storing and seagoning of tles. If the N. P. contrect is not continued this
faeility would be well adapted %o handling forest produets for treatment and ship-
ment to the Orient, or coastwise movement. A large increage in this character of
business has been anticipated but may not matericlize for a2 long time to come.

The present contract has been advantageous to the N. F. because of the
{desl seasoning conditimns that exist in this loeation and the economic cost
compsrisons as to treating at our own plant at Faradise. The contract has been
advantageous from the standpoint of our being able to have tles treated from
geagoning stoek at any time on short notice, 2 situation which we eannot meet o
the same degree in our own plant.

T am sttaching hereto tentative draft of contract prepared to definitely
outline the contractor's proposal and represents no commitment by elther perty
until properly executed. The contract requirs no obligetion with respect to
mintwm smounts of material to be treated. We can of fer any amount we choose
exeept thet we would be obligated to offer the contractor any material used in the
territory tributary to this plant not reserved for treatment in any of our own
plmt'.

The schedule of prices mekes a reduction of 25¢ per MFEM in the treat-
ment of ervoss ties and lumber other than cross tles and switeh ties. The $6.25
price likewise applies %o the treatment of gress cross ties and switeh ties handled
direct from the carg through the plant and back on to the cars for loading out. The
extra cost for eylinder time for treating eross ties and switch tles beyond the
first l82-hour period has been eliminated. If we should elect %o treat pertially
geasoned eross ties and switch ties teken Ifrom geasoning stock the cost will be
$5,25 per MFEM plus compensation to the contractor for having unloaded and stacked
these ties for seamsoning, This amounts to 46¢ per MFAI for cross ties and 60¢ per
MFEM for switch tlese
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b
. By far the largest portion of the contract deals with eross ties and
switch ties. Statement #8 shows that from the standpoint of volume these two
items constitute 93,8 percent of the total. Statement #11 shows that from the
standpoint of cost, cross ties and switch ties account for 88 percent of the
total for the period from the beginning of the contract up to August 1, 1936,

On Statement #10 I have attempted to estimate roughly the probable
treatment requirements in the territory tributary te this plant for the next
ten year period. This has been worked up from the best data evailable as to the
number of untreated ties still in traek in that territory after the current year,
and the estimated renewal of treated ties in track, and approximate estimate of
switch tle, piling and timber likely to be treated. This shows an average of
approximately 200,000 ties per year. The decrease in prices under the new
schedules applied to the quantities of Statement #10 show a reduction of ebout
$30,000. ‘The reduction based on cross ties and switeh ties only is 5.5%. The
reduction based on the total material covered by Statement #10 is 4.6%.

The price scheduls on treatment of piling has not been changed. The
schedule is reasonable for the treatment of seasoned piling. Our piling require-
ments have been go uncertain that we have not been sble to carry a stock of
seasoning piling in anticipation of the requirements, so that we have gradually
worked around to purchesing treated piling from the contractor. I can zee no Just-
ification from the present indications for our attempting to carry a seasoning
stock of piling in view of the arrangements which are outlined in the proposal.
The treating of piling 1s & large proportion of the contractor's business and they
generally have invested about $200,000 in seasoning piling stoek to meet current
orders. The prices whigh they charge eamercially ere based on a canpromise bee
tween the cost of treating green and seasoned piling. The proposal ig based on
our purchaging from the contractor treated piling at the current ecommercisl prices
which are fixed by the competition in that locality. These prices are subject to
check fram time to time from the contractor's records and we are therefore in a
position to obtain the prices dictated by the local competition from time to time
and that is the most advantegeous position we could hope to obtain under any cir-
cumstances and we still have the privilege of availing ourselves at any time to
such economic advantages ms may accrue from meintalning our own supply of green
or seasoned piling.

The contractor uses foreign ereosote delivered by boat to his lerge
storage tanks and it has been our practice to purschase from the econtreetor such
creosote a8 we may require for the trestment of our materisl. This hes worked
out to our adventage because the foreign creosote has been of & better quality
than the domestic supply and at a lower cost. There hag also been the ineidental
adventage to us because under this arrangement the contractor assumes all the
loss from evaporation and the gradual acewsulation of sludge. The contractor
uses foreign oreosote by reason of its lower eost and the fast that the foreign
oil, containing lower percentage of heayy residue, mekes for c¢cleaner treated
materiel which is an essential in the competitive commereial treatment merket.
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The czntractor is not agreeable t0 mixing domestic creosote which we may furaish
in his storege tanks. The proposal, however, does provide that the contractor
will set aside a 300,000-gallon storage tank for our use in case we should de-
cide to provide domestic crecsote delivered either by rail or by vessel. In view
of this, the creosote situation has no bearing on the acceptance or rejeetion of
this proposal, and we cen use domestiec creosote if for any reason that should be
desirable., The comparative creosote costs are shown in Statement #7.

The Milwaukee, whose ties are treated by this same company at Esgle
Harbor plant, likewise furnish the preservative and they have under the same
arrangements as prevail with us purchased their ereosote from the treating
eompany. The Milwaukee heve been approached to use domestic creosote instead
of foreign oil, end after an investigation of all phases of the subject they
declined to chanze their practice, The Southern Peeific likewise use foreign
0il, delivered by vessel on the Paeific Coast and shipped to their plant inland
by rail. The Saate Fe, years ago, used foreign oll but in recent years they have
purchased domestie creosote delivered by vessel at National City and Galveston
and shipped to their inland plants by rail. The Santa Fe creosote specifieations
however require a creosote with a considerably less residue than we have hereto-
Tore used.

The costa of treetment at Faredise,in a more pronounced menner than
existed ten years ago, dictate the plame of comparison for contract treatment
at Seattle, Statement l- A shows the cost of treatment, the cost of ties and
incidental cost for tles treated under the proposed contract. Statement #2
shows similarly cost of Inland Empire ties treated at Paradise and shipped to
the Coast. These two statements, of ecourse, take into comsideration the diff-
erence in the untreated tie costs. At present there is a differenticl of §1
per MFEM, These two costs are essentially the same. These comparisons use the
normal figures of out-of-pocket tramsportation costs for hauling company material.
It is not neceasary here to discuss the reasons for the assumptions made in deter-
mining out-of-pocket costs, There is always an unknown element dealing with the
fluctuating car supply situation which is importent in long hauls. I should call
attention to the somewhat indefinite assumptions which it has been necessary to
make on the extrae cost of hauling ties through the joint account territory south
of Seattle, utilized in the set-ups for the St. Helens plant, in the next attached
nemorandum, Statement #3 shows the probable cost on the same basis of using Coast
Douglas Fir ties, shipping them to Paradise for treatment and retwrning them to
the Coast. This is 6.53¢ in excess of the proposed contraet cost end would amount
to ebout $135,000 per year in increased cost. This would obviously be somewhat
aboprmal method of handling ties by reason of the long eastbound haul and might be
particularly troublesome in periods of car shortage.

The contractor is agreeable to contract on a year~to-year basis. He is
not willing to sceept & ten year contract, by reason of the upward trend of comm-
odity and labor costs. The contractor, however, will agree to & contract for a
five year period. In view of all the circumstancew I consider the proposal as very
satisfactory and advantageous and therefore recommend its gcceptance on the bakis
of a five year period.

L. YAGER:




Saeint Paul, Minn,,
MEMORANDUM September 22, 1936w

COMMENTS ON COMPETITIVE ASPECTS OF TREATING PLANTS ON PACIFIC COAST:

(A) Union Pacifiec Treating Plant at The Dalles, Oregon:

This plent is owned by the Union Pacific, end was leased recently to the
Forest Products Treating Compeny, of Portlend. They treat ties and timber
for the Union Pagifie, end carry on gquite an extensive commercial treating
business. If this plant were to be considered for treating Northern Pacifie
ttes, it would be necessary to haul the untreated tles and treated ties thru
the joint account territory between Seattle and Portland. There would also
be an inereased haul on both the green and treated ties over and above the
present average haul., These items would amount to 8.64¢ per tle, or $2.31
per MFBM, The present freight rate, Portland to The Dallea, 1a 9¢ per owt.
plus 1-1/2¢ for treating in transit. Assuming that it might be possible to
negotiate a special rate for tremtment of Northern Paeific ties equal to the
present one-way local rate, then the foreign-line freight charge would amount
t0 13.44¢ per tie or $3.57 per MFEM, The total extra cost would amount to
22,08¢ per tie or §$5.88 per MFEM, It is clearly out of the question to sssume
that the treating company would consider reducing their charge of treating $5.88
below the Seattle price of $6.25 per MFEM,

(B) St. Helens, Oregon:

This plent is located on the Columbia River, and on the tracks of the 3P&S
at St. Helens. The plant is owned and operated by the MeCormick Lumber Company,
This concern submitted a bid, under date of April 21, 1926, at the time the pre=-
sent Seattle contract was under consideration. Theilr treating cost proposal was
considerably higher than the Colman bid. Their proposal was not quite definite
go that I met their manager, Mr. Osborne, in Tacoma in May of that year for a
further explanation of their proposal. It developed that the creosoting com-
pany contemplated that the Northern Fecific would deliver untreated ties at St.
Helens either by rail via the SP&S, or by water from Kalama dock. The ereosot-
ing company were to unload the green ties at their plant and load the treated
ties into cars at Kelema; the reilway compeny was to bear the cost of barging
the cars between St, Helens and Kalama. The best figure we could estimmte at
that time was that the barge cost would be §1 per MFEM,

If the ties were to be handled to and from the plant by rail via the IP&S
from Willbridge, then the cost of hauling thru joint account territory, and the
extra haul over and above the present average haul to and from the Seattle plant
would be 8,64¢ per tie or $2.31 per MFBM., The present local rate between
Willbridge and St. Helens is 63¢ in each direction, plus 1¢1/38¢ for treating in
transit. Assuming that a special rate might be developed, equivalent to 75%
of the two loecals, the rail transportation charge would amount to 14.40¢ per tile
or $3.86 per MFBM, a total of 23.04¢ per tie or $6.17 per MFEM. Any contract
on this bagis of handling by rail is clsarly out of the question.
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Some approximate figures on the probable cost of handling by water between
Kalama and St. Helens, the Northern Pacific bearing the water transportation
cost, and the extra switching at Kalama, have been made, It would cost 6.654¢
per tie for handling thru the joint acecount territory, and the extra haul on
green and treated ties., Adding thereto probable water transportation and extra
switching, gives a total cost of 15.1l4¢ per tie or $4.04 per MFEM, It is
inconceivable thet this company would meke & treating price $4.04 lower than the
$6.25 charge of the Seattle plant, or e treating price of §2.21 per MFEM,

The St. Helens plant hes no facilities for storage of seesoned ties, so
that our ties would have to be ssesoned in the ecylinders, and we would likewise
be confronted with the problem of getting delivery of green ties at a fairly uni-
form rate throughout the treating period.

Statement #14 shows prices paid by the SP&S for treating ties at 8t. Helens
and Hillyard during years 1932 and 1936, The treating costs for the year 1936 at
both places was $8.50 per MFEM or $2,00 higher than the present charge to the N.P.
at Seattle., All these ties were offered green, and therefore required seasoning
in the cylinders.

(C) Hillyard Plant, near Spokene, Wash.

This plant was constructed by the Great Northern about ten years ago, and
leased for a period of tem years to the Washington Wood Preserving Compeny. That
contract expires May 1, 1937, when the plant will be taken over by the National
Pole and Treating Compeny for a period of five years.

Statement #9 gives comparison of unit prices as between N. P, contract at
Seattle, G. N. present contract, and the G. N, contract dated June 1, 1936,
effective ag of May 1, 1937.

Statement 9-A is a similar comparison exeept that for the N. P. the proposed
contract at Seattle is included in the first columm. The comparisons are drawn
on the basis of cost of an average tie, which is No. 4, 7x8-8', and also on the
basis of cost per M.FEM. The Northern Pacific at Seattle iz concerned almost
exclusively with Douglas Fir ties, whereas the G. N, treat a considerable per-
centage of other species of wood.

Comparison of direct unit costs are not conclusive because of the contract
arrangementa with respect to the rental payments for the use of the plant, which
in this instance is also devoted to the handling of considerable commercial bus-
iness.

On Statement #13 I have attempted %o show the costs to the B. N. and likewise
to the contractor. The effect of the rentel payment would vary somewhat by the
amount of material treated for the G, N, Under the present contract the G. N.
offers an average of 2,000,000 cubic feet per year, tut by reason of their having
used treated ties for about tem years the demend in the future will drop off very
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materjally so that I have assumed an aversge of slightly less than 1,750,000
cubic feet per yeer, which means a rental return of $35,000 per yeer. Com-
parisons are on the basis of an average tie,and treating Douglas Fir. In the
first portion of the setup I have immediately eliminated the rental on the
assumption that the entire rental payment is charged out against the G. N. out-
put, which is somewhat extreme because the commercial business should partici-
pate in its portion of the rental expenses. That setup for the moment assumes
that the obligations of plant ownership are not a charge against either the
Railway Company or the Contractor. The contract provides that the G. N. shall
likxewise bear all the taxes chargeable against the property and the treating
operations.

From our own experience and that of the contract treating at Seattle, we
have accumulated fairly accurate data on the contractor's costs for these oper-
ations, In the swmary on Sheet 2-of Statement #13 I have restated these cal-
culations to recognize the finaneial obligations attaching to plant ownership.
The G, N, has made the investment of something in exeess of $500,000 which
carries an interest charge of 5% on the deprecieted prineipal, The depreciation
rate is asgumed et 3% per year.” The total gross cost to the G. N, is $10.75 per
MFBM or 39,92¢ per tie. Crediting these items with rental received from the
contractor we have a net cost of $9.09 per MFEM or 33.70¢ per tie. This is
44,56% in excess of the N. P, cost under proposed new contrect. The cost to the
contractor has been worked thru in similar fashion and shows profit of 59.48%
on his total cost.

It hae not been possible to obtain any reliable figures on the amount of
forest products treated commercially at Hillyard. The statement was made that
the active cylinder time was about equal as between G, N, business and commereial
business. The G. N. volume has averaged 2,000,000 cu. ft. per year., The comm~
ercial business has a lower cylinder capacity rating so that if we assume a
rating of 60% there would have been treated 1,200,000 eu. ft,, or 14,400,000 FEM
per year. The average haul on this commercial material will probably return a
rate of about 5O cents per cwt., suggesting a freight revenue of about $216,000
per year to the G, N, in commercial business fronm this plant,

There are no treating-in-transit rates from the N. P. to the Hillyard plent.
There is, however, & published switching charge of $3.60 per car, which emounts
to 1.8¢ per tie. If treatment of Northern Pacific ties at Hillyard were to be
given consideration, then the comparison must be with the N, P, plant at Paradise.
To bring the treating costs at Hillyard on & comparable basis with the Paradise
¢osts, Hillyard treating costs would have to be $3.56 per MFBM or 13.28¢ per tie,
which is clearly out of the question, There is no evident purpose for the N. P.
to consider having 1te ties treated at Hillyard as long as the Paradise plant is
located only 188 miles to the east.
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(D) Construetion of New Treating Plant:

When the proposal to treet ties on the Coast was up ten years ago, several
concerns offered proposals based on the construction of new plants. At that time
there was & prospect of obteining Coast business of the G, N. eand the Milwaukee,
{in eddition to the N. P. requirements. These proposals failed because they were
either out of line with the Colmen bid, or they required a guarantee of volume
which could not be met. The N. P, volume will be considerably less in the
future then it hes been, and the G. N, and Milweukee business ls not available,
end there is therefore no prospeet that any one would consider meking en invest-
ment in & new treating plent, perticularly since there is already &n excess of
treating cepeeity for the cormercial business originating on the Coast.

(E) Trentment of commercial forest products in the Coast territory:

The treatment of forest products on the North Pacifiec Coast for use at
loeal ports, and for shipment by water for domestic use or export to the Orient,
is confined to the St. Helens plant end the two pleants of the West Coast Wood
Preserving Compeny, nemely, at Seattle and at Eagle Harbor. There is also a
plant under Canadien ownership located at Veancouver, B. C. A considerable
quantity of forest products origineting on the North Pacific Coast is treated
in trensit for movement to the interior, mostly to states west of the Mississippi
River. This business is participeted in by the St. Helens plent, the plant at
The Dalles, Ore,, the two plants of the West Coast Wood Preserving Company, and
the plent at Hillysrd, Weshington. The Northern Pacific participetes only in the
heul on this business from the output of the West Coest Wood Preserving Company.
The number of cers of treated forest products for the year 1935 and the first
six months of 1936 is shown on statement #12. This business is divided between
the Northern Pacific, Union Pacific, Great Northern, and Milweukee. This state-
ment shows thet the amount alloceted to the Northern Pacific is 51.3%.

The commerciel plents et Hillyerd end The Dalles, Ore., are not in a pos-

ition to participete in the treating in trensit of forest products used on the
Coast or shipment by weter from Puget Sound points.

L. YAGER




Statement #1

-

"ESTIMATED COST OF TREATED TIE TREATED UNDER OQNTRACT AT SEATTLE
AND DELIVERED TO THE DIVISIONS. BASED ON 300,000 TIES PER YEAR
(EQUIVALENT 7* x 8" - 8')

(A) DIRECT COST OF TIES AND TREATMENT:

1. Cost of green tie 37-1/3 ¥BM at $12
2. BSales tax at 2% on 75%
3. Cost of contract treatment
4. Cost of creosote 1.35 gallons at $,1326
5. Cost of petroleum 1l.65 gallons at $.021
6. Treating supervision, $2400

Sub Total

INI'EREST AND TAXES:

1. Interest on preservatives
$56,650 at 6% for 6 months $1579.50
2. Taxes on preservatives
$26,325 at 32% x .0355
3. Taxes on seasoning tles
$.4547 at 32% x ,0355
4. Interest on seasoning ties

$.4547 at 6% - 12 months

INDIRECT ITEMS, FREIGHT, ETC.:

1. Hsul on green ties, average haul 148 miles,
125 1bs. at $.003 $.0278
2, Haul treated tie average haul 100 miles,
130 lbvs. at $.00825 «0146
Sub Total $.0424

SUMMARY :

A. Direct Costs $.9364
B. Interest and Taxes 0389
C. Indirect items, Freight, etc. « 0424

Totals $1.0177

Seattle, Wash.
August 30, 1936w




_ Statement l1-A
y

ESTIMATED GOST OF TREATED TIES UNDER PROPOSED NEW CONTRACT AT SEATTLE
AND DELIVERED TO THE DIVISIONS, NO MAXIMUM AMOUNTS SPEQIFIED IN
PROPOSED CONTRACT. (EQUIVALENT 7x8 - 8').

(A) DIRECT COST OF TIES AND TREATMENT ;

1. Cost of green tie, Dougles fir, 37-1/2 ¥AM x $12. $.4480
2. Sales tax at 2% on 75% 0067
%, Cost of contract treatment, at $6.25 M.FEM +B331
4, Oost of creosote, 1.35 gal. x $.1326 «1790
5. Cost of petroleum, 1.65 gal. x $.021 0347

6. Treating supervision, $2400. _‘_-_Qm
Sub Total <9080

INTEREST AND TAXES:

1. Interest on preservatives, $52650 x 6% for 6 months,
$1579.50
2, Taxes on preservatives, $26325 x 32% x ,0355
%, Taxes on seasoning ties, $.4547 x 32% x .0385
4. Interest on seasoning ties, $.4547 x 6%, 12 months
Sub Total

INDIRECT ITEMS, FREIGHT, ETC.:

1, Haul on green ties, aversge haul 148 miles,
128 1bs. x $.008
2, Heul onm treated ties, average haul 100 miles,
130 1bs. x $.00325
Sub Total

SUMMARY :

A, Direct Cost of Ties and Treatment

B. Interest and Taxes

C. Indirect Itﬂm. h‘eight, ltOn
Total

Asst. Chief Engineer
St, Paul, Minnesota
September 17, 1936w




Statement #2

ESTIMATED COST OF TREATING INLAND EMPIRE TIES AT PARADISE AND SHIPPING
TO SEATTLE PLANT TERRITORY. BASED ON 300,000 TIES PFR YEAR,
(EQUIVALENT 7x8 ~ 8')

(A) DIRECT GOST OF TIES AND TREATMENT:

1. Cost of green ties 37-1/3 FBM at $13.
2. Cost of treatment (direct items)
3. Cost of treatment (indirext tex)
4, Cost of treatment (indireet overhead ete.)
Sub Total
Interest and depreciation on investment ($.0220)

INTEREST AND TAXES:

1. Interest on seasoning ties, $.485 at 6% - 12 months $.0291
2. Texes on seasoning ties, $.485 at 1,63% «0079
Sub Total ;.0370

INDIRECT ITEMS, FREIGHT ETC.:

1., Haul on green ties, average haul 146 miles,
125 1bs,. at $.003 $.0274
2. Haul on treated ties, average haul 662 miles,
130 lbs. at $.0015 + 0645
Sub Total $.0919

SUMMARY :

A, Direct Cost

B. Interest and Taxes

C. Indirect Items, Freight, Ete,
Total

At Seattle, Wash.
August 30, 1936
Revised St. Paul, Minn,
September 17, 1936w




Statement fg

ESTIMATED COST OF TREATING OOAST FIR TIES AR PARADISE AND SHIPPING
BACK TO SEATTIE PLANT TERRITORY. BASED ON 300,000 TIES PER YEAR.
(EQUIVALENT 7x8 - 8')

(A) DIRECT COST OF TIES AMD TRRATMENT:

1. Cost of green ties 37-1/3 FEM at $13.
2. BSales tax - does not apply
3. Cost of treatment (direct items)
4. Cost of treatment (indirext tax)
5. Cost of treatment (indirect overheat etec.)
Sub Total
Interest and depreciation on investment ($.0220)

INITTREST AND TAXES:

1. Interest on seasoning ties $.448 at 6%, 12 months
2, Texes on seasoning ties $.448 at 1.63%
Sub Totel

INDIRECT ITEMS, FREIGHT, ETC.:

1. Haul on green ties, average haul 688 miles,
125 1bs. at $.003
2. Haul on treated tles, average haul 662 miles,
130 lbs. at $.0015
Sud Total

SUMMARY ;

A. Direct coste $.8284
B. Interest and taxes 0342
C. Indirect items, freight, eta. «19385

Total $1.0561

At Seattle, Aug. 30, 1936
Revised, St. Paul, Minn.,
September 17, 1936w




Statement

-ESTIMATED COST OF TREATING TIES, NORMAL PROGRAM, AT PARADISE,
BASED ON 450,000 TIES PER YEAR. (EQUIVALENT 7x8 - 8')

(A) DIREQCTLY ASSIGNABLE ITEMS:

1. OCreosote 1.35 gal, at $.128 plus Co. freight $.008 $.1838
2. Petroleum 1.65 gal. at $.021 plus freight $.0279 0460
3. Unloading and oross piling +0200
4. Loading for transfer to machines «0140
5. Handling through machines +0180
6. Loading for shipment «0120
7. Fuel, coalx at $1,10 per ton, plus Co. frt $.0015 «0L10
8, Plant labor (operation and repairs) $15172,04 <0837
9. Supervision (loeal) $ 3801,90 0084
10, Supervision (general) $ 5144.76 .0112
11, Material and supplies <0049
12. Maintenance of $racks and bldgs., § 2500.00 +0085
Sub Total 5.5685

(B) INDIRECT OVERHEAD ETC.:

1. Interest on investment $185,534 x 6% ($11,132.04) $.0247
2. Depreciation on plant $189,354 x 3% ($ 5,380.62) »0120
3. Taxes on plent, year 1935 - $280,73 .0006
4, Insurance on plant, 1935 premium, $147.57 «0003
5. Interest on preservatives $90,450 x 6% x 1 mo.($452.25) .0010
6. Taxes on preservatives - inecluded in (3) -

7, Insurance on preservatives - Included in (4)

Sub Total $.0386
IRECT TAXES:

1, Federal Retirement Act, 3-1/8% x Peyroll($.1173) $.0041

SUMMARY :

A, Directly Assignable Items
B, Imdirect overhead, etc.
C. Indirect Taxes
Total Cost

At Seattle, Wasgh,, Aug. 30, 1936.
Revised, St. Paul, Minn.
September 17, 1936w




gtatement #5

EPIMATED COST OF TREATING TIES, NORMAL PROGRAM OF 450,000 TIES
PLUS 800,000 SEATTLE TIES AT PARADISE, TOTAL 750,000 TIES
(EQUIVALENT 7x8 - 8')

(A) DIRECTLY ASSIGNABLE ITENS:

1. Creosote 1.35 gal. x $8.188 plus Co.Frt. $.008
3, Petrolewn 1.66 gal. x $.021 plus Fri. $.0279
%. Unloading and eross piling

4. Loading for transfer to machines

5. Handling thruugh machines

6. Loading for shipment

7. Puel, coal at $1.10 per ton plus Co. ¥Frt. $.0015
8. Plant labor (operation snd repair) $21,110.64
9. Supervision (locel) $ 3,961.05
10, Supervision (general) $ 5,144.76
11. Material and supplies

12. Maintenance nf tracks and bldgs. $ 2,500,00

Sub total

(B) INDIREGT OVERHEAD EIC.:

1. Interest on investment, $185,534 x 6% ($11,132.04)

2. Depreciation on plant, $179,354 x 3% (§ 5,380.62)
%, Taxes on plant, year 1835 - §880.73
4, Insuresnce on plant, 1935 premium, $147.57
5. Interest on preservatives, $90,450 x 6/
8, Texes on preservatives - included in (3)
7, Insurance on preservatives - included in (4)
Sub total

INDIREQT TAXES:

1. Federal Retirement Act, 3-1/2% of payroll (§.1043)

SUMMARY :

A. Directly assignable items
B. Indirect overhead, etc.
€. Indirect Tax
Total Cost

Seattle, Wash., Aug. 50, 1936
Revised, St. Paul, Minn,
September 17, 1936w




Statement #86

ESTIMATED SEGREGATION OF COSTS TO CONTRACTOR ON TREATING MATERIAL AT
SEATTLE PLANT, FOR CROSS TIES ONLY. BASED ON AVERAGE OF 300,000 PCS.
7x8 - 8' TIE EQUIVALENTS PER YEAR.

Contract price $6.50 per M. for 12 hr. treatment is equivalent to
$.243 per tie (7x8 - 8')

Agtual price paid contrasctor for treatment of all cross ties to
August 1, 1936 was $.2600 per tie covering all additional
charges for overtime.

(A) DIRECTLY ASSIGNABLE COSTS:

l. Unlosding and stacking green ties

2. Removing seasoned ties to conveyer

3. Conveyor work

4. Boring, adzing, incising and charging retorts

5. Loading out treated ties for shipment

6. JFuel - steam power

7. Plant labor - operation and repairs

8. Material and supplies, track and bldg. maintenance
Sub Total

DIRECTLY ASSIGNABLE TAXES:
1. State Industrial Tax and Workmen's Compenseation,
$.0215 per hour

8. Tederal Social Security Act, 8.1% of Labor
8. DBusiness and Occupational Tax, 1/4% on Gross Business
Sub Total

OVERHEAD, ETC,:
1., General and plant supervision
2. Amortization of plant, $300,000 in ten years,
8. Interest on imvestment, $300,000 x 6%
4. Taxes on plant
6. Insurance on plant
Sub totel

SUMNARY :
A. Directly Assignable Costs
B, Direetly Assignable Texes
c. mrhead. ete.
Total
Payments received
Profit
Profit Percent of cost
Seattle, Wash., Aug. 30, 1936,
Revised St. Paul, Minn,
September 17, 1936w




Statement #7

COMPARATIVE CREOSOTE AND FETROLEUM FRICES BASED ON QUOTATIONS CURRENT
FOR YEAR 1936.

(A) ©0STS IELIVERED AT PARADISE:

1. Lehigh, 20% x $.11-1/2 $.0230
2. Domestic, 80% x $.13-1/8 +1050
3. Average cost per gallon $.1280
4, Company freight, St, Paul, at §$.0015 = $.0088 at 80% <0070
5. Company freight, Lehigh, at $.0015 = $.0051 at 20% 20010
6. Total cost, average company freight «0080
7, Total cost, incl. company freight (3) plus (6) 1360

QST DELIVERED AT SEATTIE:

1. Foreign oil at $.13
2. Washington sales tax at 2%
3. Total cost delivered

(G) PETROLEUM AT PARADISE:

l., Cosat of oll at .1081
2. Oompany freight 7.87 lbs., 584 miles, at $.003
s I Tota.l cost

(D) PURQHASE DOMESTIC OREOSOTE OIL OR SEATTIE CONTRACT:

1. From sources, Chicago and East $.12375

2. Foreign line freight propn. Chicago to Seattle «01507

%. N.,P. haul, St. Paul to Seattle, 1904 miles at §.0015 +0
Total cost in NP, tank cars +15183

Gost of oreosobe purchased from same sources, hauled in
sellers' cars and Railway Company paying milesge on cars §.15819

Note: Item (D) set up from prices furnished by Purchasing Department.

Seattle, Wash., Aug. 30, 1936.
Bevised St. Paul, Minnesota
September 17, 1936w.




Statement

STATEMENT OF MATERIAL TREATED UNDER CONTRACT AT SEATTLE

Piling &
Per Switeh Tie Tinmber

Year [No. Ties [Ties FBM Cont _FBM % FEM % TOTAL FBEM
1987 176,045 6,572,346 73.8 595,608 6.6 1,805,958 20.2 8,973,906

1928 468,281 17,480,632 88,1 1,063188 5.4 1,303,680 6.5 19,847,490

1929 405,893 15,158,337 89.4 1.868.514 7.4 533,988 } 16,950,139

1930 262,784 9,810,608 95.9 637,434 10,448,036
1931 223,080 ©,326,455 83,1 1,840,848 458,094 10,025, 395
1932 244,256 9,118,855 88.7 719,964 438,816 10,277,633
1953 102,963 3,843,952 80.6 560,868 366,786 4,771,606
1934 246,455 9,200,986 853,100 240,078 2.4 10,094,158
1938 112,876 4,191,657 617,064 469,812 8,9 5,878,513

1936* 276,588 10,385,727 1,448,084 484,764 4.0 12,258,525

TOTAL 2,518,514 94,024,515 8,161,482 6,739,404 6.2 108,925,401

1936 340,000 12,693,322 500,000 13,198,322

TOTALS 2,858,514 106,717,837 8,661,482 123,118,723

*Includes up to August lst, 1936,

Seattle, Wegh.
August 30, 1936w*
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Statement #9

COMPARISONS OF UNIT PRICES FOR mmbmss TIES, SWITOH TIES, TIMEER, ETIC.,
AS YEEN THE NORTHERN PACIFIC CONTRACT WITH WEST COAST WOOD PRESERVING CO.
AT SEATTLE, AND THE GREAT NORTHERN CONTRACTS AT HILLYARD.

Cross ties, Douglas or Inland

Fir, Pt. B.M.
Cross ties, Douglas Fir,
equivalent 7x8-8"

Cross ties, Tamarack or Larch, FEM

N.P.Cont.
Jan 1'27

G.N.Cont.
June 1'36

$6.50

«2407
6.50

$8.96

« 3319
7.92
«2933

G.N.Cont.

June '26

$8,33

« 3085
8.33
+3085

Cross Ties, Tamarack or Larch, pr.Tie .2407
Cross ties, Lodge pole or Ponderosa
Pina. M. M 6.50 7.50 8.53
Cross ties, Lodge Pole or Fonderosa
Pine, ver tie «2407 2777 +3085
Switch ties, Fir and Larch, FBM 8.00 12.00 12.00
8. Switeh ties, Pine, FRM - 1000 12,00
9. Bridge timber,Lumber, Fir & Larch,FEM 10.45 12.00 12.00
10, Bridge Timber Lumber, Pine, FIM - 10.00 12,00
11, Piling, Fir & Larch, per cu.ft. 14 «15 -
12. Piling, cedar, per cu. ft, - 14 :
13, Piling, pine, per cu. ft. - 39
14, Oross ties, green, FEM (fir) 7.52 10.62
15, Crosa tles, green, per tie (fir) +2788 . 3933
16, Switeh ties, green, ¥EM (fir) 9.02 13,66
17, Bridge timber lumber, green,FEM (fir) 11.47 13.66
18, Bridge timber lumber, green,
(usual lots fir) FEM 11.72 13.66
19, Bridge timber lumber, green
{smell lots £ir) FEM 13,05 13.66 -
20, Pilin&, green ﬁr' per cu.ft. «2018 17 -

Note: Item 18 based on 30,000 FEM or overs Item 19 based on charges less $han 30,000

FBM, TItem 20 based on treating green piling requiring total cylinder time 42 hrs.

! The copy of G.N. June 1926 econtract is not complete as to schedule of prices.
Note: GN June 1, 1936 comtract provides thet contractor shall pay to the GN rental
for plant of $50,000 per year in case G,N. offers for treatment 1,750,000 eu. ft.

~ or 21,000,000 FEM, This equal to 561,736 cross ties 7x8-8'. The rentel therefore is
equal to about 9 cents per tle. The GN guarantees to offer for treatment 1,500,000
\eu.ft. per year. In the event less than 1,750,000 cu.ft. is offered the rental drops
$o $35,000 per year. A rental of $35,000 applied to 1,500,000 cu.ft. of cross tles
‘1s jequel %o 482,312 pes. 7xB8-8' ties or 7.2 centa per tie,

The G.N. contract provides that the G.N. shall, in addition, assume the cost
to the contrsctor of all taxes, contributions, or assessments imposed by Federal
Sgcial Becurity Act or any similar acts in the State of Washington, eto.

The N.P., Seattle contractor has an investment of about $300,000 in treating
plant and seasoning yard. The depreciestion charge based on ten-year period is
ten cents per tle.

SEATTIE WASH.,
AUGUST 30, 1936w




Statement 9=A.

¢OMPARISON OF UNIT PRICES FOR TREATING CROSS TIES, SWITOH TIES, TIMEXR, ETC.,
AS BETWEEN PROPOSED CONTRACT BETWEEN NORTHERN PACIFIC RAILWAY AND WEST COAST
WOOD PRESERVING COMPANY AT SEATTLE, AND THE GREAT NORTHFRN CONTRACTS AT
HILLYARD, Proposed

N.P.Cont. Gs N. con!m@tﬂ

Jan. 1, June 1, June,
937 1936 19286

Cross ties, Douglas or Inland Fir, M.FEM $6.25 38,96 $8.33
Cross ties, Douglas fir equivalent 7x8-8',
per tie «2351 «3319 « 30895
Cross ties, Temarack or Larch, M,FEM 6,85 7.92 8,39
Cross ties, Tamerack or Larch, 7x8-8' per tle «2331 2933 « 3088
Cross tles, Lo@imepole or Ponderose Pine, MFEM 6.85 7.50 8.33
do do do(7x8=-8" )per tie « 2331 2377 + 3085
Switch ties, Fir and Lerch, M.FEM 8.00 12,00 12,00
Switeh ties, Pine, M.FEM - 10,00 12400
Bridge timber, lumber, Fir & Larch, M.FEBM 10,20 12,00 12,00
Bridge timber, Lumber, Pine, M.FIM - 10,00 12.00
Piling, Fir and Larch, per cu. Tt. 14 »30
Piling, cedar, per cu, ft. 14
Piling, pine, per cu. ft. - «13
14, Cross ties, green, fir, M,FEM 6.85 10.62
16, Cross ties, green, fir, per tie (7x8-8') «2331 +3933
Switeh ties, green, fir, M.FiM 8400 13.66
17, Bridge timber, lumber, fir, green, M.FEM 11l.22 13,66
18, Bpridge timber, lumber, green, fir,
(usuel lots) M.FBM 11,47 13.66
19, Bridge timber, lumber, green, fir,
(small lots) M.¥FEM 12.85 13,66
20. Piling, green fir, per cu. ft. «2012 «17

B BEN R S MR

Note - Dtem 18 based on 30,000 ft. BM or over.
Ttem 19 based on charges less than 30,000 FRM.
Ttem 20 based on treating green piling requiring a total eylinder
time of 42 hours.
The copy of G, N, June 1926 is not complete as %o schedule of prices.

Note - The G, N. June 1, 1936 contract provides thaet contrastor ghall pay to
the G. N, rental for plant of $50,000 per year in ease G, N, offers for
treatment 1,750,000 cu, ft. or 21,000,000 FBM. This is equal to 561,736
eross ties, 7x8 -~ 8', If all the rental were %o be absorbed by the G. N.
materinl treated is equal to 8.72¢ per tie. The G. N. guaraniees to offer
for treatment 1,500,000 cu, £t per year. In the event less tham 1,750,000
ou. ft. is offered the rental drops to $35,000 per year. A rental of $35,000
abgorbed by the G. N, 1,500,000 cu. ft. or equivalent 482,186 oross ties
would =mount to 7.26¢ per tie.




Stﬁtement 9-4,
pere E_.

Summayrizing the various rental absorptions:

1, Rental $50,000 for 2,000,000 cu. £t.% 2.5¢ per cu. ft., = $2.08 per M.FRM,
= 7.,777¢ per tle.

B+ Rental 350,000 for 1,750,000 cu, f't, = 2,85¢ per cu, ft, = 32.575 per M,¥FBM,
= 8,866¢ per tie,

3., Rental $35,000 for 1,750,000 cu. ft. = 2,00¢ per cu. ft. = $1.666 per M.FEM,
- 6-322¢ per tie.

4, Rental $35,000 for 1,500,000 cu, ft. = 2,333¢ per cu. ft. = §1,941 per M. FEM,
8 7,268¢ per tle.

The G, N, contract of June 1, 1956 effective May 1, 1937 for a period of five
years provides that the G, N, shall assume the usual taxes and in addition
asgume the cost to the contractor of all texes, contributions, or cssessments
imposed by Federal Soclal Security Aet, or any similar actas in the State of
Washington, ete,

The N, P, Seattle contractor has an investment of ebout $3500,000 in treating
plant end geasoning yard. Based on 300,000 ties per year the amortization
in ten yeara is 10¢ per tie, interest on investment at 6% is B3.83¢ per tie.

Asst. Chief Engr.
St+ Paul, Minn,
Septerber 14, 1936w




Statement #10

APPROAJIMATE ESTINMATE OF AMOUNT OF FOREST PRODUCTS MATERIAL TO HE TREATED AT
SEATTLE., TREATED TIES REQUIRED BASED ON ROUCH ESTIMATE OF UNTREATED TIES

IN TRAGK IN TERRITORY WEST OF YAKIMA AND PROBABLE RENEWALS OF TREATED TIES
PLACED SINCE 1908, SWITCH TIES BASED ON ADJUSTED AVERAGE OF LAST FIVE YEARS,
LUMBER AND PILING BASED ON AVERAGE OF LAST TEN YEARS.

Piling &
Ties Switeh Ties Timber
Number M, FEM % M.FERM % M, FBM

280,000 8,313 500 5 600
158,000 5,898 500 7 600
164,000 6,123 500 600
170,000 6,347 500 800
180,000 6,720 500 600
190,000 7,093 500
203,000 7,579 500

1944 220,000 8,213

1945 238,000 8,885

1946 £54,000 9,483

TOTALS 1,997,000 74,585

Asaistant Ohief Engineer
3%, Paul, Minnesota
September 10, 1936w




Statement #11

QUANTITIES OF MATERTALS TREATED AND AMOUNTS PAID SEATTLE TREATING PLANT 1927 TO AUGUST 1, 1936.

CROSS TIES SWITCH TIES
AT, AT,
YEAR M,FEM _PAID % : M.FEM PAID %

1927 7,156 $ 48,072 53 59 § 5,837 $26,077 29
1928 18,576 124,687 80 1,063 10,536 511 15,503 10

1929 15,985 105,512 83 1,263 12,206 301 5,409 4
1930 10,278 67,658 86 - - 520 2,07 3

1931 8,496 56,158 74 1,241 11,857 319 1,2558
1932 9,585 62,924 86 720 6,480 197 848

1933 4,019 26,263 75 561 4,814 14 190 1,459
1934 9,590 62,598 853 5,328 8 38 274

1935 4,343 28,418 82 617 4,957 14 110 1,525 -
1936 11,137 72,852 85 1,240 10,499 12 180 2,335 -
TOTAL 99,163 $655,142 7,954 $72,514 9 2,727 $45,120 $52,901

Avge per MFEM $6.61 MFEM  $9.12 M.FEM $16.55 Lin,Ft. $.26

Avge Cost
per Tie $.26

Asst. Chief Engineer
St. Paul, Minn,
September 10, 1936w




Statement #12

R?X"]RD OF COMVERCIAL LOADS OF TREATED FOREST PRODUCTS FROM THE SEATTLE PLANT
OF THE WEST COAST WOOD PRESERVING COMPANY, TAKEN FROM THE RECORDS OF THE
WOOD PRESERVING COMPANY BY G. R. HOPKING, ASSISTANT CGHNERAL SUPKRINTENDENT,
TIMBER PRESERVATION, DURING AUGUST, 1936, JHORT HAULS WAS CONSIDERED AS
BEING WEST OF BUTTE, AND TRANSCONTINENTAL AS BAST OF BUTTE.

Year 1935 N, P, $ & U P G N, Milw, Total
Transcontinental 46 45 26 17 102
Short Haul 38 51 4 AR 78
Totals 84 47 a0 :3¢) 177

Year 1936 - lst 6 months

Transeontinental 29 66 10 53
Short Heul g7 B8 10 121
Totals 96 56 80 173

Year 1936 - July lst to Aug. A7thi

Transcontinental 8 40 ]
Short Haul piAs] 56 5
Totels 33 Bl ik

20
45
65

Grand Totalg

Tpansoont inental 48 42 26
Short Haul 54 19 70
Totels s 61 96
Percentages 14.6% 23.1%

Asst. Chief Engr,
gt. Paul, Minn,
September 14, 1936w




Statement #13

b T NORTHERN HILLYARD TREATING PLANT UNDER CONTRACT WITH NATIONAL POLE
AND TREATING COMPANY CONTRACT DATED JUNE 1, 1936.

(A) Bstimated cost to G. N. for treating fir cross ties, 7x8 - B',
treating in next five-year period slightly less than 1,750,000
cubic feet per year, Rental Es;ooo %ér iaar.

M. FBM Per Tie
1, Treating fir ties 7x8 - 8' 5.96 5.5519

8, Rental recelved, $35,000' +66 «0622
Net Cost 7.30 $.2697

Indirect Items:

1, Taxes on plant $.0120
2. Insurance on plant «0010
3, State Industrial Tax and Workmen's Compensation +0017
4, Federal Security Tax +0011
5. Business and Occupational Tax ‘,—%
6. Total Tax +0166
7. Total Gost to G. N, (8) plus (B) $.8863
8. N. P. Cost, Seattle (new sontract) 3&1_
9, Difference 0538
10. Inoresse 22.8%
1l. G, N, Total Investment $500,000, Interest at 5%,

18, Grand Total Cost to G. N, (7) plus (11) +3105
15. G. N. Total Investment $500,000,

: Depreciation at 3% = §$15,000 » +0264
14. Total cost inel. Interest & Deprecistion(18)plus (18) «3369

| nt Praofit to Contractor:
1. Received from G.N. a% ﬁ.“ M.FEM, 7xB8-8' per tie $.3519

8. Rental payment to G. N. T,_%m_
Gross Return «2087

1, Unloading and stacking green ties $.01125
8. Removing seasoned ties %o conveyor «00850
3. Conveyor work «00850
4. Boring, adzing, end charging retorts «00900
5. Loading out treated ties for shipment 200625
6. Fuel - steam end power «02000
7. Plant Labor, operation and repairs «02100
8. Materisl and supplies «01500
9., Maintenance of yard tracks, 6 miles, $3500. 00311
10. Interest and depreciation on cranes and locomotive,
$60,000 x 10% = $6,000. «01639
1l. General and plant supervision - $22,000 +03888
12. Total Cost to Contrector «14588
13. Gross Return «26970
Apparent Net Profit «123828
Net Profit 84.87%




Statement #13
8 Sheet - 2

M ~(Restated):

Per Tie

G. N. Payment to contractor $.3319
G. N. Indirect item costes (taxes ete) .0166
G, N. investment $500,000,Interest
at 5% = §12,625, +0243
G, N. Investment $500,000, Depreciation
at 3% = $15,000 .0264
Total Gross Costs «3992
Rental Received from Contractor, $35000. 406228
Net Cost +0870
N, P. Coste Seattls (new contract) 2331
Difference »1039
Inerease 44.56%

Estimated direct costs to contractor $.09061
Interest and depreclation, equipment ete.
$60,000 x 10% = $5,000 01639
General and plant supervision, $22,000. » 03888
Sub Total «14588
Rental payment %o G. N,, $35,000. «06222

Total 3-80810
Receives from G, N, » 55190
Apperent Net Profit §.1238
Net Profit 59.48%

Asgt, Chief Engineer
8t. Paul, Minmnesota
September 17, 1936w
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Statement 7l

COST OF CROSS TIES TREATED FOR THE SP&S AT ST, HELENS AND HILLYARD
DURING 1932 AND 1986. SPECIFICATIONS REQUIRE BORING, INCISING AND
ADZING., MIXTURE TREATMENT 50/50, SIX LBS. PER CUBIC FOOT.

1. Hillysrd 1938 ~ 37,785 tles
1,443,563 FEM
Preservatives

Total Cost

2. Hillyard 1936 - 28,214 ties
1,184,988 FEM
Preservatives

Total Cost

3. St. Helens 1936, 19,947 ties
775,529 FBM
Preservatives

Total cost

$13,713,85
8,964.53
22,678.38

$10,072.40
6.837‘%
16,909,78

$ 6,615,326
4,474.80
11,090.06

Irestment Cost
Per M.FBM Per Tie

$9.50  §.3635
6.8 2378
15.71 +6011

$8.50 $.3870
5.77 +2423

14.27 5993

$8.58 $.3317
5,77 2243

14.30 .5580

Note - Data furnished by A, J. Witchel, Sept. 14, 1936,

Asst. Qhief Engineer
St. Paul, Minnesota
September 17, 1986w




Revised, St. Paul, Minn,,
Sept. 21, 1936w

o TENTATIVE DRAFT OF GONTRACT

CONTRACT made this _____ day of __  , A, D. 1936, between the Northern
Pacific Railway Company, a Wiaconsiﬁvcorporation hereinafter called the"Railway.
Company,” and the West Coast Wood Preserving Company, a Washington corporation
hefeinafter called the "Creosoting Company." '

in consideration of the mutual dependent promises stated in this contract the
parties. agree:

I, The Creosoting Company shall store for seagoning and treat at its plant
located in the city of Seattle, Waghington, such forest pfoducts ag may be offered
by the Railway Company from_time to time in accordance with specifications in
Exhibit "A" atteched and made part of this contract., The term "forest products”
used herein is inclusive of cross tieg, bridge ‘ties and switah t}es, timber, lumber,
piling, and poles, It is understood and agreed that: (a) The Railway Compeny
reservea-the right to treat any portion or all of the forest products used by it
in the territory tributary to the Cresoting Company's Seattle plant, in any one
or more of the Railway Company's presently owned and individuelly operated treat-
ing plents. (b) The Railway Company shell offer to the Creosoting Gompany for
treatment under the terms of this contraet all forest products not reserved undepr
the provisions of the foregoing paregraph (a),

II. The Creosoting bompany agrees that its plant ghall be maintained during
the term of this agreement in such degree of working erficiohoy that - the capaecity
of the plant shall be adequate at all times t; treat the. yearly requirements of
the Railway Company, |

ITI. The Railway Company will notify the Creosoting Company in writing prior
%o the first of October of each year of the approximate number of cross fies and
other foreat produets which it desired to have stored for seasoning and subsequent
treatment during the following calendar year,

IV. The Railway Comphny will furnish open cars, in so far as may be poasiblav
for delivery of untreated nnterial and for shipment of treated material, The RAilW&y
‘Company at its own cost and expense will do all required switehing of its carq of
forest products billed to and from the plant. The Creosoting Company agrans to mﬂkh
Tequests for only such switching as is reasonably necesgary and such switching shall
be done so far as is praeticable at’ times most convenient ta the Reilway Company

between the hours of 7:00 A:M. and 6:00 P.M,




V. The forest products to be furnished hereunder shall be delivered on carsg
at thélplant of the Creosoting Compeny. The Creosoting Company shall promptly
unload cars and #%eck the materisl in the storage yard of the plant for seasoning.
The Reilway Company in meking deliveries to the Crecsoting Compmny shall have
regard to its capacity for receiving and stacking materials The Creosoting Company
shall pay the Railway Company compensetion for any delays in unleading said cars in
accordance with the rates set up in the Railway Company's published demurrage tariffs
whenever eight (8) or less cars are delivered per day. Whenever more than eight (8)
cars per day shall be delivered the expense incident to the detention of cars for
unloading shall be assumed by the Railway Company. The Creosoting Company will
accept delivery of forest products on scows or in rafts slongaide its plant under
the seme conditions as outlined for delivery on cars, except that the Creosoting
Company will not be required to pay the Railway Company for delays in unloading such
scows or rafts.

VI. All eross ties will be properly segregated by grades on cars by‘the Railway
Company to faeilitate stacking for seasoning and subsequent treatment by grades.
Switch ties, timber and piling delivered shall be sorted by the Creosoting Company,
at-1ta own expense, for its convenience in handling for treatmento

VII. All treated material shall be mmloaded and billed as directed by the
Railwey Company. Cross ties will be loaded by grades and rail borings. Switeh
tleg will be loaded by lengths,

The Railway Company shall furnish promptly all ears required to ship out
treated material, The Creosoting Company agrees to give the Railway Company at
leagt five days' notice as to the time such cars are required.

VIITI. The Creocseting Company shall provide fire proteection for seasoning and

storage yard satisfactory to the Railway Company.

The forest products shall remain the property of the Railway Company and

be insured by it against less by fire.

IX. The Creosoting Company agrees to count and tally materiel received in each
car as soon as possible after receipt of car at its plant, either before or Limediately
after unloading, ageinst invoice or inspection reports furnished by the Reilway Company
and to mail peports of such tally to the Railway Company representative immediately
after each involice or inspection report has been tallied,

The Creosoting Company agrees that, as far as practicable, it shall have

=D




péinted on each stack the initial, number, and out turn of each car from which

meter! is unloaded, and the date of unloading.

The Creosoting Company agrees to return to the Railway Company the identical

material shipped to it by the Railway Company after said material has been treated,
end in case there should be any shortage whatever, the Creosoting Company agrees to
pey the Railway Compeny therefor at the market price at Seattle, Washington, of like
moterial at the time the shortage is discovered; provided, however, that the Creo-
gsoting Company shall not be responsible for shoriage resulting from fire or causes
which are clearly beyond its control. Joint inventories of all forest products shall
be teken at least every six months, and discrepancies found adjusted at that time.

The Creosoting Corpany agrees to furnish reports of all material delivered,
shi?ped, ugsed and on hand at regularly stated intervals as may be required by the
Store Department or the Imsurance Department of the Railway Companya

X. The Railwey Compeny will furnish all creosote and petroleum oil required
to treat its material under this agreement. The Creosoting Company agrees to unload
and store all creosote and petroleum oil furnished by the Rallway Compeny in railroad
tank oars at the plant. The Creosoting Compeny agrees to set agide a storage with a
capacity of 300,000 gellons for creosote furnlished by the Railway Company. Creosote
furnished by the Railway Compeny ffom vessels or barges ghall be delivered into the
storage tenk without expense to the Crecsoting Company. Should the Railway Compeny
elect to permit the Creosoting Company to purchase ereosote and oil for it, the
prices to be paid and the quantities to be purchased for its adcount musi be
approved by the Railway Company and the materisl must conform to the current specific-
ations of the éailway Company to be kept on file with the Oreosoting Company. The
Reilway Company shall earry the insurance snd pay the taxes on creosote and oil
gtored, for it by the Creosoting Company, and agrees to pay promptly all minvoices
covering ereosote and oil purchased with its suthority for its account.

XI. The Creosoting Compsny agrees to provide storage tanks of sultable capacity
to store the preservatives required for treating the material of the Railway Company,
together with woiking tanks and proper gauges to insure accurate and satisfactory
measurements of creosote and oil used in the treatment of the different classes of
material for the Rallwesy Company. |

The Creosoting Company may, with the written consent of the Railway
Companyfirst had and obtained,use the preservatives belonging to the Railway Company

for the purpose of treating forest products for other concerns in the same plant, and

-Fee




the Creosoting Company shall thereupon promptly replace preservatives so used with
b /
other nreservatives meeting the specifications of the Railway Company and shall

permit no delays in the tréatment of Railway Company material %o result from such

use. In case the Creosoting Company shall be permitted suech use of Railway Company
preservatives, then joint inventories of preservatives shall be made at the end of

each month er at any other appropriate time for the purpose of adjusting surplus or
deficits. Any surplus or deficit must be pro-rated on the relative final retention

of preservatives for the different classes of material treated for the parties concerned.

XII, The Railway Company desires to have its cross ties treated during therperiod
from August 1lst to December 3lst of each year. The Crecsoting Company agrees %o use
reasonsble efforts with due regard to the business offered by other customers and the
treating ecepecity of its plant to treat the yearly requirements in this interval if
sufficiently properly seasoned ties sre available. If for any resson the Creosoting
Company at any time cannot with reasonable effort carry out the aforementioned prefer-
ential arrengement, the Reilway Company agrees to have delivered green ties in advance
of requiraméhts 80 that sufficient seasoned ties will be availeble for treatment at
approximately uniform monthly rates for the yeerly requirements.

XIII. - The Creosoting Company agrees to store treated ties in its storage yard
up to the convenient capseity for temporery storage at the request of the Railway
Company. The storage and extra handling involved in loading into cars shall be
compensated for at a price scheduled in this agreement.

iIV. The Creosoting Company asgrees that upon the written request of the
Railway Company to do so, it will adcept any modification, changes or substitutlions
in the specifications in Exhibit "A" hereinbefore mentioned, provided such modifica~
tions, changes or substitutions will not require the purchase of any additional
equipment, or increase the cost to the Creosoting Company or lessen the plant capacity.

The Railway Company. agrees that in the event a change of process is made,
at its request, it will pay the Creosoting Company any royalty the Creosoting Company
may be required to pay in consequence thereof, and will also protect the Creosoting
Company against all claims pertaining thereto.

XV. The Railway Company, through its designated representatives or agents,
shall have edcess &t all reasonable times to the plant and premises of the Creo~-
soting Company and the right to inspect all operations therein, and shall be furnished

all necessary and proper facilities for testing the preservetives employed and the

,amount absorbed by each charge of ties and other material treated for the Railway Company




The Creosoting Company shall furnish records on forms furﬁishad by the
Railwak Company of all treating operations to correspond to that which the Railway
Company keeps at its own treating plants.

XVI. In csge of any dispute or difference arising as to the interpretation
of any sections herebefore set out, the sald dispute and causes of differences
ghall be referred to arbitretion and determination of a single arbitrator, if the
parties hereto agree upon omne; otherwise to three arbitrators -« one to be appointed

by sach of the parties heroté and the third arbitrater to be nominated and appointed

by tha first named arbitrators. Should the first named arbitrators fall to agree

upon the third arbitrator, then such selection shall be left %o & Judge of the
United States Distriet Court for the Distriet of the S8tate of Washington. The
decision of the single arbitrator or a majority of the three arbitrators shall be
final and binding upon the parties. Fending the eward of arbitration, there shall
be no interruption in the transaction of businesgs pursuant to this agreevent and
statements and payments in respeet thereto shall be mede in th; saﬁs mEnner &s
priof to arising of sueh differences.

Each party shall pay for services of and all personal expenses incurred
by arbitrator shosen by or for it and both parties shall jointly and equally pay
for the services snd expenses of the single or third arbitrator, together with all
other and different expenses of the arbitration.

XVII. If at any time duripg the term of this agreement the operation of the
Creosoting Company's plant shall be temporarily suspended because of fire, explosiéﬁ}n
strikes or other csuses not within its control, the time during whigch the operation
of this plant shall be auspeﬁﬂed shall not be counted as a part of the term of this |
aéiemont, and & corresponding additional time shall be given it for performing its
obligations under this agreement; provided, however, in case of tﬁe total or partial
desmtruction of the saild plant by fire or other cause the Creosoting Company shall ﬁ\
promptly repair, rebuild and restore the same to substentially the seme condition 1n~
whieh it was before such total or partial deatruction.and pending sugh reconstruction
the Railway Company meym remove itg ties and other material from the seas&ning yard,

WL
for us:?ig'&§§§r;§ for treatment at tdm its own or some other ccommercial plant,.
XVIII. The Reilway Company agrees to pay to the Crevsoting Company for work -

ierformad and serwices rendered, as specified in this egreement, the following

ptican:




For the treatment of all seagsoned eross ties, per thousand feet
board measure

For treeatment of unseagoned cross ties taken direct from incoming
railroad cars, per thousand feet board measure

For treatment of unseesoned eross ties taken from stock piles in -
seagoning yard, per thousend feet board measure

For the L{rbatment ofyall seasoned switch ties, per thousand feetl
board measure

For the treatment of unseasoned switch ties taken direct from
incoming railroed cars, per thouszand feet board measure

For the treatment of unseasoned switeh ties taken from gtock piles
in seagoning yard, per thousand feet board measure

For the treatment of bridge ties in eylinder capacity lots the con-~
ditions and prices of B-1, B-2 and B-3 shall apply. For the treatment
of bridge ties in less than eylinder capacity lots the conditions and
prices of C-1, G-2, and C-3 shall apply.

£
For the treatment of all sawed material other than cross ties and switch
ties in c¥inder cherges of 30,000 feet board measure or lesa (the treabting
company being given the option of treating such charges separately or mixed
with commereial material} per thousand feet board measure $12.80

For the treatment of all sawed material other than cross tles and switeh ties
in cylinder charges in excess of 30,000 feet board measure which require a
time duration of not longer than twelve (12) actual t reating hours,

per thousand feet board measure $100,20

For the time in excess of twelve (12) actual treating hours required for treat-
ing mn;prial covered by paragraph C-2, per eylinder per howr or fraction
thereof : $5010

For the treatfent of all piling, poles and other similar meterial whieh
requires a time duration not longer than twelve (12) actual t reating hours,
the Creosotihg Company being given the option of treating quantities of

less then & full cylinder charge elther separately or combined with
commercisl mmterial, per cubic foot $0014

Por time in excess of twelve (12) actual treating hours regquired for treating
meterial covered by paragraph D-1, with the understanding thet where material
is trested itn the same charge with commercial material the time over twelve
(12) actual hours will be pro-rated between the Railway and commerclal mater-
ial in the proportion that the volume of the material of each bears to the
total volume in the charge, per cylinder per hour or fraction thereofs.$5+10

The prieces guoted in paragraphs D-1 end D-2 are predicated on the Railway
Company having its own stoecks of piling available for treatment. In the avent
the Railway Company does not have a stock of piling available for treatment

the Railway Company shall have the option of purchesing matreated plles at |
mutuelly sgreeable prices from the stock of the Creosoting Company, OI puré e
chasing treated piles which meet the Railway Compeny's requirements from the
Creosoting Company at its current commercial pricee v

In cases where it is found, on aceount of unseesoned conditions of materilal,
or other conditions not the responsibility of the Creocsoting Company, an
unsatisfactory treatment has been obtained and the Railway Company inspector
considers it advisable to segregate and re-treat all or any portion of
cylinder charge of piles, it shall be done at the following rate for each
re-treatment in addition to the prices mentiomned in peragraphs D=l and D=2:
(a) Two cents($,02) per cubic foot for piling, poles snd other similar
meterial retrested. It is understood that entire eylinder charges returned
for continuation of treatment without segregation of any part of the material
shall not be considered as coming under the provisions of this E-la

e




For storage of treated cross ties after treatment and subsequent Aoading
on cars, in addition to prices A«l, A-2, A<3, per tue $0.01

i;r storage of treated switeh ties, stacking lengths separately and sub=
squent loading in accordance with the Railway Company's instructions for

shipment, in addition to prices B~l, B-2, and B-3, per thousand feet .
board measure $0.60

For inecising sewed material other than cross ties and switch ties ineluding
all handling not included under paregraph C~1, 0-2, C-3, necessary to ‘
accomplish it, per thousand feet board measure $0.50

For other handling at the plant site, framing of timber, etc., as from time

to time may be requested in writigg By the Railway Company, shall be paid for

at actual eost to the Oreosoting Company, plus ten (10) per cent to cover

supervision and profit,

XIX. It is understood and agreed that the prices quoted under Seetion XVIII,
paragraphs A=l, A-2, A-3 and B-1, B-2, B-3, cover the unloading from railroad cars
or barges, handling to the seasoning yard or to treating trams before treatment,
moving them to boring, adzing and incising plant, boring, edzing and incising cross
ties end ineising switch ties; moving to cylinders, treating them and loading them
from trams $o railroad cars; and further that prices guoted under paragraphs C=1,
C~2, C~3 and D-1, D-2, D-3, cover unlosding meterial from railroad cars or barges
and rafts, handling to seasoning yard or to trams, moving to treating cylinders,
treating loading from trams on to railroad ears. The prices in Raragraphs A-B-C-D -
apply to treatment of both air-seasoned and artificially seasoned material,

The "actual treating hours™ is considered to be the actusl normel time occupied
while the ties or other materials are in the cylinders in the process of treatment
as shown by the treating records. Delays caused by failure of the Crecsoting Company's
equipment, low steam pressure, etc., shall be deducted when computing overtime charges.

Where material of the Railway Compamny is treated in the same charge with commer-
cial material as prowided for in Seetion XVIII, paragraphs C-1 and D-1, the Railway
Compeny's stock of presérvatives shall be charged with the cadoulated quantity required
to treat 1ts portion of the mixed load,

XXs The Creosoting Company egrees that, in case it, during the period of this
agreement, mekes oontracts with other reilroads directly or through their egents, for
the treatment of forest produets at priges lower than those scheduled in this agree~
ment, then such lower prices shall become immedisately effective in this contracts

XXI. The Railway Company will, on or before the thirtieth day of eaeh month,
pay to the Creogsoting Company all sums owing to if #t the end of the next preceding
calendar month, upon proper bills, certified by the Railway Company representative,
rendered promptly by the Oreosoting Company to the Railway Company »

XXI1. This agreement shall be effestive as of January 1st, 1937 and shall
remain in force for & period of five years, and continue theresfter until cancelled
by elther party giving one year's writtem notice to the other party. The effective
date of cancellation shall be es of December 3lst following the year's notice. The
earliest date of the year's notice of cancellation shall be January lst 1941, It

1s understood and agreed, however, that any forest productes on hand for tredtment
at the termination of this contract shall be earried to treatment completion under
the provisions of this ‘sgreement,

XXIII.This agreerent shall inure to the benefit of and be binding upon the
parties hereto, their respective successors and asgigns,

IN WITNESS WHERROF each party hereto hes caused this instrument to be signed
by its propser of{icial end its cerporate seal is hereto affixed and attested by
its Secretary, in duplicate, the dey and year first above written. !y

NORTHERN PACIFIC RAILWAY COMPANY
By

WEST COAST WOOD PRESERVING COMPANY
By :




ExIE]? "A" ATTACHED AND A PART QF CQONTRACT DATED BETWEEN THE
NORTHiN PACIFIC RAILWAY COMPANY AND THE WEST COAST WOOD PRESERVING COMPANY.

Specifications covering the seasoning and treatment of cross and switeh ties,
timber, lurmber and piling.

Seagoning

l. Green ties, timber, lumber and piling will be delivered by the Rallway Co,
at the plant of the Crecsoting Co. The Creososing Co. will unload all material and
pile same for storage and seasoning, using a spacing which local experience indi-
cates iz the most favorable for efficient seasoning., Material shall be stored on
non-decaying sills end the ground must be kept free of weeds and vegetation or
fungus growths which would be injurious to the timber.

2. Material shall be permitted to remain in the seasoning yard untlil the Rail=-
way Company representative considers it suitable for treatment. It is the intention
to season material to a point where it can be successfully treated, without artifical
seasoning, to obtaln the desired penetration,

%, The Creosoting Co, shall save all car gtekeas, separators, ete., recelved
with incoming material and meke use of same for separators in seasoning, staking
outgoing loads, ete. ’

Boring, Adzing and Inecising

4. Before treatment all cross ties shall be bored for spikes, adzed for
gseating tie plates and ineiged by Greenlee Brothers or other approved mechine., The
incisions are to be not less than three ‘querters (3/4) of an inch in depth and so
spaced as to permit a uniform distribution of the preservative to the depth of the
inecisions., The Railway Co., shall furnish plans showing the boring specing required
for the different sections and slso the dimensions of adzing areas.

5. Incising of switch ties, timber and lumber will be optional with the
Railway Company.

Preservetives

6. The preservative for ceross and switch ties shall be a 50-50 mixture of
creosote and petroleum oil. The creosote shall conform to the /merican Railway
Engineering Associstion specifications for Grade I Creosote Oil and be thoroughly
mixed before using with California Crude 011 with an asphaltic base, For timber,
lumber and piling the preservative ghall be straight American Raillwaey Engineering
Asgociation Grade I Creosote. The Railwey Company may from time to time change the
proportions of the mixture treatment or the specifications for Creocsote and 0Oil,

Moisture Content

7. All material to be treated in any one charge must have approximately the
same moisture content,

Material Sizes and Stripping

8. Material four inches or less in thickness mst be treated separately from
timbers of a greater thickmess., Sufficilent strips must be placed between tiers in
any case where, in the judgment of the Inspector, stripping is necessary to afford
free circulation of preservatives around each piece,

Artificial Seasoning

9. When material has not been air sessoned, it may be artificlally seasoned,
at the option of the Railway Co., in the treating cylinders by boiling under vacuum
at temperatures ranging from 180° F, to a maximumg of 200° ¥, as follows:

10, After the material 1s placed in the treating cylinder, presermative heated

to about 160° F. shall be admitted until the material is completely immersed. A
vacuum shall then be created and gradually raised until e minigum of 20 inches is

-l




reached and this vacuum is to be maintained until the condengation passing off
from Zhe timber and accumulated in the hot well of the condenser does not exceed
one=tWhth of a pound per cubiec foot of timber in charge per hour,

1l. After the completion of the seasoning period, or bath, Paragraph 12,
upon breaking the vacuum the preservative shall be immediately drained completely
from the treating eylinder. This draining need not be done in case the water con-
tent of the preservative in the cylinder is not objeectionable in the opinion of
the inspector.

Preparatory Bath for Air Seasoned Material

12. All thoroughly air seasoned material mmst be held in a hot oil bath for
a period of 2 to 8 hours at a temperature of about 180° F, in order to obtain the
necessary absorptlion without the use of excessive pressure for & long period of
time,

Treatment
13, Empty Cell Process without initisl air pressure shall be used.

Injection of Preservative Under Pressure

l4. ‘Following the heating or the artifieial seasoning period, the cylinder
shall be filled with Preservative and pressure applied as required to a maximum
of 160 pounds per square inch snd maintained until the specified penetration or
final absorption of preservative has been obtained., The meximum pressure in the
case of cross and switch ties shall be 150 pounds per square inch. The temperature
of the preservative during the pressure period shall be as high as possible, with
a minimm limit of 160° P, and & maximum of 200° F,

15, After pressure is completed the cylinders shall be emptied of preservatives
and a vacuum of 2t least 25 inches of mercury promptly created and meintained for
a sufficient period of time to free the material of dripping preservative,

Penetration Cross and Switch Ties and Piling

16. The minimum penetration of preservative shall be 3/4 of an inch. Represent-
ative ties from each charge must be tested for penetration, and at least 75% of the
ties so tested must show the asbove specified minimum. In determining penetration,
1light discoloration of the wood fram treatment shall not be considered.

The minimum penetration on every pile shall be not less than one inch of black
oil.
|
Penetration Timber and Lumber [

17, The average depths of penetration for the specified amount of preservative
ghall be as follows:

Size 12# 14# 164

Zexlg® & 4"x12" - e «50 inch
g*x1a" +90 inch »5D inch +69 inch
12%x12" & larger 75 inch «85 inch 1.00 inch

The penetration must be based on black oil, Representative pieces from each
charge rmust be tested for penetration and at least 75¢% of these pieces so tested
must show the above specified minimum,

Penetration and Fiial Retention = General

18. The penetration rather then the final retention of preservative shall
govern as to the acceptance of treatment. The preservative finally retained by cross
and switch ties shall be as nearly as possible 7 pounds per cublec foot of timber.
For piles the retention ximt to be similarly 16 pounds per cubie foot of timber.

For timber and lumber this pehetration is likewise outlined in paragraph 17. The
treating plant shall be provided with the necesaary gauges, measuring devices and
appliances required to observe and record the gross and final retention of preserv-
ative in order that the Rallway Company may be assured of obtaining the minimm
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specified penetration with the minimm amount of preservative.

jk. At the option of the inspector the total final retention shall be deter-
mined by weighing sufficient representative material for any charge before and
efter treatment and making necessary corrections for loss in iis molsture content.
These checks as well as those from gauge readings shall be used as epproximate
checks against the preservative charged to the Rallway Company. The Rallway Co.
may change the miniymm penetration requirenents from time to times

Retreatment

20, If the penetration or the final retention of preservative should be
found unsatisfactory, retreatment of continuation of treatment may be required.
In esse the unsatisfactory condition is due to the Tault of the Creosoting Company's
equipment or methods, the extra cost of treatment shall be at the expense of the
Creosoting Co. In case gegregated material or the entire charge is returned to the
eylinder for additional treatment, the additional treating time shall be considered
continuous with the original treating time, The additional treating time shall
begin after the normel cylinder temperature and pressure have been restored.

Damaged Material

81, Material demaged through improper treatment or handling by the Creosoting
Company shall be paid for at the invoice cost of the material to the Rellway Cos
Water bursts and heat checks shall be considered evidences of improper treatment.

General Conditions

22, The foregoing specified operations mmst be continuous without idle periods
between the various stages of the process.

2%,  All holes bored for test purposes must be plugged with creosoted plugs
furnished by the Creosoting Co.

24, All material must be handled with care, particularly after treatment, so
es not to demapge the edges or break through the ereosoted shell, exposing untreated
wood, Sharp pointed tools, such as canthooks, pesvies, plckaroons and crowbars musy
not be used except in the ends of timbers. Damaged material will not be accepted,

28, The Creocsoting Co. shall maintain the necemsary thermometers and gauges
to indicate and Tecord accurately the conditions at all stages of treatment, and
gll equiment shall be maintained in a condition satisfactory to the Rallway Co.

26. The Creosoting Co, shall permit the Railway Co. inspectors or represente
atives to moke all necessary tests of material and equipment pertaining to work
covered by this specificetion, end shall cooperate in the making of such tasta.

27, The Creosoting Company shall furnish for the use of the Railway Co.
inspectors or representatives, all necessary laboratory supplies and fecilitles
for meking tests required by thls specification.
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Mres Blunse«2 Sept. 25, 1956,

roqui&\ine; any guarantees of ninimgn volume s was necessary for obvious reagons

in the present contract. The gontractor's lebor costs at present are higher than
they were in 1929 by reason of certain labor schedule regulations, and there has
aince been introduced a number of State and Federal taxes which increased his costs.
The contractor owns two plants; the one at Bagle Harbor having six eylinders, was
designed originally for treatment of piling and timber. About ten years ago they
took on trestment of ties and tirber for the Milwaukee Road. The Milwaukee Road
barges the ties between Seattle énd Eagle Harbor. These ties are all delivered
green and are sessoned in the eylinders. The Sesttle plant is devoted to the
Northern Vaeific eontract, and the treatment of mterial in transit for movement
by rail to the enst, as well a8 a eonsidepable volume of business delivered locally
by truek. The contractor has treated gonsiderable more ties and lumber for the
Milwsukee then has been handled under the Northern Pacifie gontract. This bus-
iness will eontinue in the future. The eontractor, therefore, iz not in a posi=-
tion to make any mmterial reductions in the rates to the Ne Py without likewlse
redueing pnices to the Milwaukee,

The contrsetor hns developed an excellent yard and handling facilities
for storing and seasoning of ties, If the N. . contract is not continued tiis
fagility would be well adapted to handling forest products for treatment end ship~
ment to the Orient, or comstwise wovement. A large inerease in this character of
business has been sntieipeted but may not materislize for a long time to come.

The present contract has been advantageous to the Ne ¥4 because of the
ideal seasoning conditions that exist im this lo antion and the eccnomic coat
comparisons as to treating at owr own plant a% Paradise. The contract has been
advantageous from the standpoint of our being able %o have ties treated from
geasoning stock st any time on ghort notice, & situation which we cannot meet to
the same degree in our own plant.

I am attaching hereto tentative draft of contract prepered to definitely
outline the contractor's proposal and represents no comuitment by el ther party
until properly executed. The contract requirs no obligation with respect to
minionm smounts of material $o be treated. We can offer any cmount we choose
except thet we would be obligated to offer the contraetor any material used in the
territory tributary to this plant not reserved for treatment in any of our own
plants.

The schedule of prices mskes & reduction of 25¢ per MFRM in the treat-
ment of eross ties and lumber other then cross ties and switch tles. The $6.828
price likewise applies to the treatment of gress crosa ties snd switch ties handled
direct from the cars through the plant and back on to the cars for loading out+. The
extra cost for oylinder time for treating cross tles and switch ties beyond the
first 12-hour periocd has been eliminated, If we should elect to treat pertially
sossoned cross tles and switch ties teken Irom gsensoning otock the coat will be
36.25 per MFEM plus compensation to the contraetor for having unlorded and stacked
these tiea for seasoning. This amounts to 45¢ per U for cross tles and 60¢ per
MFEM for switch ties.




Mr, Blum...3 ' Sept. 29, 1936.

& By far the largest portion of the contract deals with cross ties and
switch ties, Statement #8 shows that from the astandpoint of volume these two
items constitute 93.8 percent of the totel, OStatement {11 shows that from the
standpoint of cost, cross tlies and switch ties acocount for 88 percent of the
total for the period from the beginning of the contrset up to August 1, 1936,

On Staterent 710 I have attempted to estimnte roughly the probable
treatment requirements in the territory tributary te this plant for the next
ten year period, This has been worked up from the best data available &s to the
nusber of untreated ties still in track in that territory after the current year,
and the eatimnted renewal of treated tles in track, and approximate estimate of
switch tie, piling and %imber likely to be treated., This shows an average of
approximately 800,000 ties per year. The decrease in prices under the new
gchedules applied t0 the quantities of Statement 710 show & redustion of about
$50,000, The reduction based on cross ties and switch ties only is 5.5%. The
reduction hased on the total material covered by Statement 10 is 4.6%.

The price scheduls on treatment of piling has not been changed. The
schedule is reasonsble for the trestment of seasoned piling. Our piling require~
ments have been so uncertain that we heve not been able to carry a stock of
sessoning piling in anticipation of the rsquirements, so that we have gredually
worked sround to purchasing trested piling from the contractors I can see no just-
ification fram the present indlcations for our attexpting to carry & seasoning
stoek of piling in view of the arrengements which are outlined in the proposal,
The treating of piling 18 & large proportion of the contractor's business snd they
generally have invested about $200,000 in seasoning piling stock to meet current
orders. The prices which they charge commerclally are based on & campromise be-
tween the cost of treating green and seasoned piling, The proposal is based on
our purchasing from the contractor treated plling at the current comercial prices
vhich are fixed by the competition in that loecality. These prices are subject to
check from time to time from the contractor's records and we are therefore in a
position to obtain the prices dictated by the local competition from time to time
and that is the most advantageous position we could hope to obtain under any cire
cumstances and we still have the privilege of avalling ourselves at any time to
such economic advantages as may acerue from meintaining our own supply of green
or seasoned pilling.

The contractor uses foreign creosote delivered by boat to his large
storage tanks and it hag been our practice to purchase from the contructor such
creosote as we may require for the treatment of our material, This has worked
out to owr advantage because the foreign creosote has been of a better quality
than the domestic supply and at a lower cost, There has also been the inecidental
advantage to us because under this arrangement the contractor assumes all tho
loss from evaporation &nd the gradual asccuwmlation of sludge. The contractor
uses forelgn erecsote by reason of 1ta lower cost and the fact thet the foreign
oil, containing lower percentage of henvy residue, mekes for cleaner treusted
materisl which is an essential in the campetitive cormercial treatment market.




Mr, Blum...4& Septe 35, 1956 .

The contractor 1s not agreeable to mixing domestic crcosote which we may furaish
in his storsge taniks. The proposal, however, does provide that the contractor
will set sside a 300,000-gallon storage tank for owr use in case we should de-
eide to provide domestic creosote delivered either by rall or by veasel, In view
of this, the oreosote situation has no bearing on the acceptance or rejection of
this proposal, and we omn use domestic ereosote if for any reason that should be
degirable. The comparative crecsote costs are shown in Statement 74

The Milwaukee, whose ties are treated by this same company at Esgle
Harbor plent, likewise furnish the preservative and they have under the same
arrangenents as prevall with us purchased their creosote fron the treating
gompany. The M{lwaukee have been approached to use domestic ereosote instead
of foreign oil, and after an investigation of all phases of the sublect they
deoclined to chenre thelr practice. The Southern Pecific likewise use foreign
oil, delivered by vessel on the Paeific Coast and shipped to thelr plant inland
by reil. The Skada Yo, years sgo, used foreign oil but in recent years they have
purchesed domestic ereosote delivered by vessel st Hational City eand Galveston
and shipped to their inland plents by reil, The Santa Fe oreosote gpecifications
however require a creosote with & considerably less resldus thun we have heraeto-
fore used,

The costs of treatment at Paradise,in a more pronounced menner than
existed ten years ago, dictate the plane of comparison for coniract treatmant
at Seattle. OStatement 1= A ghows the cost of treatment, the cost of ties and
incidentel cost for ties treated under the proposed contract, OStatement #3
ghows similerly cost of Imland Empire ties treated at Faradlae gend shipped to
the Coast. These two statements, of course, take into consideration the diff-
evence in the untrested tie costs. At preaent there is u differentiul of 1
per MFEBM{, These two costs are sssentially the same. These gomparisons use the
normal figures of out-of-pocket transportation costs for hauling company mnterial.
It is not necessary here to discuss the reasons for the assumptions made in deter-
mining out-of-pocket ocosts, There is always an unknown element dealing with the
fluctust ing car supply situation which is importent in long hauls. I should ecall
attention to the soriewhat indefinite asswmptions which it has been necessary to
make on the extra cost of hauling ties through the joint account territory south
of Seattle, utilized in the pet~-ups for the 3t, Helens plant, in the next ettached
memorandwi. Stetement #3 shows the probable cost on the same besis of using Coast
Douglas Mr tles, shipping them to Paradise for treatment and returning them to
the Coast, This is G.D3¢ in excess of the proposed contract cost and would amount
to shout $13,000 per year in inereased cost. This would obviously be somewhat
aboprmml method of hendling ties by reason of the long esstbound hsul end night be
particularly troublesore in periods of car shortsge.

The contractor is sgreeabls to contract on a year-to-year basis, He is
not willing to sscept & ten yerr contract, by reason of the upward $rend of corm-
odity and labor costs. The gontractor, however, will agree %o & contraet for a
five year poriod. In view of aull the circumstences I consider the proposal as very
setisfactory and sdvantsgeous and therefore recommend its geeeptanese on the haskis
of & Tive year period, .

L. YAGER.
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ls Cost of green ti 3 FBM at 3§ ,.4460
2., Sales tax at 2% on 0067
3« Cost of contract treatrent ...GDO
4. Cost of creosote 1.35 gallons at $.1326 1790
O« Cost of petroleum 1,65 gallons at J.02 « 0347
6. Treating supervision, 33400 .«0080

ub Total e 9364

interest on rat )
350,680 at 5 mon 51§ ) ). 0054
Taxes on preser et
$86,525 at 324 x .odam +0010
seasoning ties
at 32% x 0355 +0052
seasoning tios
5 = 12 months _s0273

»« 0389

Haul on green ties, aversge !
125 1t 18 at 56003 ;.O‘L',?B
Haul trected tie average ul 100 mile
130 1lbs, at §$.00225 _s0146
; v 0424

Direct Costs 3.93864
Interest and Te 0389
Indirect items, Freight _e0424

vl.0177

Seattle, Wash.
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Cost of green tie, Dougles fir, a37-1/2 FRM
Salas tox at 2% on 75%
Cost of contract treatment, at $6,20
Cost of creomote, 1,35 gal, x $.1326
Cost of petrolewnm, 1.65 gal. x $.021
Treating supervision, 52400,

Sub Total
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$4480
+0067
«2331
« 1790
0347
« 0080
#9095
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1, Interest on preservatives, $52650 x 63 o for 6 months,
.ullS’?g.OO

preservatives, $26325 x 32% x ,0385

seasoning ties, $.4547 x 326 x 0355

on seasoning ties, $.4547 x 6%, 12 months

5ub Total

Taxes on
Taxea on
Interest

ECT ITEMS, FREIGET,

ELCa3

1, Haul on green ties,
125 lbs. x $.003
Haul on treated ties,

130 lbas x 300285

average haul 148 miles,

$.0278
8. average haul 100 miles,

0146

Sub Total $e0424

SUMMARY :

Direct Cost of Ties and
Interest and Taxes

C. Indirect Items, Freight, Etc.
Total

Treatrent 390956
0389
« 0424
$9908

As

n
o' @

\8st, Chiefl Engineer
8t. Paul, Minnesota
Septerber 17, 1936w




Statement

o -y Y o m DADANT
‘i...n....r.! INLAND EMPIRE TIES AT PARADI

ORY. BASED ON 300, (.,:00 TIES FER

-

ANT ¢

L of green tles 37-1/3 FBM at 13, $.4850
of treatment (direct items) + 3531
of treatment (indirext tax) «0037
Coat of treatment (indirect overhead eate,) 0236
Jub Total ;.Bbu4

Interest and depreciation on investment (3$.0220)

nterest on sensoning ties, $.,485 at 6% - 12 month 30291
'axes on seasoning ties, $.485 at 1.63% 0079
Sub Totel +e 0370

"f"‘h“'v O T L NV .
4587 g DAL HlUe 3§

on green ties, average haul 146 miles,
28 lbs, at 3.003 v 0274
treated tles, average haul 662 miles,
940015 20645
3ub Toteal x,v..gl:)

Direct Cost 3 8654
Interest and Taxes +0370
Indirect Items, Freight, Ltec, «0919

::.,;0'5 E&l we 99["’,:“)

A% Seattle, Wash,
“nﬁuﬁt 30, 1936

levised St. Paul, Minn,
' ,gi,emwer 17, 1936w




Statement 73

ESTIMATED GOST OF

¥ My SWw T
C 51

e 12890 R & N L i SR R o

(EQUIVALENT 7x8 - 8!

ﬁﬁ@l“ﬂa:u\ﬂL i AND SHIPPING
\WSED ON 300,000 T"h 5 PER YEAR,

DIRECT COST OF TIES AND TREATMENT

ls

«
Re

S
4,

Oe

Cost of green ties 37-1/3 FAM at 312,
Sales tax - does not apply
Cost of treatment (direct items)
Cost of treatment (indirext tax)
Cont of treatment (indirect overhent ete.)
Sub Total
and depreciztion on investment ($.0220)

74480

s 3031
+0037
+ 0836
38584
Interest

Interest on seasoning ties §.448 at 6%, 12
Texes on seasoning ties $.448 at 1.65%
jub. Totel

months 2+0269

00758
2003428

wYn W Triom s
/.&»“14. f ‘._,-u.-,-... L.‘,u.a

o) Y
& L Ll !.D [

2

fiaul on green tles,
185 lbs.-at 3,008

Haul on treated ties, average
130 1lbge-at 3.0015

average

miles

Sub Total

Direct costs
B, Interest and

At Seattle, Aug. 30,
Revised, 5%. Faul,

ioptember 17, 1936w

taxes
Ce Indireet items, freight,

elc.
Total

Qs

JO0

:‘riﬂﬂn #

we 8204
0342

-L-?'w\.)




Statement #4

RSTIMATED COST OF TREATING TIES, NORMAL PROGRAM, AT PARADISE,

r‘;::;‘n-:n on 450, 000 TIES PER YEAR. (K« ,_lmn LEND 7x8 - 8')

(A) DIRECTLY ASSIGNABLE ITEMS ¢

% \peosobe 1.35 gal. 2t 3,188 plus Co. freight $.008 91838
Petroleun l.65 gal, at $.021 plus freight $.,0279 «0460
Unloeding and cross piling «0200

4, Loading for transfer to machines «0140

§. Handling through machines «0180

6. Lomding for shipment «0120

7. Tuel, coalk at $1.10 per ton, plus Co. frt 3,0015 «OR10
8, Plant labor (operation and repeirs) -plbl'}'.,.()d. + 0837
9, Supervision (local) } 3801.90 0084
10. Supervision (general) 3 D144,.76 «0112
11, Material and supplies «0049
12. Maintenance of tracks and bldgs., @ 2500,00 +0065

gub Total ¥ 5683

INDIRECT OVERHMEAD ETC,:

1. Interest on investment $185,534 x 6% ($11,132,04) $.0247
Depreeiation on plant $189,354 x 3% (§ 5,580.62) +0120
Taxes on plent, year 1935 - §280,73 +0006
Insurance on plent, 1985 premiwm, $147.57 : +0003
Interest on preservatives $90,450 x 6% x 1 mo.($4562,28) ,0010
Taxes on preservatives - included in (3) -

Insurance on preserveatives = Included in (4) -
Sudb Total 20386

Federal Retirement Act, 3-1/2% x Payroll($.1173)

SUMMARY :
e

Direetly Assignable ltems
Indirect overhead, otc,
Indirect Taxes

At Seattle, Wash., Aug. 30, 1936,
Revised, 5t. Paul, Minn,
September 17, 1936w




Statement ;5

A

ESTIMATED COST OF TREATING 11‘.3, NORMAL PROGRAM OF 450,000 TIES
PLUS 800,000 SEATTLE TTES AT PARADISE, TOTAL 750,000 mIT“
(EQUIVALENT 7x8 - 8')

(_lu) D LLLAJTT-L AS: JJ(' WA JLJL I’I‘}‘“l}:

1, Creosote 1435 gal. x $0.,128 plus Co.frt. $,008
2, Petroleum 1465 gal, x $.021 plus Frt, 3.0279
3, Unloading end cross plling

4, loading for transfer %to machines

6. Handling through machines

6, Loading for shipment

7, Puel, conl at $1410 per ton plus Co. Fri. $.0015
8. Plant labor (operation and repuir) $21,110.64
9. Supervision (local) $ 3,961,05
10, Supervision (general) 5 5,144.76
11+ Materizl and supplies

£+ Maintenance nf tracks and bldgse $ 2,500,00

Sub. total

:::’I {.'acr" ’Nf ‘("‘ AD l;-a. s

1, Interest on investment, $185,534 x 6/ ($11,132,04)

2. Depreciation on plant, $179,354 x 3% (§ 5,380,62)
3. Texes on plant, year 1935 -~ $280.73
4, Insurance on plant, 1935 pramium, $147.57
5. Interest on preservatives, $90,450 x 6/o
6. Texes on preservatives - included in (3)
7. Insursnce on preservatives - included in (4)
Sub total

INDIRECT TAXES:

, Federal Retirement Act, 3-1/8% of payroll ($.1043)

Directly asasignable items
Indirect overheed, etc,
Indirect Tax

Total Cost

Seattle, Wash,., iug. 30, 1936
Revised, St. Paul, Minn,
September 17, 1936w

$.1836
+0460
+0800
«0140
«0180
0120
«0110
«0881
0053
«0069
«0048

«0033

'i:‘ L 5531




Stetement #6

ESTIMATED SEGREGATION OF COSTS TO CONTRACTOR ON TREATING MATERIAL AT
*l SATTIE ." ANT, Mu( CROSS TIES ONLY., BASED ON AVERAGE OF 300,000 FGSe
7xB - 8' TIE EQUIVALENTS FER YEAR,

Contract price #6,50 per M. for 12 hr, treatment is equivalent to
3,243 per tie (7x8 - 8')

Aetusl price paid contractor for treatment of all creoas tles to
August 1, 1936 was $,2600 per tie covering all additional
charges for overtime,

DIRECTLY ASSIGNABLE COBTS:
1, Unloading snd stacking green ties $«01125
8+ Removing seasoned ties to conveyer «00250
3¢ Conveyor work 00250
4, Boring, adzing, incising end charging retoris «00800
5« Loading out treated ties for shipment «00625
6¢ Muel - steam power «02000
7+ Plent labor - operation and repairs «02100
8, Material and supplies, $track and bldg. maintenance +01580
Sub Total 2. 08840

DIRECTLY ASSIGNABLE TAXES:
1. OState Industrizl Tax and Worimman's Compensation,
$+0215 per hour $+0017
2., TFederal Soclial Security Aet, 2,1% of Labar «0011
3, DBusiness and Occupstional Tax, 1/4% on Gross Business _,0008
Sub Total 50036

OVERIEAD, ETC.:

1. General and plant supervision $.0120

2, Amortization of plant, $300,000 in ten years, «1000

3, Interest on investment, $300,000 x 6% +0330

4, Taxes on plant +0120

5. Insurance on plant +0010
Sub totel »+ 1080

Y
‘! A-.-‘\

As Directly Assignable Costs #0884

B¢ Direectly Assignable Taxes «0036

Ce O'VGI‘hBU.d., etc, + 1080
Total #2500
Payments recelived »2600
Profit ,.OJ.UO
Profit Percent of cost 4%

Seattlo, VWeash., Aug. 30, 1936,
Revised St, Paul, Minn,
3eptember 17, 19.)0




J A.te Ollt i 7

T T

s AT

PETROLEUM FRICES BASED ON QUOTATIONS CURRENT

Lehigh, 20% x $.11-1/2 $.0230
Domestic, 80% x 3,13-1/8 » 1050
Average cost per gallon #1260
Company freight, 3%, Paul, at $,0015 = §,0088 at 80% +0070
Company freight, Lehigh, at $,0018 = $,0051 at 20% «0010
Total cost, average company freight +0080
Total ¢ D.-;;, 11’10}.. corpany he*guf (J }"1“5 (U) + 1360

st J I AMYITR »
571 I—J.\;IVT.M. '1' Y PN gl g O

Yoreign oil at $413
Washington sales tax at 2p
Total cost delivered

o T 1 T
ROLEUM AT PARADISE!

Y.l Ls e

ls, Coat of oll at ,’\.021 $+0210
2. Company freight 7.87 lbs., 5684 miles, at $.008 +0069
3, Total cost $.0879

PURCHASE DOMESTIC CREOSOIE OIL ¥OR SEATTIE CONTRACT:

l. Fronm sources, Chicago and East $e 12375
2, TForeign line freight propn. Chicago to Seattle 01507
3. MNP, haul, 5t, Yaul to Seattle, 1904 miles at $.00L5 01241

Total cost in N« tank cars $el51R3B

Coat of creosofe purchesed fronm saie sources, hauled in
sallers' sars and Rallway Company paying mileage on cars  $,15819

(D) set up from prices furnished by Furchesing Department,

Seattle, Wmgh., Augs 30, 1956«
Revised St, Paul, Minnesota
September 17, 1950w,




Statement #8

STATEMENT OF MATERIAL TREATED UNDER CORTRACT AT SEATTLE

Piling &
Timber

Switeh Tie
FEM i

Year - No. Tias Ties FIM TOTAL FBM

FHEM

1937

1928

1934
1935

1936*

176,045
468,251
405,893
262,784
223,030
244,855
102,963
246,455
112,276

276,588

8,572,346
17,480,628
15,153,357

9,810,608

8,326,453

9,118,853

8,843,952

9,200,988

4,191,637

10,385,727

595,602
1,0636188

1,262,814

1,240,848
719,964
560,868
653,100
617,064

1,448,034

1,805,958
1,303,680
533,988
637,434
458,094
438,816
366,786
240,072
469,812

484,764

8.9

8,973,906
19,847,490
16,950,139
10,448,036
10,025,395
10,277,633

4,771,608
10,094,158

5,278,513

4.0 18,258,525

TOrAL 2,

518,514

94,024,515

3’ 161."‘1'82

6,739,404

6.2 108,925,401

1836

340,000

12,693,322

500,000

13,193,323

TOTALS 2,858,514 106,717,837 8,661,482 MR 88

*Includes up to August lat, 1936,

Seattle, Wash,.
Auguast 30, 18506w"




* Statement #9

caf} \’IDOlE OF UNIT }RICES :"OR TmJ\ThD c Hb\) L-._MJ’ ».h;m!'l TIEB’ Tnm’ m.’
AS BETWEEN TR NORTHERN PACIFIC CONTRACT WITH WEST COAST WOOD PRESERVING CQ.
AT SEATTLE, AND THE GREAT NORTHERN CONTRACTS AT HILLYARD,

N.FP.Conts G.N.Cont. GellsCont,
Jan 1'2%7 June 1'36 Juns '26

Cross ties, Douglas or Inlané
Fil‘, Ft. B, $6.50 38-96 38.33
Cross tiea, Douglas Fir,
equivalent 7xB8-8' +2407 3019 » 3085
Cross ties, Tamerack or Larech, ¥FBM 6,90 7.98 835
Cross Tiea, Tamarack or larch, pr.Tie ,2407 #2933 « 3085
Gross ties, Lodge pole or Ponderosa
iine, T“t. E»{ 6.50 7.50 8433
Cross ties, Lodge lole or Ponderosa
Yine, per tle o 2407 22777 « 3080
Switch ties, Fir end Larch, FEM 8,00 12,00 1200
8, Switeh ties, Pine, FElM - 10,00 12,00
9., Bridge timber,lumber, Fir & Larch,FEl 10.45 12,00 12.00
10, Bridge Timber Lumber, Pine, FIM - 10,00 12,00
11, Piling, Fir & Lareh, per cu.ft. 14 10
12, Jilin(:, cedar, per cu. I't, - o 14
13, Piling, pine, per cus. ft. - +13
14. Cross ties, green, FEM (fir) 7.582 10.62
15, Cross tles, green, per tie (fir) « 2785 « 3933
16. Switch ties, green, FBM (fir) 9.08 13,66
17. Bridge tirber lumber, green,FBM (fir) 11.47 13,66
18, Bridge timber lumber, green,
(usual lots fir) ¥ 11.72 13,66
15, Bridge tirber lumber, green
(small lots fir) FEM 13,05 13,66 -
20, Piling, green fir, per cu.ft. «2012 L7 -

Note: Item 18 based on 30,000 FBM or over., Item 19 based on charges less than 30,000
FBi, Ttem 20 based on treating green piling requiring total cylinder time 42 hrs.
The eopy of G.N. June 1926 contract is not complete 28 to schedule of prices.
Note: GN June 1, 1936 contract provides that contractor shall pay to the GN rental
for plant of $50,000 per year in case G,N, offers for troatment 1,750,000 cu, ft.
or Pl 000,000 FEM, This equal to 561,736 cross tles 7x8-8'. The reuthl therefore is
equal to about 9 cents per tie. The GN guarantees to offer for treatment 1,500, 000
cu.ft. per year., In the event less than 1,750,000 cu.ft. is offered the rental drops
to $35,000 per yesr. A rental of $35,000 applied to 1,500,000 cu.ft. of cross ties
is equal to 482,312 pes. 7x8-8' ties or 7.2 cents per tie.
The G,N. contract provides that the G.N. shall, in addition, assume the cost
to the contractor of all taxes, contributions, or assessments imposed by Federal
Soeial Seeurity Act or any similar acts in the 3tate of Wnshington, etc.
The N.F. Seattle contrasctor has en investment of sbout $300,000 in treating
plant snd seasoning yerd. The depreciation charge based on ten-year period is
ten cents per tie.
SEATTIE WASH,
AUGUST 30, 1936w
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Staterent #11

SUANTITIES OF MATERTIALS TREATED AND AMOUNTS PAID SEATTLE TREATING FLANT 1927 TO AUGUST 1, 1936.

CROSS TIES SWITCH TIES LUMBER PILING
AT, : AT, : AT, ::LIN. AMT, :  TOTAL

YEAR M, FBM PAID % : M. FEM PAID % : M.FEM PAID % : FT. PAID % : PAID

1927 7,156 $ 48,072 53 596 § 5,837 361 $11,057 12 83,325 $26,077 29 $ 91,043
1928 18,576 124,687 80 1,063 10,536 511 5,212 3 66,380 15,503 10 155,938

21,835 5,409 126,603

1929 15,985 105,512 83 1,263 12,208 301 3,476 3

1930 10,278 67,658

1931 8,496 56,158 1,241 11,857 319 7,020
1932 9,583 62,924 720 6,480 197 2,545

6,847  1,2558 76,290
3,611 848 72,797

1938 4,019 26,263 561 4,814 190 2,484 8,415 1,459 35,020

1935 4,343 28,418 617 4,957 110 1,525
1936 11,137 72,852 1,240 10,499 180 2,335 - - 85,686
TOTAL 99,163 $655,142 7,954 $72,514 9 2,727 $45,120 6 900,241 $52,501 $825,677

- - 34,900

9
4
7
1934 9,590 62,598 653 5,328 38 08 1 1,290 274 68,708
4
S

Avge per m %.Gl MR 39.12 lf.mﬂ $16 055 :;1]‘1.}%0 3.26

Avge Cost
per Tie :.26

Asgt. Chief Engineer
St. Paul, Mimn,
September 10, 1936w
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Statement

{13

\R..T NORTHERN HILLYARD TREATING PLANT UNDER CONTRACT WITH NATIO
"SID TREBATING COMPANY CONIRACT DATED JUNE 1, 1936,

(A)

NAL POLE

Estimated cost to G, N. for treating fir cross tles, 7x8 - &',

treating in next five-year period alightly less than 1,750,000

cubic feet per year., Rental $35,000 per yeuar.

1,

2

M, FEM

Por Tie

Treating fir tles 7x8 - 8 38,96
Rental received, $35,000, 1,66

$0 3319
20632

Net Coat $7« 30

Indirect Items:

le
o
b b
7
Je

4o

Os
G
7
C}l
e
104

1l.

s
=2 4

13,

14,

Taxes on plant

Insurance on plant

3tate Industrial Tex and Workmen's Compensation

Federal Security Tax

Business and Occupational Tax
Total Tax

Total Cost to G. N. (2) plus (5)

Ne Po Cost, Seattle (new contract)

Difference

Increase ]

Ge No Total Investment $500,000, Interest at 5%,
Average $18,625

Grand Total Cost to G, N. (7) plus (11)

Gs Ns Totel Investment $500,000,

Depreciation at 3% = §15,000 =
Total coat inel. Interest & Depreciation{(12)plus (13)

Apparent Frofit to Contractor:

L.

o

“e

le
Ze
Se
4,
S.
B
7
e
9,
10.

i1,
12,

13,

Recelved from G.N. at $8,96 M, FBM, 7xB-8' per tle
Rental payment to G. N,
Gross Return

Unloading and stacking green tles
Ramoving sessonsd ties to conveyor
Conveyor work
Boring, adzing, and charging retorts
Loading out treated ties for shlpment
Fuel = steam and power
Plant Labor, operation and repalirs
Meterial and supplies
Maintenance of yard tracks, 6 miles, 23500,
Interest and depreciation on crsnes and locomotive,
360,000 x 10% = $6,000.-
General and plaent supervision - 322,000
Totael Cost to Contractor
Gross Return
Apparent Net Profit
Net FProfit

#2697

490120
«0010
»0017
«0011
+0008

240166

Ve 8863
« 2351

$.0532

’
22,8%

§.02
« 3105

«0264
+ 3569

3.3319
0622

P 2697

$01125
«Q0250
«00250
«00800
+00625
02000
+02100
«01500
+00311

-01639
.0'7":4 : ’L_a
« 14588
26970
12382
84.87%




- 1

Statement #13
Sheet - 2

SUM/ARY -(Restated) :

Per Tie

» o

Gs N. Payment to contractor $e 3319
G, N. Indirect item costs (taxes ete) 14 +0168
G, N, investment $500,000,Interest

at 56 = §12,625, 65 +0243

Ge No Investment $8600,000, Depreciation
at 3% » §15,000 0 _+0264
Total Gross Costs 10,75 20992
Rental Received from Contractor, 35000, 166 0628
Net Cosat 9,09 + 0370
P+ Costs Seattle (new eontract) 625 + 2331
Difference L.84 + 1039
Increase 44,56%

Estimated direect costs to contractor $2.427 409061
Interest and depreciation, equipmont ete,
360,000 x 10% = $6,000 o439 +01639
General and plant supervision, 322,0004 1,042 « 03885
Sub Total 3,908 + 14588
Hental payment to G. N., 535,000 1.667 «06822
Total $0.975 ¥+20810
heceives Tron G, N, ¢ Bl891 + 33190
Apparent Net Profit $34316 v+ 1238
Net Profit 59.48%

Asst. Chief Englineer
3%, Paul, Hinneaota
jepterdber 17, 1936w
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EXXINIT ®A" ATTACHED AND A PART QF CONTRACT DATED BETWEEN THE
NORTRIRN PACIFIC RAIIWAY COMPANY AND THE WEST COAST WOOD PRESERVING COMPANY.

Specifications covering the _aensoninp; and treatment of cross and switch ties,
timber, lumber and piling.

Seasoning

l. Green ties, timber, lumber and piling will be delivered by the Railway Co.
at the plant of the Creosoting Co, The Creososing Co. will unload all material and
pile same for storage and semsoning, using a spacing which local experience indi-
cates is the most favorable for efficient seasoning. Material shall be stored on
non=decaying sills and the ground must be kept {ree of weeds and vegetation or
fungue growths which would be injurious to the timber,

2. Material shall be permitted to remain in the seasoning yard untll the Rail-
way Company representative considers it suitable for treatrment. It is the intention
to season material to & point where it can be successfully treated, without artificel
geraoning, to obtain the desired penetration,

3. The Creosoting Co. shall save all car stakes, separators, etc., received
with incoming material and muke use of same for separators in seasoning, staiing
outgoing loads, etc.

Boring, Adzing and Incising

4, Before treatment all cross ties shall be bored for spikes, adzed for
seating tie plates and incised by Greenlee Brothers or other approved machine, The
incisions sre to be not less than three quarters (3/4) of an inch in depth and so
gpaced o3 to permit a unifom distribution of the preservative to the depth of the
incisions. The Railway Co. shall furnish plans showing the boring spaecing required
for the different sections end also the dimensions of adzing areas.

5« Inclaing of switch ties, timber and lumber will be optional with the
Railway Company,

Preservatives

6. The preservative for cross and switch ties shall be & 50«50 mixture of
creosote and petroleum oil, The crecsote shall conform to the .merican Rallway
Engineering Association specifications for Grade I Creosote Oil and be thoroughly
rilxed bhefore using with California Crude Cil with an asphaltiec base. For timber,
lumber and piling the preservative shall be straight American Railway Engineering
Associsation Grade I Creosote, The Rallway Company may from time to time change the
proportions of the mixture treatment or the specifications for Creosote and 0il,

Moisture Content

7. All material to be treated in any one charge must have approximately the
same moisture content.

Material Sizes and Stripping

8, Material four inches or less in thickness mist be treated sepurately from
timbers of a greater thickness. Sufficient strips must be placed between tiers in
any case where, in the judgment of the Inspeetor, stripping is neceassary to afford
free circulation of preservatives around each plece.

Artificial Seasoning

9. When mterial has not been air seasoned, 1t may be artificially sesasoned,
at the option of the Rallway Co., in the treating c¢ylinders by bolling under vacuum

1w

at temperatures ranging from 180° P, to a maximm} of 200° F. as follows:

10, After the material 1s placed in the treating cylinder, presermative heated
to about 160° F. shall he admitted until the meterial is completely immersed. A
vacuum shall then be created and gradually raised until a minigum of 20 inches is
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reached and this vacuum is to be maintained until the condensation passing off
from he timber and accumulated in the hot well of the condenser does not exceed
one-tknth of a pound per cubic foot of timber in charge per hour,

1l. After the completion of the seasoning period, or bath, Paragraph 13,
upon breaking the vacuum the preservative shall be immediately drained completely
from the treating cylinder. This draining need not be done in case the water con-
tent of the preservative In the eylinder is not objectionable in the opinion of
the inspactor.

Preparatory Beth for Air Seasoned Materisal

12, All thoroughly air sessoned material mst be held in a hot oil bath for
a period of 2 to 8 hours at a temperatwre of about 1l80° ¥, in order to obtain the
necessary abgorption without the use of excesaive pressure for & long peried of
time.
Treatment

13, Eupty Cell Process without initial air pressure shall be used.

Injection of Fregervative Under Pressure

14, TFollowing the heating or the artificial seasoning period, the cylinder
shall be filled with Preservative and pressure applied as required to a maximum
of 160 pounds per square inch and maintained until the specified penetration or
final absorption of preservative has been obtained, The maximum pressure in the
case of cross and switch ties shall be 150 pounds per square inch. The temperature
of the preservative during the pressure period shall be as high as possible, with
a minimm limit of 160° ¥, and & maximum of 200° F,

15, After pressure is completed the cylinders shall be erptied of preservatives
and a vacuum of at least 25 inches of mercury promptly created and maintained for
a sufficient period of time to free the material of dripping preservative.

Penetration Cross and Switch Ties and Piling

16. The minimum penetration of preservative shall be 3/4 of an inch. Represent-
ative ties from each charge must be tested for penetration, and at least 75% of the
ties so tested must show the above specified minimm, In determining penetration,
light discoloration of the wood fram treatment shall not be considered.

The minimum penetration on every pile shall be not less than one inch of black
ell,.

Penetration Timber and Lumber

17. The average depths of penetration for the specified amount of preservative
shall be as follows:

Size 12f 144 16#

S"xla" & 4"x1a" - oo +00 inch
6"x1a" «50 inch »05 inch «65 inech
12*x12" & larger 75 inch +85 inch 1,00 inch

The penetration must be based on black oil., Representative pleces from each
charge must be tested for penetration and at least 75¢% of these pieces so tested
must show the above specified minimum.

Penetration and Filal Retention - General

18. The penetration rather than the final retention of preservative shall
govern as to the acceptance of treatment. The preservative finally retained by cross
and switch ties shall be &s nearly as possible 7 pounds per cubie foot of timber.
For piles the retention zmmt to be similarly 16 pounds per cubic foot of timber,

For timber and lumber this petetration is likewise outlined in paragraph 17. The
treating plant shall be provided with the necessary gauges, messuring devices end
appliances required to observe and record the gross and final retention of preserv=-
ative in order that the Railway Company may be assured of obtaining the minimm
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specified penetration with the minimum auount of preservative,

‘9. At the option of the inspector the total final retention shall be deter-
mined by weighing sufficient representet ive material for any charge before and
after treatment and making necessary corrections for loss in its moisture content.
These checks as well as those from gauge readings shall be used as approximate
checks against the preservative charged to the Railway Company. The Railway Co.
may change the minimum penetratlon requirements from time to time.

Retreatment

20, If the penetration or the final retention of preservative should be
found unsatisfactory, retreatment of continuation of treatment may be required.
Tn case the unsetisfactory condition is due to the fault of the Creosoting Company's
equipment or methods, the extra cost of treatment shall be at the expense of the
Creosoting Co. In case segregated material or the entire charge is returned to the
eylinder for additional treatment, ihe additional treating time shall be considered
continuous with the original treating time, %he additional treating time shall
begin after the normal cylinder temperature and pressure have been restored,

Demaged Material

21, Material damaged through improper treatment or handling by the Creosoting
Company shall be paid for at the invoice cost of the material to the Railway Co.
Wlater bursts and heat checks shall be considered evidences of improper treatment.

General Conditions

22, The foregoing specified operations must be continmious without idle perilods
between the various steges of the process.

23, All holes bored for test purposes must be plugged with ereosoted plugs
furnished by the Creosoting Co.

24, . All material must be handled with care, perticularly after treatment, so
as not to demage the edges or break through the creosoted shell, exposing untreated
wood, Sharp pointed tools, such as canthooks, peavies, pickaroons and crowbars must
not be used except in the ends of timbers. Damaged material will not be accepted.

25, The Creosoting Co., shall maintain the necemsary thermometers and gauges
to indicate and record accurately the conditions at all steges of treatment, and
all equiment shall be malntained in a condition satisfactory to the Railway Co.

26, The Creosoting Co. shall permit the Rallway Co. inspectors or represeni-
atives to make all necessary tests of material and equipment pertaining to work
covered by this specification, and shall cooperate in the making of such tests.

27, The Creosoting Company shall furnish for the use of the Railway Co.
inspectors or representatives, all necessary laboratory supplies and facilities
for making tests required by this specification.




EXAIELT *A" ATTACHED AND A PART QF CONTRACT DATED BETWEEN THE
NORTHERN PACIFIC RAILNAY COMPANY AND THE WEST COAST WOOD PRESERVING COMPANY,

Specifications covering the seasoning and treatment of eross and switch ties,
timber, lumber and piling.

Seagoning

1, Creen ties, timber, lumber and piling will be delivered by the Rallway Co.
at the plant of the Creosoting Co. The Creosoting Co. will unload all material and
pile same for storage and seasoning, using a spacing which local experience indi-
cates is the most favorable for efficient seasoning. Material shall be stored on
non-deceying sills and the ground mist be kept free of weeds and vegetation or
fungus growths which would be injurious to the timber.

2., Material shall be permitted to remain in the seasoning yard until the Raile
way Company representative considers it suitable for treatment. It is the intention
to season material to a point where it can be sugcessfully treated, without artifical
seasoning, to obtain the desired penetration.

3. The Creosoting Co. shall save all car stakes, separators, etc., received
with incoming material and meke use of same for separators in seasoning, staking
outgoing loads, etc.

Boring, Adzing and Inecising

4, Before treatment all cross ties shall be bored for spikes, adzed for
seating tie pletes and incised by Greenlee Brothers or other approved mechine, The
incisions are to be not less than three quarters (3/4) of an inch in depth and so
spaced as to permit a unifom distribution of the preservative to the depth of the
incisions. The Railway Co. shall furnish plans showing the boring spacing required
for the different sectlions and also the dimensions of adzing areas.

S5« Inclsing of switch ties, timber and lumber will be optionsl with the
Railway Company.

Preservetives

6. The preservative for crovss and switch tles shall be a 50-50 mixture of
ereocsote and petroleum oil. The creosote shall conform to the American Railway
Engineering Association specifications for Crade I Creosote 0il and be thoroughly
mixed before using with California Crude 01l with an asphaltic base. For timber,
lumber and piling the preservative ghall be straight American Railway Engineering
Association Grade I Creosote. The Rallway Company may from time to time change the
proportions of the mixture treatment or the specifications for Creosote and 0il.

Moisture Content

7. All material to be treated in any one charge must have approximately the
sane moisture content.

Material Sizes and S¢ripping

8, Material four inches or less in thickness mst be treated separately from
timbers of a greater thickmess. Sufficlent strips must be placed between tiers in
any case where, in the judgment of the Inspector, stripping is necessary to afford
free circulation of preservatives around each piece.

Artificial Seasoning

9. When material has not been air seasoned, it may be artificially seasoned,
at the option of the Rallway Co., in the treating cylinders by boiling under vecuum
at temperatures ranging from 180° ¥, to a maximm of 200° ¥, as follows:

10. After the material is placed in the treating cylinder, presermative heated
to about 160° F, shall be admitted until the materisl is completely immersed. A
vacuum shall then be created and gradually raised until a minighm of 20 inches is
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reached and this vacuum is to be maintained until the condensetion passing off
from the timber and accumleted in the hot well of the condenser does not exceed
one~tenth of a pound per cuble foot of timber in charge per hour.

11, After the completion of the seasoning period, or bath, Paragraph 12,
upon breaking the vacwum the preservative shall be immediately drained completely
from the treating cylinder. This draining need not be done in case the water con-
tent of the preservative in the cylinder is not objectionable in the opinion of
the inspector.

Preparatory Bath for Alr Seasoned Material

12, All thoroughly eir seasoned materizl must be held in & hot oil bath for
a period of 2 to 8 hours at a temperature of about 1809 F, in order to obtain the
necessary absorption without the use of excessive pressure for a long period of
tine,
Treatment

13. Empty Cell Process without initial air pressure shall be used,

Injection of Preservative Under Pressure

14, Following the heating or the artificial seasoning period, the ecylinder
shall be filled with Preservative and pressure applied as required to a maximm
of 160 pounda per square inch and maintained until the specified penetration or
final absorption of preservative has been obtained. The maxiinm pressure in the
case of crossg and switch ties shall be 150 pounds per square inch. The temperature
of the preservative during the preassure period shall be as high as possible, with
a2 minimm limit of 160° F, and a maximum of 200° F,

15. After pressure is completed the eylinders shall be emptied of preservatives
and a vacuum of at least 25 inches of mercury promptly created end mmintained for
a sufficient period of time to free the material of dripping preservative,

Penetration Cross and Switeh Ties and Piling

16, The minlmum penetration of preservative shall be 5/4 of an inch. Represent-
ative ties from each charge rmst be tested for penetration, end at least 75% of the
ties so tested must show the above specified minimwa, In determining penetration,
~ light discoloration of the wood fram treatment shall not be considered.

The minirmum penetration on every pile shall be not less than one inch of black

oil,

Penetration Timber and Lumber

*

17, The average depths of penetration for the specified amount of preservetive
shall be as follows:

Size Pt 144 165

o"xla2" & 4"x12" - e «00 inch
6"x12" +50 inch #5855 inch «63 inch
12"xla2" & larger «75 inch «85 inch 1.00 inch

The penetration must be based on black oll. Representative pieces from each
charge rust be tested for penetration and at least 754% of these pleces so tested
must show the above specified minimmm,

Penetration and Fikal Retention - Ceneral

18. The penetration rather than the final retention of preservative shall
govern as to the acceptance of treatment. The preservative finally retained by cross
and switch ties shall be as nearly as possible 7 pounds per cuble foot of timber.
For piles the retention xkaX to be similarly 16 pounds per cubic foot of timber.

For timber and lumber this pehetration is likewise outlined in paragraph 17. The
treating plant shall be provided with the necessary gauges, meesuring devices and
appliances required to observe and record the gross amd final retention of preserv-
ative in order that the Raillway Company may be assured of obtaining the minimmm

~Z=




specified penetration with the minirmm emount of preservative.

9., At the option of the inspector the total finel retention shall be deter-
mined by weighing sufficient representative material for any charge before and
after treatment and meking necessary correctlons for loss in its moisture content.
These checks as well as those from gauge readings shall be used as approximate
checks esgainst the preservative charged to the Rallway Company. The Railway Co.
nay change the minimm penetration requirements from time to time.

Retreatument

20, If the penetration or the final retention of preservative should be

found unsatisfactory, retreatment of eontinustion of treatment may be required.

In gese the unsatisfactory condition is due to the feult of the Creosoting Company's
equipment or methods, the extra coat of treatment shall be at the expense of the
Creosoting Co. In case segregated material or the entire charge is returned to the
eylinder for additiomnal treatment, the additional treating time shall be considered
continuous with the original treating time., The additional treating time shall
begin after the normal cylinder temperature and pressure have been restored.

Damaged Material

21, Materisl demaged through improper treatment or handling by the Creosoting
Company shall be pald for at the invoice cost of the material to the Rallway Co.
Water bursts and hest checks shell be considered evlidences of improper treatment.

General Conditions

22. The foregoing specified operations must be continuous without idle periods
between the various stages of the process.

23, All holes bored for test purposes rmust be plugged with creosoted plugs
furnished by the Creosoting Co.

24, All material mst be handled with care, particulerly after treatment, so
as not to damsge the edges or break through the ereosoted shell, exposing untreated
wood, Sharp pointed tools, such as canthooks, peavies, pickaroons end crowbars must
not be used except in the ends of timbers. Demaged material will not be accepted.

25, The Creosoting Co. shall maintain the necemsary thermometers and gauges
to indicate and record accurately the conditions at all stages of treatment, and
all equiment shall be maintained in a sondition satisfactory to the Rallway Co.

26. The Creosoting Co. shall permit the Rallway Co. inspectors or represent=-
atives to make all necessary tests of material and equipment pertaining to work
covered by this specification, and shall cooperate in the making of such tests.

a7, The Creosoting Company shall furnish for the use of the Rallway cN.
inspectors or representatives, all necessary laboratory supplies and facillties
for making tests required by this specification.
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ghoig. be drawn b0 the fact thet the costs for treatment at aradise are not

exacidy on an out-of-pocket basis becnuse of the inclusion of interest and

depreciation on the {nvestment smounting to $.0220 per tile as gntwm on atate=-

ment /2

There would tndoubtedly sooner or later be déyeloped sane opposition from
lusber interests on the Comst 1ff we made & pefuldar practice of shipping Inlay
Erpire tie timber to the Cousd, It is, ef ecurse, true that the Us i have
been following this practiee for yeard, &nd 50 far ns 1 am aware no vigorous
protests have been made againet thene« They may possibly be explained by the
fact that the G. N. controls the rather extensive lumber purchases for the

4
b
festern Prult Express, whiell are placed with competitive mills on the Co

3

The G. . buy few 1if any of thelr ties for the Hillyard plent
commerelial lwiber mills in the Inlend Hmpire territory. They have mnde
tice for years %o encourage the development of small portable sawnllls
exclusively in the production of ties, and they elaim to produce in this
g8 low or lower costs in the Inland Empire than they would have %o p&y on the Const,
A sonsidereble nwiber of these ties come from thelir own territory north of 3pokane
which is not competitive in any large degree with other rallrcads-as & source of
tie timber.

(F) Treatment of comsercial forest products in the Coast torritory:

The treatrment of foreat products on the lorth Pacific Coast for use &t
leesl ports, and for shipment by water for domesgtic use or export to the Orient,
{s confined to the St. Helens plant and the two planis of the West Cozat Wood
Pregserviyg Company, namely, at Seattle and at Eagle Harbor. There is also a
plent under Cenadian ownership located at Vangouver, B.C. A considerable guan=
tity of forest products originating on the North Pacific Coast is treated in
transit for rovement to the interior, mostly to states west of the lississlppl
River., This business ia participated in by the S5t. lNelens plant,; the plant
The Dalles, Ore., the two plants of the leat Corst Wood Preserving Company,

he plant at Fillyard, Washington, The Northern Faeifie participates only in
the haul on %his business from the output of the lest GCougt liood Preserving
Corpanys ‘The number of cars of treated forest products for the year 19505 and

the first six months of 1836 is shown on stutement #12. This business is divided
between the Northern Yac , Union Pacific, Oreat Northern, and Milwoukee., This

2 =

statement showa that the smount alloecated to the Northern Paglific 1a 5l.J0.
The ocormercisl plants at Hillyurd and The Dalles, Ure., are not in
to participate in the treating In tranait of forest products used
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Revised, St. Paul, Minn,,
Sept. 21, 1936w

] TENTATIVE DRAFT OF CONTRACT

CONTRACT made this day of y Ae Dy 1936, between the Northern

Pacific Railway Company, a Wisconsin corporation hereinafter called the"Railway

Company,™ and the West Coast Wood Preserving Company, a Weshington corporation
hereinafter called the "Creosoting Company."

In consideration of the mutual dependent promises stated in this contract the
parties agree:

I. The Creosoting Company shall store for seasoning and treat at its plant
located in the city of Seattle, Washington, such forest products as may be offered
by the Railway Company from time to time in accordance with specifications in
Exhibit "A" attached and made part of this contraect. The term "forest products™
used herein is ineclusive of cross ties, bridge ties and switeh ties, timber, lumber,
piling, end poles. It is understood and agreed that: (a) The Railway Company
reserves the right to treat any portion or sll of the forest products used by it
in the territory tributary to the Cresoting Company's Seattle plant, in any one
or more of the Railway Company's presently owned and individually operated treat-
ing plents. (b) The Railway Company shall offer to the Creosoting Compeny for
treatment under the terms of this contract all forest products not reserved under
the provisions of the foregoing paragraph (a),.

II. The Creosoting Company agrees that its plant shall be maintained during
the term of this agreement in sueh degree of working efficiency that the capacity
of the plent shall be adequate at all times to treat the Yearly requirements of
the Railway Company.

ITI. The Railway Company will notify the Creosoting Company in writing prior
to the first of October of each year of the approximate number of cross ties and
other forest products which it desired to have stored for seasoning and subseguent
treatment during the following calendar year,

IV. The Railway Company will furnish open cars, in so far as may be possible,
for delivery of untreated material and for shipment of treated material. The Railway
Company at its own cost and expense will do all required switching of its cars of
forest products billed to and from the plant, The Creosoting Company agrees to make
requests for only suech switching as is reasonably necessary and such switching shall
be done so far as is practicable at times most convenient to the Railway Company

between the hours of 7:00 A.M. and 6:00 P.M,




V. The forest products to be furnished hereunder shall be delivered on cars

at thg‘plant of the Creosoting Compeny. The Creacsoting Company shall promptly

unload cars and staeck the material in the storage yard of the plant for seasoning.
The Railway Company in making deliveries to the Creosoting Compmny shall have

regard to its capacity for receiving and stacking material. The Creosoting Company
shall pay the Railway Company compensation for any delays in unloading said ecars in
accordance with the rates set up in the Railway Company's published demurrage tariffs
whenever eight (8) or less cars are delivered per day. Whenever more than eight (8)
cars per day shall be delivered the expense incident to the detention of cars for
unloading shall be assumed by the Railway Company. The Creosoting Company will
accept delivery of forest products on scows or in rafts alongside its plant under
the same conditions as outlined for delivery on cars, except that the Creosoting
Company will not be required to pay the Railway Company for delays in unloading such
scows or rafts.

VI. All eross ties will be properly segregated by grades on cars by.the Railwey
Company to facilitate stacking for seasoning and subsequent treatment by grades.
Switeh ties, timber and piling delivered shall be sorted by the Creosoting Company,
at its own expense, for its convenience in handling for treatment.

VII. All treated material shall be mmloaded and billed as directed by the
Railway Company. Cross ties will be loaded by grades and rail borings. Switch
ties will be loaded by lengths.

The Railway Company shall furnish promptly all cars required to ship out
freated material. The Creosoting Company agrees to give the Railway Company at
least five days' notice as to the time such cars are required.

VIII. The Creosoting Company shall provide fire proteetion for seasoning and
storasge yard satisfactory to the Railway Company.

The forest products shall remain the property of the Railway Company and
be insured by it against less by fires

IX. The Creosoting Company agrees to count and tally material received in each
car as soon as possible after receipt of car at its plant, either before or immediately
after unloading, against invoice or inspection reports furnished by the Railway Company
and to mail seports of such tally to the Railway Company representative immediately
after each invoice or inspection report has been tallied.

The Creosoting Compeany agrees thet, as far as practicable, it shall have
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*painted on each stack the initial, number, and out turn of each car from which

mater;al is unloaded, and the date of unloading.

The Creosoting Company agrees to return to the Railway Company the identical
material shipped to it by the Railway Company after said material has been treated,
end in case there should be any shortage whatever, the Creosoting Company agrees to
pay the Railway Company therefor at the market price at Seattle, Weshington, of like
material at the time the shortage is discovered; provided, however, that the Creo-
goting Compeny shall not be responsible for shortage resulting from fire or causes
which are clearly beyond its control. Joint inventories of all forest products shall
be teken at least every six months, and discrepancies found ad justed at that time.

The Creosoting Company agrees to furnish reports of all material delivered,
shipped, used and on hand at regularly stated intervals as may be required by the
Store Department or the Insurance Department of the Railway Compeny.

X. The Railway Compeny will furnish all creosote and petroleum oil required
to treat its material under this agreement. The Creosoting Compeny agrees to unload
and store all creosote and petroleum oil furnished by the Railway Company in railroad
tank cars at the plant. The Creosoting Compeany agrees to set aside a storage with a
capacity of 300,000 gallons for ereosote furnished by the Railway Company. Creosote
furnished by the Railway Compeany from vessels or barges shall be delivered into the
storage tenk without expense to the Creosoting Company. Should the Railway Compeny
elect to permit the Creosoting Company to purchase creosote and oil for it, the
prices to be paid and the quantities to be purchased for its adeount must be
approved by the Railway Compeny end the materisl must conform to the current specific-
ations of the Railway Company to be kept on file with the Creosoting Company. The
Railway Company shall carry the insurance and pay the taxes on creosote and oil
stored. for it by the Creosoting Company, and agrees to pay promptly all minvoices
covering ereosote and oil purchased with its authority for its account.

XI. The Creosoting Company agrees to provide storage tanks of sultable capacity
to store the preservatives required for treating the material of the Railway Company,
together with working tenks and proper gauges to insure accurate and satisfactory
measurements of creosote and oil used in the treatment of the different classes of
material for the Rallway Company.

The Creosoting Company may, with the written consent of the Railway
Companyfirst had and obtained,use the preservatives belonging to the Railway Company

for the purpose of treating forest products for other concerns in the same plant, and
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thé Creosoting Company shall thereupon promptly replace preservatives so used with
other‘Preservatives meeting the specifications of the Railway Company and shall
permit no delays in the treatment of Railway Company material to result from such
use. In case the Creosoting Company shall be permitted such use of Railway Company
preservatives, then joint inventories of preservatives shall be made at the end of
each month er at any other appropriate time for the purpose of adjusting surplus or

deficits. Any surplus or deficit must be pro-rated on the relative final retention

of preservatives for the different classes of material treated for the parties concerned, |

XII. The Railway Compeny desires to have its cross ties treated during the period
from August lst to December 31lst of each year. The Creosoting Company agrees to use
reasonable efforts with due regerd to the business offered by other customers and the
treating capaeity of ite plent to treat the yearly requirements in this interval if
sufficiently properly seasoned ties are available. If for any reason the Creosoting
Company at any time cannot with reasonable effort carry out the aforementioned prefer-
ential arrangement, the Reilway Company agrees to have delivered green ties in advance
of requirements so that sufficient seasoned ties will be available for treatment at
approximately uniform monthly rates for the yearly requirements.

XIII. The Creosoting Company agrees to store treated ties in its storage yard
up to the convenient capacity for temporary storage at the request of the Railway
Company. The storage and extra handling involved in loading into cars shall be
compensated for at a price scheduled in this agreement.

ﬁIV. The Creosoting Company agrees that upon the written request of the
Reilway Company to deo so, it will adcept any modification, changes or substitutions
in the specifications in Exhibit "A"™ hereinbefore mentioned, provided such modifica-
tions, changes or substitutions will not require the purchase of any additional
equipment, or increase the cost to the Creocscting Company or lessen the plant capacity.

The Railway Company agrees that in the event a change of process is made,
at its request, it will pay the Creosoting Company any royalty the Creosoting Company
may be required to pay in consequence thereof, and will also protect the Creosoting
Company against all claims pertaining thereto.

XV. The Railway Company, through its designated representatives or agents,
shall have adcess &t all reasonable times to the plant and premises of the Creo-
soting Company and the right to inspect all operations therein, and shall be furnished
all necessary and proper facilities for testing the preservatives employed and the

amount absorbed by each charge of ties and other material treated for the Railway Company

|
!

|




The Creosoting Company shall furnish records on forms furnished by the

Railw;y Company of all treating operations to correspond to that which the Railway

Company keeps at its own treating plants,

XVI. In case of any dispute or difference arising as to the interpretation
of any seetions herebefore set out, the said dispute and causes of differences
ghall be referred to arbitration and determination of a single arbitrator, if the
parties hereto agree upon one; otherwise to three arbitrators - one to be appointed
by each of the parties hereto and the third arbitrator to be nominated and appointed
by the first nemed arbitrators. Should the first named arbitrators fall to agree
upon the third arbitrator, then such selection shall be left to a Judge of the
United States Distriet Court for the District of the State of Weshington. The
decision of the single arbitrator or a majority of the three arbitrators shall be
final and binding upon the parties. PFending the award of arbitration, there shall
be no interruption in the transaction of business pursuant to this agreement and
stetements and payments in respect thereto shall be made in the same manner as
prior to arising of such differences.

Each party shall pay for services of and all personal expenses incurred

by arbitrator shosen by or for it and both parties shall jointly and equally pay
for the services and expenses of the single or third arbitrator, together with all
other and different expenses of the arbitrations

XVII. If at any time duripg the term of this agreement the operation of the
Creosoting Company's plant shall be temporarily suspended because of fire, explosion,
strikes or other causes not within its control, the time during which the operation
of this plant shall be suspended shall not be counted as a part of the term of this
agrement, and a corresponding additional time shall be given it for performing its
obligations under this agreement; provided, however, in case of the total or partial
desetruction of the said plant by fire or other cause the Creosoting Company shall
promptly repair, rebuild and restore the same to substantially the seme conditiom in
which it was before such total or partial destruction and pending such reconstruction
the Railway Company meym remove its ties and other material from the seasoning yard,

untreated or

for use/if desired for treatment at %hm its own or some other commercial plant.

»XVIII. The Reilwey Compeny agrees to pay to the Creosoting Company for work
performed and serwices rendered, as specified in this agreement, the following

prices:




A;l For the treatment of all seasoned eross ties, per thousand feet

Peard measure
A

A-2 TFor treatment of unseasoned cross ties taken direct from incoming
railroad cars, per thousand feet board measure

A-3 Tor treatment of unseasoned cross ties teken from stock piles in
seasoning yard, per thousand feet board measure

B-1 For the treatment of all seasoned switeh ties, per thousand feet
board measure

Be2 TFor the treatment of unseasoned switeh ties taken direct from
incoming reilroad carx, peT thousand feet board measure

B-3 TFor the treatment of unseesoned switch ties taken from stock piles
in seasoning yard, per thousand feet board measure

B-4 For the treatment of bridge ties in ¢ylinder capacity lots the con-
ditions and prices of B-1l, B-2 and B-3 shall apply. For the treatment
of bridge ties in less than cylinder capacity lots the conditions and
prices of C-1, c-2, and C-3 shall apply.

0-1 TFor the treatment of all sawed material other than cross ties and switch
ties in c#inder charges of 30,000 feet board measure or less (the treating
company being given the option of treating such charges seperately or mixed
with commerciel material) per thousand feet board measure $12.,80

¢-2 TFor the treatment of all sawed material other than cross ties and switch ties
in eylinder charges in excess of 30,000 feet board measure which require a
time duration of not longer than twelve (12) actual t reating hours,
per thousand feet board measure $10.20

0-3 TFor the time in excess of twelve (12) actual treating hours required for treat-
ing material covered by paragraph C-2, per eylinder per hour or fraction
thereof $5.10

D-1 TFor the treatfent of all piling, poles and other similar material which
requires a time duration not longer than twelve (12) actual t reating hours,
the Creosotihg Company being given the option of treating quentities of
less than a full eylinder charge either separately or combined with
commercial meterial, per cubie foot $0.14

D=2 TYor time in excess of twelve (12) actual treating hours required for treating
material covered by paragraph D-1, with the understanding that where material
is treated itn the same charge with commercial material the time over twelve
(12) actusl hours will be pro-rated between the Reilway and commercial mater-
ial in the proportion that the volume of the material of each bears to the
total volume in the cherge, per cylinder per hour or fraction thereofe.$5.10

The prices quoted in paragraphs D-l and D-2 are predicated on the Railway
Company having its own stocks of piling available for trestment., In the event
the Railway Company does not have 2 stoek of piling available for treatment
the Railway Company shall have the option of purchasing untreated piles at
mutually sgreeable prices from the stoek of the Creosoting Company, oOTr pur=
chasing treated piles which meet the Railway Company's requirements from the
Creosoting Company at its current commercial prices

Tn cases where it is found, on account of unseasoned conditions of meterial,
or other conditions not the responsibility of the Creosoting Company, &n
unsatisfactory treatment has been obtained and the Railway Company inspector
considers it advisable to segregate and re-treat all or any portion of
cylinder charge of piles, it shall be done at the following rate for each
re-treatment in addition to the prices mentioned in paragraphs D-l and D-2:
(a) Two cents($,02) per cubic foot for piling, poles and other similar
material retreated. It is understood that entire cylinder charges returned
for continuation of treatment without segregation of eny part of the material
shell not be considered as coming under the provisions of this E~l.




E-2 - For storege of treated cross ties after trestment and subsequent loading
on cars, in addition to prices A-1, A-2, A-3, per tue $0.01

E-3.‘For storage of treated switch ties, stacking lengths separately and sub-
sequent loading in accordance with the Reilway Company's instructions for
shipment, in addition to prices B-l, B2, and B-3, per thousand feet
board measure $0.60.

For incising sawed materiel other than cross ties and switch ties ineluding
all handling not included under paragreph C-1, C-2, C-3, necessary to
accomplish it, per thousand feet board measure $0450

For other handling at the plant site, framing of timber, ete., as from time
to time may be requested in writimpg by the Railway Company, shall be peid for
at actual cost to the Creosoting Company, plus ten (10) per cent to cover
supervision and profit,

XIX. It is understood and agreed that the prices quoted under Section XVIII,
paragraphs A-1, A-2, A-3 and B-1, B-2, B-3, cover the unloading from railroad cars
or barges, handling to the seasoning yard or to treating trams before treatment,
moving them to boring, adzing and incising plant, boring, adzing and ineising cross
ties and incising switch ties; moving to cylinders, treating them and loading them
from trams to railroad cars; and further that prices quoted under paregraphs C-1,
C-2, C~3 and D=1, D-2, D-3, cover unloading material from railroad cars or barges
and rafts, handling to seasoning yard or to trams, moving to treating eylinders,
treating loading from trams on to railroad ears. The prices in Raragraphs A=B-C<D
apply to treatment of both air-seasoned and artificially seasoned material.

The "actual treating hours" is considered to be the actual normal time oecupied
while the ties or other materials are in the cylinders in the process of treatment
as shown by the treating records. Delays caused by fallure of the Creosoting Company's
equipment, low steam pressure, etc., shall be deducted when computing overtime charges.,

Where material of the Railway Company is treated in the same charge with commer-
cial material as provided for in Seetion XVIII, paragraphs C-l and D=1, the Raillway
Compeny's stock of preservatives shall be charged with the cadculated quantity required
to treat its portion of the mixed load.

XX. The Creosoting Company agrees that, in case it, during the period of this
agreement , makes contracts with other railroads directly or through their agents,for
the treatment of forest products at prices lower than those scheduled in this agree~
ment, then such lower prices shall become immediately e ffective in this contract,

XXI. The Railway Company will, on or before the thirtieth day of eaeh month,
ray to the Creosoting Company all sums owing to it at the end of the next preceding
calendar month, upon proper bills, certified by the Railway Company representative,
rendered promptly by the Creosoting Company to the Reilway Company.

XXIT, This egreement shall be effective as of January lst, 1937 and shall
remain in force for a peried of five years, and continue thereafter until cancelled
by either party giving one year's written notice to the other party. The effective
date of cancellation shall be as of December 3lst following the year's notice. The
earliest date of the year's notice of eancellation shall be January 1lst 1941, It

is understood and agreed, however, that any forest products on hand for treatment
at the termination of this eontract shall be carried to treatment completion under
the provisions of this agreement.

XXITT.This agreement shall inure to the benefit of and be binding upon the
parties hereto, their respective successors and assigns.

IN WITNESS WHEREOF each party hereto has caused this instrument to be signed
by 1ts proper official and its corporate seal is hereto affixed and attested by
its Secretary, in duplicate, the day and year first above written.

NORTHERN PACIFIC RAILWAY COMPANY
By

WEST COAST WOOD PRESERVING COMPANY
By




Saint Paul, Minn.,
September 25, 1936w

MR, BERNARD BLUM:

Referring to your letter yesterday concern-g,
ing opening up Seattle treating plant, Under the contractih
we are obligated to treat the equivalent of 3,000,000 cross
ties in the ten-yesr period which expires December 31 next.

The record shows that up to September 1, 1936
we have treated 2,520,811 pes. of cross ties. The switeh
ties, lumber, piling and poles bring this equivalent to
2,871,881 ties, leaving a balance to treat to complete the
obligation, of 128,619 tles.

There are on hand at Seattle at present in
seagoning stock 354,444 pes. of cross ties., We should there~
fore open up the plant on November 1 in order to treat the
128,000 ties before the expiration of the contract. Treating
ecapacity is about 60,000 ties per month, In my discussion
with Mp, Horrocks on renewal of the contract, he stated that
he would treat such ties as might remsin in stock after the
expiration of the present contract under the terms of the
existing contract, even though we did not enter inte a new
contract relation,

L. YAGER.

ec-Mr, A, Jo Loom










The Atchison, Topeka and Santa Fe Railway System

Railway Exchange, 80 East Jackson Boulevard, Chicago

G. W. HA!&IS.
Chief Engineer System

Chicago, September 24, 1936.

Mr. L. Yager, Asst. Chief Engineer,
Northern Pacific Railway Co.,
St. Paul, Minnesota.

Dear Mr. Yager:
Yours of September 22nd:

Prior to 1931, except during the World War, we used °
foreign creosote at Somerville and National City. This was
delivered by boat to Galveston for the Somerville plant and by
boat to San Diego for National City. From 1931 to date, we
quit buying foreign oil for use at Somerville and have purchased
this requirement from domestic producers on the Atlantic Coast,
delivered by boat to Galveston. With the exception of a cargo
of domestic creosote delivered by boat to National City in 1933,
all of the creosote used at that plant has been imported. On
account of subnormal requirements, we did not require any cereosote
deliveries at National City from 1933 until the spring of 1936
and the requirements furnished this year were foreign oil.

Yours very truly,




Saint Paul, Minn.,
September 24, 1936

Mr, Le Yager:

In regard to opening the treating plants.
“hen do you figure it will be necessary to start the

Seattle plent? We do not want to start soomer thean

necessary although I presume we have our obligation to meet

under the old contract., Possibly some time in November

will be all right.




September 22, 1936w

Mr, G. W. Harris, Chief Engineer
A, T. & 8, ¥. Ry. Co.
Chieago, Illinois

Dear Mr., Harris:

When I was in your office last week we hed 2 discussion
about creosote furnished to your treating plants. I understood
you to say thot the Santa Fe had been using domestic oil delivered
by boat either at Galveston or National City. The Northern Paeifiec
and the Milwaukee in the Puget Sound distriet, as well as the
Southern Pacific, have been using foreign 0il delivered by vessel
and it was our understending up until recently at least that the
Southern Pacific also used foreign oil delivered by vessel at
National City and then shipped by reil to the inland plants.

Will you kindly straighten me out on this and advise if
and when you chenged from the use of foreign to domestic oil?

Yours very truly,

L. YAGER,

Mr. Yager:

This letter signed and
mailed in your absence.
CBW




September 21, 1936w

My, H, E. Horrocks, Manager
jeat Coast Wood Preserving Company
1118 4th Avenue
jeattle, Vnshington
Deur dr, Horrooks:
Your letter of September 16 received,
and we have made the corrections you have outlined., I

an therefore attaching copy of revised sheets 1, 6; and 7.

Yours very tmly,

L. Yager

Blind Copy -
Mr. A, J. lLoom
Mr. A. J. Hopkins
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g!%aul Sept 17 1956w A J Witchel, SP&S
Portland

B-2., Thank you for data received. Y-322

L., Ysger




L. J. COLMAN L. €. HENRY A. D. BARRALL H. E. HORROCKS
PRESIDENT VICE - PRESIDENT SECRETARY - TREASURER MANAGER

4 o g : A
1 WEST COAST WOo0D PRESERVING (0.
CREOSOTED DOUGLAS FIR IN ALL FORMS
RAIL AND CARGO SHIPMENTS

CasLE ADDRESS
“CREOSOTE"

SUCCESSORTO

COLMAN CREOSOTING PLANT
PACIFIC CREOSOTING PLANT MBS AVE AT SENECA BT

SEATTLE,1.S.A.
September 16, 1936

L. Yager, Assistant Chief Engineer
Northern Pacific Railway Company
Saint Paul, Minnesota

<7

Dear ly. Yager:

‘w'e acknowledge yours of the 11lth with enclosures
concerning renewal of contract for treatment of material
at our veattle plant.

lir. Barrall and I each read over the draft and
find, with exception of minor typographical errors noted
in blue on the copy returned herewith, that it is in
accord with our understanding when you were in Seattle.
There is also one other exception in paragraph 22 where
we note you give as the earliest date of the year's
notice of cancellation to be January 1, 1940. Since
the new contract runs from January 1, 1937 for a period
of five years, subject to cancellation on one year's
notice, we make the earliest date of notice of cancel-
o tion to be Januvary 1, 1941.

to inclusion in the contract
1 in your letter.

Yours very truly,

WEST COABT

72/ ST

Manager
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Brainerd, Minn., Sepil., 16, LGSR o= rm—m—|
0 O |
} 04 i

In reﬁly to your letter of Septemt
concerning tentative draft of new contract with W.C.W.P.

Under "forest products™ in Section 1 it
might be well to mention bridge ties in &8 much as we are \/
suggesting that they be given a definite place in the price
schedule.

Mr. Hopkins calls attention to a typo-

graphical error in Section 1 under clause "AY. . believe the

word "their" was intended instsad of the word "the" to make lf

esently owned and individually operated
as he states.
I agree with the statements made in your
Nr. Horrocks and I believe the proposed paragraph /
’ V
"B-4" will in its present form take care of the bridge tie
question. I do not look for any serious disagreement irom

#tr. Horrocks about this or any other part of the draft,

11 Supt’ Timber Preservation,




Paradise, HMont.,
September 1l4th, 1936

Mr. L,Yager:

This morning I received your letter of Sept. 1lth
together with tentative draft of new agreement with the West Coast
Wood Preserving Company and letter transmitting same to Mr. Horrocks.

I have gone over the draft clesely and have only
the following comments to make:

1. Secticen 1, (a).

The words " in any one or more of the presently owned //
and individually operated treating plants,.» I believe here that the
word *"their" was intended instead of the underlined "the” above. This is
very likely a typographical error.

2. "B-4" as given in letter tc Mr. Horrocks and covering the treatment
of Bridge ties under contract.

Bridge ties may he of two widely different sizes: the 8x8
ties we use on open deck bridges or trestles would be quite comparszble
to switch ties in handling and treatment and it would seem to me that
we could expect to have these treated at the same cos$ as switch ties.
The cost of handling switch ties includes the cost of incising the mat-
erial and this should be 0K for the 8 x 8 ties. Ties for steel bridges
however will requirecdifferent manner of handling, because of their
size. They will yot be incised in the tie imcisorbut will be handled
through the lumber incisor and will require more handling to bring them to
the treating trams, Incising should be paid for separately oh these
ties. I doubt if Mr. Horrocks will agree to group bridge ties generally
in the switch tie group.

The above are the only two suggestions I can make.

i Poytois

Asst. Gen. Supt. Tim. Pres.




Portland, Oregon
geptember 14,1936

Mr, L. Yager

Assistant Chief Bnginecer
Northern Pacific Railway Co.
st., pPaul, Mionesota

Dear gir:

Please refer to your le d geptember Sth, 1936, \7%
w ’ ’ - -
about data of 5. P.& 8. 5%

All our ties are seasoned under the boiling under
vacuum system. The specifications provide for 6 1by SQ/SO
mixture with barlng and ineising but none as to penetration, the
average, however, is about from six to eight tenlhs inches,
v /G932,
We treated &t Hillyardﬂ3?925 tics equaling 1,443,563 F. B. M.
1

conlract price. of $9.50 per M, for treaimeat only, the oil

i

e costing #6,21 per M. additional, a'total of §15.71 per M.

had no treated ties gince those
above, until

6 there were treated at Hillyard 28214 ties, equaling
a cost of $0.50 per Ms: for treat ynly, the
costing an additional §5,77 per

5

o

St . Helens we ‘had treated 19947 ties,
.

toEl contract price of §14,30 per M.

Regret lhe delay in answering your letter but ‘experienced
ficulty in obtaining information.

wish data before the 193: cords, I believe

and would be. glad to let you ‘have the information,

gending this air mail witl py- by ratlroad mail,

Assistant Supsrinteudent.
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ORTLAND SEPT 1, 1936

LITTLE DELAYED IN
WILL G(C BY AIRMAIL

I{RE IT
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StPaul Sept 14 1986w A J Witchell

SP&S Ry, Portland Ore.
Did you receive my letter September Oth concerning treating

costs SP&S ties. Y-317

L Tager




St. Paul, Minnesota, September 12, 1936,

/S
7 Ve |
MR. LOUIS YAGER: by R

Agreeabls to request made verbally yesterday, I
hand you herewith statement showing the approximate cost per tie if
200,000 raw ties were hauled over the Jjoint iracks between Seattile
and Ste.Helens, and 200,000 treated ties transported over the same
joint tracks beiween St.Helens and Seattle.

You will understand that the cost is only approximate
as I did not attempt to deal with omitited charges and corrections
involving the bills of 1935, However, I do not think that if this
were done it would make any appreciable difference in the result.

As the statement itself indicates, the cost per tie
was arrived at by applying a prorata of the actual expenss to the
additional business, This obviously results in a higher cost than it
actually would be if the bills were restated to include the additional

business, It would seem though that a cost of 2¢ a tie is pretty

close to being correct.

General Accountant




Statement showing the epproximate cost per tie over the joint trackage Seattle to

Reservatim, Tenino to Vancouver end Bridge Line Vancouver to Willbridge, (Reser-

vation to Tenino omitted for the reason that inereased business would not affect

the cost to N.,P.) to transport 200,000 raw ties Seattle to St Helens for treatment
and 200,000 treated ties St. Helens to Seattle.

Based on figures for the year 1935

Apply cost to 500 cars

Total expense Cars or Cost per car each way cataining

Seattle to Reservation, 33.33 mi.
Tenino to Vancouver 93 mi.
Columbia River Bridge

North Portland to No.End
Willamette River Bridge 2,57 mi,

Willemette River Bridge to willbridge

Columbia River Bridge

No.Portland to Willsmette 2,57 mi.

Willamette to Willbridge

inelud, taxes

$ 216 650,00
%70 %01.00

85 780,00

24 968,00
27 566,00

Rental

177 229 .00

77 905,00

68 298.00

car miles

7,689,742
16,417 ,05%
293,988

554,143
214,605

or car mile

2.82¢ for
2.87¢
29.2 ¢

4.51¢
12 ,85¢

60.28¢
% ,06¢

31.82¢

Total cost per tie

100 ties each

33,300 CMe = $ 939,00
93,000 CMs = 2670,00

400 ties

2,570 CMe.

400 ties

400 ties = 0.15¢ less

2,570 CaMe = 3361.}’4-
for 200000 ties less

1/3 =
%00 ties = 0,08¢ less

1/3 =




Jaint Faul, Minn,,

jeptember 11, 1936w

Y J. LO(ETI

By

Y N e
&E%e e Lo 1M lad't,é‘:

I am attaching copy of letter to iy,
Horrocks, as well as ocopy of the tentative drarfy
mentioned therein, for such comments and supgestions

48 you have to offer.

y 11 Y AGER.




September 11, 1956w

Y, H. B ‘Xorz'ﬂclm, :-2;'1.3’!!35‘3?

West Coast Yood Freserving Company
1118 4th Avenue ot Senscs

Seattle, Washington

Dear Mr. Horrocks:

Wie have just finished writing up a tentative draft of contraect to
represent our understaniing with reapeet to the items digcussed in the
first tentative draft in our last meeoting when we were in Seattles I
pelieve we have covered all of the important 1teis.

#e hed some discussion ebout Section XVII with respect to the com-
pensation to the Creocsoting Company in the event Shat the Rallway Compeny
should remove its materisl in seeasoning stock, following & fire at the
plant, It was the understanding that I was to attempt to wite up scue-
thing which would cover the gompensation to the Creosoting Compony for the
work performed in storing this materisl prior to the partial deatruction.

In thinking over the matter, I find this soewhat move difficult than I

hed originally anticipated, hecause the Railway Company carries insurance
on theve ties, which includes the {nvestment in the material and the obli-
gations already incurred to the Creosoting Company. I likewise assume that
the Creosoting Company cerries insurance protection against sueh contine
geneies. The contract obligations with respect o the eompensation to the
Orevsoting Company in such ceses is quite olear, and there can be little
occnsion for predieting any serious ecomplications in the ad justuent of this
matter. In any event, differences of this gsort cen be composed Ly the mech-
anism set up in the section covering arbitration. If this view should not
prove to be satisfactory, then I shall be gled So consult our lawyers end att-
et to write up a satisfactoxy clause in the dralt.

After leaving Seat$le, we discussed the gitustion which may possidly
arise later on in the event the Northeru TFacilie sdopts the prectice of
using trested Lridge ties. That practice night well account for eonsiderable
additionnl metorial. This item is not handled the semn in the original con~
tract as in the supplement thereto. Large mmunts of bridge ties eoculd be
handled fully as sdventageously as switeh sies, whereas small lots would
sppear to come under the classification of materiel other than tles. We are
tharefore suggesting, if agreeabls io you, the following paragraphs




My, Horrocks...2 Septe. 11, 1936,

"Bed, Por treatment of bridge ties in eylinder capucity lots, the
conditions end prices of Bel, 53-8, und B~3 shall apply. For the
troctment of bridge ties in less than cylinder lots, the material
should be haniled under paragraphs C=l, C-8, and C«3,"

: I am attaching two copies of tentative draft dated September B, 1936,
Your appreciate, of course, that the matter is presented in this form for
econvenience end cert inty of expressing our joint understanding with respect
to the proposal, =nd that no cormitwent has been or can he mede until the
entire subject matter is submitted to our people for approval.

Rxhibit "A", which would naturally accompeny sny executed contract, is
not attached hereto, bhecause there are not llkely to be any important changes
tharein from the present speeifications,

Will you kindly let me have your further coments as early as possible?

Yours very truly,

Blind copy = Hre As 7. loom

LI mn b o PN
e ‘g Mg 1 {J:’}giﬂﬁ

L. YAGER,
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BRAINERD SEPT 7

L YAGER
CAR 12 ON LINE BILLINGS.

X=35, H=109Q ANTICIPATEING INCREASED USE OF TREATED BRIDGE TIES

iT-MAY BE ADVISEABLE TO MENTION THEM UNDER SCHEDULE B OF NEW
TENTATIVE DRAFT IN ANY EVENT THE. FEW PIEGES THAT MIGHT BE
INCLUDED IN SUCH SmALL INﬁlVIDUAL ORDERS OF BRIDGE MATERIAL
AS NOW BEING SHIPPED TO THE PLANT WOULD NECESSARILY BE TREATED

UNBER SCHEDULE ¢, L=175




On 2nd Two, R.H.Divn.,
September 5, 1936w

¥r. A. J. Witchel
Assistant Superintendent
S. P; & S« Ry.

Portland, Oregon

Dear 3ir:

T would like to trouble you for some date on the S.P. & 8.
tie treating costs. It is my recollection that you had some ties
treatéd at St. Helens, and at the Great Northern contract plant at
Hillyard. I assume thet these were all treated green, and that they
were 50/50 mixture treatment.

\

T would like to kmow the approximate amounts treated by
years for the last four or five years, what the contract prices
wepe for treatrment per thousand feet board measure, and what were
the specifications as to pemetration and preservative retention
per cubie foot.

#ill you kindly write me, sending by air mail lettex?

Yours very truly,

Y AGER.

A




TIME FILED
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LY:

M. Loom went on through to Brainerd yesterday,
not stopping off here as he had plammed. I am sending
copy of your wire and my answers to him today,




Paradise, Mont.,
Sept. 4th, 1936

Mr. L,Yager;

Referring to your wire x-35 from pasco concerning
the treatment and payment for treating of Bridge Ties under the
original and supplementary contracts with the sgagtle plant ¢

The original contract did imelude Bridge Ties with
switch ties and other ddmension lumber and the payment for this
material was paid for under Scheduls B: We began the contract at
Seattle with a large stock of material in the Seasoning Yard and this
at times included considerable Bride Tis material, our attempt at
that time was to cover the payment of Bride Ties by schedule p-1
and as T remember it we did succeed in doing that generally. However,
checking of Bride Tie material and lumber ¥ff/#F during the air
seasoning was so important that we discéntinued the treatment of
air seasoned material of this kind. Other influences also caused us
in part to discontinue air sessoning of lumber, butnthe most important
item in the service life of the treated material was the checking
developed during air drying, Afébr a few years, all treatment of
air dry bridge timber and piling was dicontinued entirely,

. Actually, under the Suplamentary Contract we have
treated very little, if any Bridge Tles. The payment for treatment
of this material would come under Schedule ¢-1 and C-2 at this time,
Generally, and there were only a few exceptions to this, Bridge Ties
were treated in mixed charges of lumber and other bridge material,
so that the manner of payment for the treoating done on this material
haa been correct, in my opinion, at all times.

When the Supplementary Contract was bsing drawn up,
it was decided that switch ties should be separated from the lumber
cless and be paid for on a cross tie basis, and we succeeded in lower-
ing this base price from $9.00 per M to $8.00 per M, putting switch
tle charges in a bracket by themselves, This is correct, I believe,

The Supplementary Contract makes no mention of Bridge
Ties, but it was the intent at the time this was drawm up to include
these charges in those for lumber, this being indicated in the corres-
pondencs at the time (See letiter of IS dated Feb. 19th, 1932 to BB
analysing the old contract, page No. 3)e

I believe we should mention Bridge Ties along with
lumber in our new set-up, including them in the same price schedules,

: Bk /¢@ L{&b‘L’Q
Asst. Yen, /Supt. Tim. Pres.




Paradise, Sept. 4th, 1936
Mr. L,Yager:

In answer to your wire of Sept., 8md, X-34, asking
about statement of car loads of Commercial material shipments from
Seattle plant, I amsending you the following, which is copy of my
letter of Auguat 174h, to Mr. Loom:

“Rederrvingito Mr. Schaefer's report on carload ship-
ments of ireated material to and from the West Coast Wood Pres. Co.'s
plant at Seattile, as given on notation by Asst. Cchisf Engineer under
date of August 4th, and your request to me for comments;

I have today gone over %he Plant records from the
first of the year 1935 todate and have found the following:

NP UP GN Mil, Total

Year 1935

Transcontinental 46
short haul 38
Totals 84

Year 1936
First 6 Months

Transcontinental 29
short Haul 67
Totals 96

Year 1936
7-1 to Aug. 17

Trangcont inental 8
ghort haul 5

6
2 5
Totals 33 11

GRAND TOTALS

Transcontinental 83 42 26 23 174
short Haul 130 19 70 22 241
Totals 213 61 96 46 415

percentages 51.3% 14,67 23,14 11,07 100.0%
This information is taken direet from the plant Billings,"

short haul was considered as being west of Butte and
Transcontinental sast of Butta.
52>

Asst. Gen, fsupt, Tim, Pres.
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N. P, 1388
12-24

TIME FILED

TELEGRAM—BE BRIEF | ;

Paradise, sSept. 4, 36

L.Yager
ﬁ#ﬂgﬂ# Spokane Faseo )

your x-35 to A.J.Ipom Seasoned bridge ties were treated the

firet two or three years Mki{/¥Féi¥fdff and was paid for under
Sehedule B~1l stop Treatment of scasoncd bridge ties was stopped

bogcause of the heavy checking and all such material has since been
treated under schedule B~2 of original conmtract and would bBe covered
by schedule g¢-1 and @-2 of the the suplementary contrsct at this time
stop. we have not treated any bridge ties MZ‘/W under the supple-

mentary goniract.

¢ R Hopkins



TIME FILED




N. P, 1386 TIME FILED

“#  TELEGRAM—BE BRIEF | _ a

Pasco Sept £ 35, 1936w A T Loom

Paradise
Original Colmmn contract under schedule of prices B<l included bridge
ties with switch tles dimension timber end lumber stop supplementary
eontraet February 1933 mekes no mention of bridge ties stop have we
had treatment of bridge ties and if so under what classification was
treatment pald for X35

L Yager




N.

TELEGRAM—BE BRIEF [

Paseo Sept 9 1956w G R Hopkins

Paradise
Do not remember you giving me your pencil statement showing ear loads
commereial shipmente from Seattle treating plant please send to me

care supt Missoula X-54 :

L Yager



Statement #1

«
}

ESTIMATED COST OF TREATED TIE TREATED UNDER CONTRACT AT SEATTIE
AND DELIVERED TO THE DIVISIONS. BASED ON 300,000 TIES PER YEAR
(BQUIVALENT B*xB8"- 8'),

(A) DIRECT COST OF TIES AND TREATMENT:

1. Cost of green tie 37-1/3 FEM at $18. $.4480
2, Bales tax at 2% on 7 <0067
3. . Cost of contract treatment 8600
4. Cost of creosote 1.35 gallons =t $.1326 «1790
§. Cost of petroleum 1.65 gallons at §$.021 0347

6. Treating supervision, $2400 .sagggg
Sub Total « 9364

INTEREST AND TAXES:

1, Interest on preservatives,
§52,650 at 6% for 6 mos. $1579.50
2. 'Taxes on preservatives
§26,325 at 32% x .0355
3. Taxes on geasoning ties
$.4547 at 32% x .0355
4. Interest on geasoning ties
’.454‘7 at 6¢ - 12 mos.

INDIREOT ITEMS, FREIGHT, BIO.:

1. Haul on grees ties, average haul 148 miles,
2. Haul treated tie aversge haul 100 miles,
130# at $.00225
Sub total

SUMMARY ;

A, Direct costs

B. Interest and Taxes

C. Indirect items, Freight, etc.
Totals

Seattle, Wash,
August 30, 1936w




Statement ig

¥ ESTIMATED COST OF TREATING INLAND EMPIRE TIES AT PARADISE
'AND SHIPPING TO SEATTLE PLANT TERRITORY. BASED ON 300,000
TIES PER YEAR. (EQUIVALENT ¥x8 - 8')

(A) DIRECT COST OF TIES AND TREATMENT:

1. Coat of green ties 37-1/3 FEM at §13.

8. Cost of treatment (direct items)

3. Qost of treatment (indirect tax)

4. Cost of treatment (indirect overhead etc.)
Sub Total

Interest and depreciation on investment (§$.0220)

(B) INTEREST AND TAXES:

1. Interest on seagoning ties,
$.485 at 6% -~ 12 months
2. Taxes on seagoning ties
$.485 at 1.63%
Sub Tetal

() DNDIRECT ITEMS, FRETGHF ETC:

1. Haul on green ties, average haul 146 miles,
125§ at $.003
2. Haul on treated ties, average haul 662 miles,
130 # at $.0015
Sub Total

SUMMARY 1

A, Direct Cost

B. Interest and Taxes

C. Indirect Items, Freight, Etc.
Total

At Seattle, Wagh,
Auguat 30, 1936w




Statement #3

'ESTIMATED COST OF TREATING COAST FIR TIES AT PARADISE AND SHIPPING
BACK TO SEATTLE PLANI TERRITORY. BASED ON 300,000 TIES PER YEAR,
(EQUIVALENT 7x8 - 8')

(A) DIRECT COST OF TIES AND TREATMENT:

Cost of green ties 37-1/3 FBM at $13. $.4480
Sales tax does not apply -
Cost of treatment (direect items) « 3498
Cost of treatment (indirect tax) «0037
Cost of treatment (indirect overhead ete.) +0236
Sub Total 5.9.51
Interest and depreciation on investment ($.0220)

INTEREST AND TAXES:

l. Interest on seasoning ties
$.448 at 6% - 12 months
2. Taxes on seasoning ties
$.448 at 1.65%
Sub Total

(C) DNDIRECT ITEMS, FREIGHT, ETC,:

1. Haul on green ties, average haul 688 miles,
125# at #.003
2. Haul on treated ties, averasge haul 662 niles,
lw at '.0015
Sub Total

SWOURY:

A, Direct costs

B. Interest and taxes

C. Indirect items, freight, ste.
Total

At Seattle, Wagh,
August 80, 1986w




Statement

i ESTIMATED COST OF TREATING TIES, NORMAL PROGRAM, AT PARADISE,
mSEDONﬁOOOOT]ESPERYEAR (EQUIVALENT 7x8 - 8*)

(A) DIRECTLY ASSIGNABLE ITEMS:

1. Oreosote, 1.35 gal. at $.128 plus
company freight $.008
8. P‘tml‘m 1.65 8&1. at ’.Oﬁl plu‘
freight at $.0279
3. Unloading and cross piling
4. Loading for transfer to machines
5. Handling $hrough machines
6. loading for shipment
7. Fuel, coal at $1.10 per ton, plus
company freight at §$.0015
8. Plant labor (operation and repairs) $15172.04
9. Supervision (loecal) $ 3801.90
10, Supervision (general) $ 5144.76
11, Material and supplies
Sub Total

(B) INDIREGT OVERHEAD ETG.:

1. Intereast on investment,

$185,534 at 6% ($11,132.04)
2. Depreciation on plant

$179,854 at 3% (§5,580.62)
3. Teaxes on plant, year 19035 - §280,73
4. Insurance on plmnt, 1930 premium §147.57
5. Interest on preservetives

$90450 at 6% for 1 mo. ($452.25)
6. Taxes on preservatives (included in (3)
7. Insurance on preservatives (inel. in (4)

Sub Total

(c) DNDIRECT TAXES:

1. Federal Retirement Act,
3-1/8% of Payroll ($.1173)

SUMMARY :

A. Directly assignible items
B. Indirect overhead etc.
. Indirect taxes
Totel Cost

At Seattle, Wash.
August 30, 1936w




Statement #5

ESTIMATED COST OF TREATING TIES, NORMAL PROGRAM OF 460,000 TIES
SLUS 500,000 SEATTLE TIES AT PARADISE, TOTAL 750,000 TIES.
(EQUIVAIENT 7" x 8" ~ 8')

(A) DIRECTLY ASSIGNABLE ITEMS:

1. Creosote 1.35 gal, at $.128 plus Co. frt. $.008
2., Petroleum 1.65 gal. at $,021 plus frt. et $.0879
3, Unloading and cross piling
4. loading for transfer to machines
8, Handling through mechines
6. Loading for shipment
7, Tuel, coal at $1.10 per ton plus Co. Fri. $.0015
8. Plent labor (operation end repair) $81,110.64
9. Supervision (local) $ 5,961.00
10, Supervision (general) $ 5,144,786
11. Materisl and supplies

Sub total

(B) INDIRECT OVERHEAD ETC.:

1. Interest on investment
$185,534 at 6% ($11,132.04) $.0148
2. Depreciation on plant

$179,354 at 3% ($5380,62) 0073
3, Taxes ph plant , year 1935 - $280,78 »0004

4. Insurance on plant,l935 premium $147.57) 0002

5. Interest on preservatives $90450 at 6% .0010

6. Texes on preservatives - ineluded in (3) -

7. Insurance on preservatives - included in (4) -
Sub total «0R36

(c) :
. PFederal Retirement Aet, 3-1/28% of payroll ($.1043) $.0037

SUMMARY:

A. Directly sssignable items $.3498
B, Indirect overhead, etc. «0236

G, Indirect Tax 0037
Total Cost ;.Sggi

At Seattle, Wash.
August 30, 1936w
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Statement #8

ESTIMATED SEGHEGATION OF COSTS TO CONTRACTOR ON TREATING MATERIAL

AT SEATTLE PLANT, FOR CROSS TIES ONLY.

PCS. 7x8x8 TIE EQUIVALENTS PER YRAR,

BASED ON AVERAGE OF 300,000

Contract Price $6.50 per M, for 12 hr, treatment is equivalent

to $.248 per tie (7x8-8').

Actual price pald contractor for treatment of all cross tles to
August 1, 1936 wes $.2600 per tie covering all additional

(4)

charges for over time.

DIRECTLY ASSIGNABLE COSTS!:

de ﬁnloading and stacking green ties

8. Removing seasoned ties to conveyer
3. Conveyor work
4. DBoring, adzing, incising end charging retorts
5. Loading out treated ties for shipment
8. Tuel -~ steam power
7. Plent labor - operation and repairs
8. Material and supplies
Sub Total

DIRECTLY ASSIGNABLE TAXES:
1, State Industrial Tax and Workmans Compensation,
$.0215 per hour
2. PFederal Soclal Seecurity Tact, 2.1% of Labor
3. DBusiness & Occupational Tax,
1/4% on Gross business
Sub Total

OVERHEAD, ETC.:
1. General and plant supervision
2. Amortization of plent, $300,000 in 10 yrs.
3. Interest on investment $300,000 at 6%
4. Taxes on plant
5. Insurance on plant
Sub total

$
A, Direct Assignable Costs
B. Directly Assigneble Taxes
C. Overhead, ete,
Total
Payments received
Profit
Profit # of cost

Seattle, Wash,
August 30, 1936w

$.01125
«00250
«00280
«00900
«00625
-08000
«02100
+0100
.08

$.0017
+0011

¥-o0se

$.0120
+1000
<0330
.0120

V.15

$.0825
.0036

Fomse

6.13%




Statement #7

YOMPARATIVE CREQSOTE AND PETROLEUM PRICES BASED ON QUOETIONS
CURREN? FOR YEAR 1986.

(A) COSTS DELIVERED AT PARADISE:

1. Lehigh, 20% at $.11.1/2
2. Domestic, 80% at $.13-1/8
8. Aversge cost per gal.
4, Company freight, St. Paul, et $,0015,
= $.0088 at 80 %
5. Qoupeny freight, Lehigh, at §.0015,
= $.0051 at 20%
6. ' Totel cost, average company freight
7. Total cost ineluding Co. frt. (3) plus (6)

(B) ST DELIVERED AT i
1, TForeign oil at $.15

2. Washington sales tax at 2%
3. Total cost delivered

PETROLEUM AT PARADISE:

1. Cost of #il at $.021

8. Compeny freight 7.87§, 584 mi. at $.008
3. Total cost

At Seattle, Wash.
August 30, 1936w
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Statement

STATEMENT OF MATERIAL TREATED UNDER CONTRACT AT SEATTLE

No o_zi es

Ties
¥.B,M,

1927
1928
1929
1930
1931
1932
19338
1934
1935
1936*

176,045
468,231
405,893
263,784
233,030
244,265
102,963
246,455
112,276

276,582

6,572,546
17,480,622
15,153,337

9,810,602

8,386,453

9,118,853

5,843,952

9,200,986

4,191,637

10,325,727

Switeh Tie

F.B,M,

.

Piling &
Timber
F.B.M,

%

595,602
1,063,188

1,268,814

1,240,848
719,964
560,868
653,100
817,064

1,448,084

6.6
5.4

74

1,805,958

1,303,680
533,988
637,454
458,094
438,816
366,786
240,078
469,812

484,764

Total
F.B.M,

20.8 8,973,906

6.5 19,847,490

5.8
6.1
4.5
4.3

7.6

8,9

4.0

16,950,139

10,448,086
10,025,395
10,277,633
4,771,606
10,094,158
5,278,513

12,258,525

Total

2,518,514

94,024,515

8,161,482

6,739,404

6.8 108,925,401

1936

340,000

Totals 2,858,514

*Includes up to August 1, 1936,

Seattle, Wash.
August 850, 1956w

12,693,322

106,717,837

500,000

8,661,482

135,193,322

128,118,723




Statement #9

‘-‘COMPARISONS OF UNIT PRICES FOR TREATING CROSS TIES, SWITCH TIES, TIMBER,
P ACIFIC CONTRACT WITH WEST COAST WOOD
PRESERVING COMPANY AT SEATTLE, AND THE GREAT NORTHERN CONTRACTS AT
HILLYARD,
N.P.Cont. G. N, Cont. G.N.Cont

Jan 1,1987 June 1, 1936 June 1926
Cross ties, Douglas or Inland

Fir, Pt. B.N, $6.50 $%$8.96 $8.33
Cross ties, Douglas Fir,
equivalent 7x8-8' +2407 + 3819 « 30858
Cross Ties, Temarack or Larch, FEM 6.50 7.92 8.33
Cross Ties, Temarack or Larch,pr.Tie ,2407 «2933 « 3085
Cross ties, Lodge pole or Ponderosa
Pine, Ft. BM 6.50 7.50 8.33
Cross Ties, Lodge pole or Pondeross
Pine, per tie + 2407 «2777 + 3085
Switch ties, Fir & Larch, Ft.BM 8.00 12.00 12.00
Switch ties, Pine, £t. BM - 10,00 12,00
Bridge timber lumber, Fir & Lareh,
FEM 10.45 12.00 12.00
Bridge Timber Lumber, Pine FEM - 10,00 12.00
Plling, Fir & Lareh, per cu.ft. 14 «15 -
Piling, cedar, per cu. ft. - «14
Piling, pine, per cu.ft. - ; +13
14, Cross ties, green, ft. BM (fir) 7.82 10.62
15. Cross ties, green, per tie (fir) <3788 . 3983
16, Switch ties, green, FEM (fir) 9.02 13.66
17. Bridge timber lugber, green,
FBM (fir) 11l.47 13.66
18. Bridge timber lumber, green

(usual lots fir) FEM 11.72 18.66
19, Bridge timber lumber, green,

(small lots fir) FEM 13.08 13.66
20. Piling, green fir, per cu..ft. +2012 «17

Note: Item (18) based on 30,000 FEM or over,

Item (19) based on charges less than 30,000 FBM.

Item (20) based on treating green piling requiring a total eylinder
tine of 42 hours.

The copy of G.N. June 1926 contract is not complete as to schedule
of prices.

* Note:8. N. June 1, 1936 contract provides that contractor shall pay to the

G. N. remntal for plant of $50,000 per year in case G, N. offers for
treatment 1,750,000 cu.ft. or £1,000,000 FBM. This equal to 561,736
¢ross ties 7x8-8', The rental therefore is equal to sbout 9 cents
per tie. The G. N. guarantees to offer for treatment 1,500,000 ou.ft.
per year. In the event less than 1,750,000 cu.ft, is offered the rental
drops to $35,000 per year. A rental of $35,000 applied to 1,500,000
cu.ft. of cross ties is equal to 482,318 pes. 7x8-8' ties or 7.2 cents
per tie.




-

Statement #9, sheet 2.

\

The Great Northern contract provides that the G. N. shall, in addition,
assume the cost to the contractor of all taxes, contributions, or assessments
imposed by Federal Social Security Aet, or any similar acts in the State of
Washington, ete.

The N. P. Seattle contractor has an investment of about $300,000 in
treating plent and seasoning yard. The depreciation charge based on ten year
period is ten cents per tie.

Seattle, Wash,
Auvgust 80, 1936w




At Seattle, Wash.,
August 27, 1956w

MR, As J. LOOM
0/0 As T, Stotler.

Referring to the figures which you made up
covering cost to the Northern Pacific for treating ties
anil likewise similar costs to the West Coast Wood Pre=-

gerving Company.

_ It has just occurred to me that these state-
ments in both instances are not complete for over-all
costs because they do not tmke into consideration costs
of the Federal Social Security Act, or the Unemployment
Compensation Aet of the State of Weshington, and like-
wise, to the Northern Paeific contribution to the Pension
Retirement Fund, There mey be other similar items which
we have not taken into consideration.s I suggest that you
might well spend a half-day with Mr, Wales in Tacoma, anrd
get posted up on these items so that we can handle them
properly.

I am also enclosing blueprint copy of the Great
Northern contract deted June 1, 1936 with the National Pole
and ¢Treating Company for treatment of material et Hillyard,
I think you ghould become familiay with this before we talk
to Mr. Horrocks.

L. YAGER.




TIME FILED

TELEGRAM—BE BRIEF [ ' .

P
(=] i

\ Seattle Aug 27 1936w A T Loon, Care Condr Train -Three—

é

Idaho Division
Will be in Portland Friday back in Seattle Seturday stop
lo will get our data together in proper shape Saturday stop
hen you arrive wish you would mexmmge meke appointment with
¥r. Horrocks to meet us next Monday X=-272

L. Yager




TIME FILED

‘%2  TELEGRAM—BE BRIEF i

N. P

Seattle Aug 25 1956w A J Loom
Brainerd Minn
fish you would arrange to be Thursday or Friday with tie data X

L o h -
L Yager




GREAT NORTHERN RAILWAY COMPANY

OFFICE OF THE CHIEF ENGINEER
N

b

J. R. W. DAVIS,
CHIEF ENGINEER

ST. PAULSIMINN,
August 22, 1936

K-2667

Mr, Bernerd Blum
Chief Engineer
Northern Pacific Railway Co.
St,-Paul, Minnesota
#
Aeer Sir:

Referring to your telephone conversation of
the other day:

I am sorry that we do not ha¥e an asdditional
typewritten copy of the contract recently entered into
covering the treatment of our ties at Hillyard, but I
heve had a blue print mede which L am attaching and

which I hope will give you the informetion wanted.

Yours tru%y

Chief kngineer

wegb rh

7)
;’/ / [
{ / | LA |
.__l-"! 4 A &

y 4

1[f










é:agra@en‘h in such mxa.n-—

:: gmﬁle hhé :ﬁﬁnt;actor Yo maon

,;‘

' W GMDSH:I ‘a 'z‘aquimmts in aaeh

5,:; mgqs of tcn nam_» Ebe d.alivar‘
"dzmurmge eharé.aa 8t ta.xliﬁ‘

xw‘
Af

=
i

--saw ui,one“w fm m










.ézmn. mil re-

s




5

DGE

7

BUITOR TIES




1
1
i '

,‘4

2 Sl Gompany‘s inapility or fallure. 1a furnish eers as provided in

full for any hgndling which mey be necessary to rulflll this agree-
ment in addltion to unloaﬁmng tiybern from ocars to yard for storage
and saaaoning, loading on trams for ﬁreatmant, and loading treated
timbers for shipment the r011QVin5 rntea' Cne and one-=half cents
(li¢) per erose tle; £ifty cents (50#) per thousand feset besrd measure
for bridge and switch tles, bridge timbers, oar’materlal and lumbers;
ona*half cent (%¢) per 11naal foot for plllng and poles, and one-hslf
c%nt~bt¢) each per post, In cage 1t shall Decome negessary to store

and rtload timber for shipment after treatment on ascount of the Rail-

section 5 neraor‘ the: Baij;nag.cnmnany shall pay to the Contractor for
Bu('h aads.uonal hsmgnng at 'bu rates Just hereinabove specified.

% . Tiere shaliibﬁgﬁndqctsd from any amounts due the Contractor
&s hureinabove provldéd for tr29uiﬂt ‘tifbers on hand at sald plant

May 13 1957, any anms which the Railroepd Company may pay to . Washington

"ﬁood‘?neserving Gcmnany for gervices rendered in connection with sald
“tlmbers prior 0 May p e Koo o+ provided, that such payments to Washing-
'tan wbaa Preservins company ‘shall be upon a basis not in excess of that

preacribad in thﬂ nuxt‘precedlng naragxaph of this section for addition-
al handiing. ' _ e :
There ghall bd andad to any amounts due the Contractor for

J

,treating timbe?s e hereinabove provided.any taxes, contributions or
lasaesaments 1mpoaed by the deeral SQcial Security Act or the Unsmploy-
magt Bompenaation Act. or the Stute of waahingtcn or hereafter lmposed

by any‘lau, Btntube or ardinance, federal, state, county or municlpal,

,and Whldh nay be levted or assessed against the Contracter by reason of
"f;ana baaéa upon the atorase, tféatment or other handling of timbers for

"'the account of the Railrond Gompany as provided in this agreement or

which may be levied or assessnd agpinst the Contractor on sccount of

or measured Ry the Gampensation paid by the Contractor to lis em-

i 1oyes for 0erforming the servlcea for the Rallreocad r‘c:rmany here—
»1nbefere enumerated- proviaed, however, that if the Contractor shall

&_recOVer,or'shall,be.rsrunded any monevs paid.out by virtue of any

+ PN i
5 -8~
T
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s, preservatives, .-
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rector shall be insured
zkajaﬁgffbx ite sold -+
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 51n§iﬁg16g'bot£ partiéé.v The twe arbitrators cuosen by, sither of
s&iﬁfﬁgfhaﬁa shall'&grhpzupan and select a third arbitrator, thus

:"coﬁﬁietiﬁg‘ﬁhe Board. ‘The firet ﬁentloued ﬁio arpltrators falling
to agree on a thlr& afbitrator within {fifteen daye following desligna-
tlan o th&t one ur uhe two last chogen, elther party may ‘apply. to
the said Diatriat Judgg to appoint the third arbitrstor z2nd such

, apyointment ahalL be binding on both uarties.

‘,‘f i The Board of Arvitrators within thirty days following
GOMpletion thereof, shall dnsignate for the liearing e time and
place, of whiuh both parties ghzll be vrouptly noti’ied.‘r writling,

.1 and,aaia Learing snall be "Held at salﬁ place within fifteen davs
' fsllowlnﬁuiuch desiznation, After Yearing the testimony and argu-
ments submitted bj each side, aaid arbitrators or a ma Jority ol tham
shall, wibhin the next“ninety daya, meke thelr award, and when =0
: made"and dalivered to uohh parties, said eward siall be conclusive
A andfﬁinﬁlng and tie narties aersto expressly agree to ablde therehy.
 J¥i Penuing the award of arbitrstors, there shell be no inter-
runtion in the transadtian of Lvsinﬂsa purenant to this agreement,
5; ana statements and Dayme“ta in respect thersto shall be made in the
;ame manner as prior to the arising of gsuch dirferences,

s Ehch party shall pay for the services of and all persoral
exnensél 1ﬂcurred-hw the arbitrator chogen by or for 1t, and both
part@es shall Jointly and equally pey for ihe servicec of the third
arbltrator and ﬁié'expenses, together with all otier and different
expennas Gf the arbitration.

ket T ;VTh:Ls agrosment eliall ba in effect for a term of five
S Yyears frmm kay e 1957, and thereafter until terninated uvon two
g yh; years wr;bten notice given by either party to tne other of 1ts in=
tentlon 80 to do, The prov;alons of this sectlon shall be constru-
*&;;f _f ._ed to meke the earlieat dnte at which sueb notice may be given
iby 1, 1940.
S In case curing the lost yesr that tale agreement. ghall




ads1tional hendling.
414,15, 71 and
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treatnent of timbers
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Mr. Blum called Mr, Davis' office, Mr, Davis

out of town so talked with ] Mr, Blinkhorm: Mr. Blinkhorm
sald he would furnish eopye Mr, Blum explained to him that
if he furnished 1t 1in Mr, Davis' absence, he of cousse ex-

-

pected him to obtein proper authority before sending it.

T:R.C.
8/21/%6




OQur conversation a few days ago about new
ng contraot of the Great Northern at

Hillyard, I have just recalled thaet I overlooked

Davie for a copy of this when cealling on
him a few days ago to have on hend in coangotion

with the Segattle Contract. Could you convenientily

eall him up to got & ocopy for our reference,

MR, YAGER: vV

Mr. Blum called Mr., Davis' office, Mr. Davis
out of town so talked with Mr, Blinkhorm: Mr,., Blinkhorm
said he would furnish copy. Mr. Blum explained to him that
if he furnished it in Mr, Davis' absence, he of cousse ex-
pected him to obtain proper authority before sending it.

T.R.G.
8/21/ 36




TREATED CROSS TIES SHIPPED - SEATTLE-PUGET SOUND-TACOMA DIVISIONS

FROM TREATING PLANTS - 1907 to AUGUST lst, 1938.

1989
1930
1531
1932
1933
1934
1g35

Brainerd, Minn.,
Auggit 17th, 1938.

X\
\

e\

175,963
455,879
395, 351
264 ,861
216,133
302,018
86,414
535,389

5,833
1,128
40,381
11,456
8,938
30,054
11,900
5,018

10,135
8,808
73,397
5,708
56,337
14,081
350,135
375,483
387,352
484 ,943
409,630
378,088
316,133
809,508
97,471
333,441
110,768
533,038




Bstimated Cost of Haul on Ties

Weight of Average Tie - Untreated 125 Lbs.

Weight of Average Tie - Treated 130 Lbs.

Total
Per Tie Per Tie

Under present program at Paradise-
Untreated tie 146 miles at $0.003 per T.,M. $0,0274

Treated tie 237 miles at $0.0225 per T.UN. 0.0347 $0.0621
Under present program at Seattle-
Untreated tie 148 miles at $0,003 per T.M. 0.0278

Treated tie 100 miles at $0.0015 perT.H. 0.0098

If ties are purchased in Coast territory,

treated at Paradise and returned to

Pfacoma Division-

Untreated tie 689 miles at $0.003 per T.M. 0.1290

Treated tie 600 miles at 0.0015 per T.M. 0.0585 0.1875

1f ties are purchased in Inland Empire,
treated at Paradise and shipped to

Tacoma Division=

Untreated tie 146 miles at $0.003 per T.M,

Treated tie 600 miles at ¢$0.0015 per T.MN.

Brainerd, Minn.,
Auvgust 11th, 1936.










Brainerd, Minn., August 12, 1938,

o)

Mr. L. Yager:

I have prepared the attached statements
as a tentative basis far our negotiations with the West
Coast Wood Preserving Company, relative to the Seattle
contract which expires December 31st,

There are many items that you will wish
to discuss and perhaps revise in ﬁreparing complete data
for use in final conference, and 1 shall be glad to go

over this with you at any time you may state,

-

%l c5n
Ly

den'l[Supts Timber Freservation.
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Brainerd, Minn.,, Aug, 10, 1936,

MR. L. YAGER:
Statement of material treated under contract at
Seattle (Coleman Co, and West Coast Wood Preserving Co.) to
August 1lst, 1936:
CR0SS TIE EQUIVALENTS

VMiscl. (Piling, Lbr.
Year Qross Ties Switch Ties Pie Pluga, ete.) TOTAL

1927
1928
1929
1930
1931
1932
1933
1934

1935

176,045 '

468,231
405,893
262,784
223,030
244,255
102,963
246,455

112,276

14,181
25,314
30,067

None
29,544
17,142
13,354
15,550
14,692

42,999
31,040
12,714
15,177
10,907
10,448

8,733

5,716

11,186

233,225
524,585
448,674
277,961
263,481
271,845
125,050
267,721
138,154

1936 to

8-1-36 276,582 34,477 11,542 322,601

TOTAL 2518,514 194,321 160, 462 2,873,297




Estimate of Cross Tie Kenewals Reguired
Tacoma Division beginning with 1937,

Total Ties in 211 Tracks (Form AA-1936) ‘ 4,901,039

Total Treated Ties delivered to date 5,424,594

Balance Untreated Ties in Track 1,476,445
(Assuming no treated ties replaced)

Estimated percentage of untreated ties in track 30%
Estimated percentage of treated ties in track 70%
Based on a 10-year life or a 10j% annual renewal for -untreated
ties and a 25-year life or a 4% renewal for treated ties.
Assuming only treated ties used for renewals,

Total Ties in Track Estimated Renewal
Year Untreated Treated No. Ties Per Cent

1937 1,476,445 3,424,594 284,639 5.9%

1938 1,191,806 3,709,233 267 , 550 5.5%

924,256 3,976,783 251,497 5.1%

672,759 4,228,280 . 236,407 4.8
436,352 4,464,687 222,222 4.5
214,130 4,686,909 208,889 4.3

5,241 4,895,798 201,073 4,1

0 4,901,039 196,041 4.0

Brainerd, Minn.,
August 11lth, 19936,
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26
217
28
29
30
31
32

33

COMPARISON F' TREATING COSTS
Cost at Paradise and Cost under Contract at Seattle
A
Paradise
Items Per Tie

Seattle
Per Tle

Cost under Seattle Contract -

Creosote 1.35 Gal, @ 13.5¢ $0.,1823
Petroleum 1.656 " @ 2.1¢ .0347
Unlogding & Crosspiling .0200
Loading for Transfer .0140

Handling through machines .0180 -

Loading for shipment .0120 ~

Fuel exclusive of haul .0063

Plant Lebor- Operation & Repailrs . 0262

-

Supervision Eire ol W%LMM'NJ”~“” .0078

Material & Supplies | [fpem .0049
Totel "A" Direct Cost Items-Paradise .3262
Tnterest on Investment 6% #
Depreciation 3%
Taxes on Plant
Insurance on Plant
Tnterest on Preservatives 6%
Taxes on Preservatives
Insurance on Preservatives
Taxes on Seasoning Tes
Insurance on Seasoning Ties
Interest on Seasoning Ties
Totai "B" Overhead Items-Paradise .0600
Freight on Creosote
3 " petroleum
" Coal
, "  Untreated Ties
Total "C¥ Freight Items-Paradise ,0540
Treating Inspector-3eattle
Total Cost of Treatment
Present Cost of gaul on Ties

Coat of Treatment and Haul

Haul justified on Paradise ties to equal cost
of treating et Seattle under present contract

Brainerd, Minn.,'
August 5th, 1936.

$0.2600
.1823
.0347




Estimated Breakdown of Seattle Contractor's Charge

For Treating Cross Ties

Contract price of {6.50 per M. FBM for 12 Hour treatment is
equivalent to $0.2430 per 7" x 8" =~ B' tie.

Price sctually paid the Contractor for treatment of all cross
ties treated to August 1st, 1936 - §$0.2600 per tie. This includes
charges for treatment which required time in excess of 12 hours.

Bstimated Items of Expense included in Contractor's Price, that
correspond with Out of Pocket Cost of treating ties at Paradise:

Paradise Seattle
Per lie Per Tie

Unloading & Crosspiling $0.0200

Loading for Transfer 0,0140

Handling through Machines 0.0180

Loading for Shipment 0.0120

Fuel 0.0063 0.0200

Plant Labor-Operation & Repailrs 0.0262 0.0260

Material and Supplies 0.0049 0.0100
$0.1014 $0.0960

Additional Estimated items of contractor's expense that correspond
with the same items comprising cost of treatment at Paradise:

8 Supervision .0078 .0110
9 Interest on Investment 6% .0125 .0300

10 Amortization of Plant in 10 years - .1000

11 Depreclation at 3% oty =

12 Taxes on Plant .0120
13 Insurance on Plant .0010
14 MNiscellaneous - .0100

$0.1298 #0.2600

Brainerd, Minn.,
August 5th, 1936.




Saint Paul, August 6, 1936w

MR, BERNARD BLUM:

In connection with my recent visit to Seattle

tovprepara the way for discussions with the West Coast

Wood Preserving Company on our contract, I obtained from
My, Burnhem's office a statement of commereial shipments
to and from our Seattle plant for the last eighteen months.
The figures are shown on the attached statement.

I have no present information that hes any bear-
ing on any question that might be raigsed as to whether this
favoraeble showing of the Northern Pacific represents a
favorable attitude on the part of the Wood Preserving
Company, or whether 1t is influenced more predominantly

by other factors governing the routing of business.

L. YAGER.




MEMORANDUM

DATA ON GARLOAD SHIFE ENTS FROM THE SEATTLE PL NT OF
THE WEST COAST WoOb F] RVING GOMPANY. INFO IMATION FURNISHED

n TN

BY MR, SHAEFER OF 1. BURNHAM'S OFFICE, SEATTLE, WASH.,

JULY 31, 1936.

{A) YRAR 1938%

(1) Fordwarded:

o Transcontinental
£, Short haul
3. Total

(2) Received
4, Transcontinental
Short haul

|
had

6., Grand Total

(B) SIX MONTHS YEAR 1950

Forwarded

e Transcontinental
8. Short haul

9. Total

Received
10. Short haul

Asst. Chief Engincer
8¢, Paul, Minn.
August 4, 1936w










TIME FILED

N. F. 1386

* TELEGRAM—BE BRIEF

'*.

StPaul July 24 1976w A J Loom,

Brainerd

Leaving here Train One Saturday for Seattle Y-354

L Yager
Spm




Saint Peul, June 16, 1936

¥Mr. H. E, Stevens:

'Y

\’2’
Your letter of the thirteenth about exten-

sion of contract with the West Coasst Preserving Compamy for
treating ties at Seattle.

While my letter on the point you raise is not clear,
the $elk I had with Mr, Yager was along the lines of a contract
without conmitment as to the mmber of ties to be treated,
either in total or for amy year, and also that the prices
ghould not be set for a long terms Of course, commitment as

to tems, would not be made without proper approval.

¢c Mr. L. Yager v/




Saint Paul, June 8, 1936

Mre L. Yager:

Your letter of the fifth about the contract
of November 4, 1926 expiring on December 3lst,

As I stated, it seems to me we should be able to
obtain & new contrasct with these people with no minimum
requirements. The maximum number of ties to be treated would
seem to be limited by the capacity of their plant,

It also seems to me that we should be able to work
out better prices than those stipulated in the present contracte
It is my understanding that the Colman Company went to con=
sidereble expense to take care of our needs and it is presumed
that they smortized such investment through the prices which
we have paid for the past ten years, Ve should be able to
obtain a reduction commensurate with such elements of cost
contained in the present prices., It mey well be that the
level of treating costs has gone down which mey vermit further
reduction,

It is my understanding that you negotiated the
present contract, I suggest you start negotiations with the
West Coast people at an early date.

s

¢¢ Mre Lowry Smith
Mre. As Je Loom




Saint Paul, June 5, 1936w

i

MR, BERNARD BLUM:

Contract dated November 4, 1926 with the J. M. Colman Company,

later assigned to the West Coast Wood Preserving Company, for treating
ties at Seattle, expires December 31, 1936. This contract provides that
the Northern Facific treat the equivalent of 3,000,000 ecross ties in the
ten year period of the contract. There has been treated total ineluding
1936 up to June 1, 1936, the equivelent of 2,841,809 cross ties. The
seasoning stock now being agsembled for 1937 renewal season, amounting

to 329,000 ties whiech are to be treated late this fall and early next
winter, will more than covér the contract guarantee.

We should make arrangements soon with the contractor for a
continuation of the present contract, or a new contract. I do not believe
we would heve any difficulty in getting a new contract at the preseht unit
treating costs under an arrangement which would not reguire us to treat
any specified minimum or maximum tles per year; in other words, treat for
us such ties sas we might require from time to time. It is barely possible
that negotiations might result in some improvements in ebnnection with
these unit prices to us.

If for any reason the contraet should not be continued, we would
bave to start tresting early this fall so ss to have all ties treated and

removed from the plant before January 1, 1937,

L. YAGER.







Brainerd, Minn., Junse 4; 1936/

MR, T. R. GIBSCN:

In compliamce with your telephone request, following is statement
of meterial treated under contract at Seattle (Colman Co. & W.C.W.P, Co.)
up to and including May 31st, 1936:

CRUSS TIE EQUIVALENTS
Miscellaneous (Piling,
Switch Ties Iumber, Tie Plugs, ete,)

Pl

14,181

14,334 291,113

174,178 159,709 2,841,809
In addition to the above there ere a couple AFE tie orders to

the orders phoned us today, amounting to 5,259 in all, which

will increase the total treated figure to 2,847,068 when completed.

“ / >

/
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