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MEMO, BY H, B, COOPER,
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CHICAGO, MILWAUKEE & ST, PAUL.
Deer Mr, Rockefeller:

While absent on my recent trip, sfter having completed the inapec-
tion of the S8t. Paul R.IR.. I wrote you stating that I found conditlons, in my
judgnent, satisfactory, and advising the purc'imso of this setock when opportu=
nity offered. While still lacking certain statistics of the property which
I requested {which in delaying to furnish me it seems to me the company has
besn rather remiss), I give below, briefly and without the burden of statis-
tics, the reasons affording the basis of my recosmmendetion at that time.

L. UANAGEMENT: Those whom I met and talked with seemed to me to be of

& high order as compared with the officials of cther roads. They sesmed,

generally speaking, able m;n. straightforwvard and well informed. Mr. Harling,
the Presidant, is, in my opinion, a dietinctly high-class man, and moreover
one entirely trustworthy. Hia sole interest ssems to be the welfare of his
proparty.

2. PHYSICAL CONDITION: The property is, generally aspeaking, in first
class condition. HRoadbed, reile, ties, bridges, terminals, bulldings, etc.,
are all well kept up. At the same time, I judge from the operating results
attained, and by comparison with conditions in competitive propesrtiea, the com-
pany nasds to spend a considerable mﬁount of money in internal improvement snd
development; for instance, thoy are not as wll equipped in the matter of
sidings and passing tracks as the Chicago and Northwest; more yards are needed
in gertain places, etc. In talking with the Vice-President end Operating

Mansger, he adnltted that the company, in his gpinion, needed to spend eay




$25,000,000 in internal improvemenis. This judgment of his, however, was
somawhat contestsd by Mr. Barling, the President. It is sapparent, however,
that the company has deferred such mattars untll such time as its extension
to the Coast is completed; they are bending all thoir enoergies upon the quick
and proper completion of this extension with the idem of returning to the
other problsms of improvement on the other parts of the system when that work
is finished. It is, thersfore, nothing swhioh would indicat; a lack of atten-
tion. y

The matter of track elevation in both Milwaukee and Minneapolis is
pressing rather acutely. 8o far, the company has avoided doing so through
political manipulation, and they claim that they will be able to continue de-
fermont of auch action for some years to come, However, I doubt this, and bhe=-
lieve they may just as well make up their mind io mest this elituation at a
total expenditure of from Nine to Ten million Dollars in the next two or three
years.

The equdpment is, gensrally speaking, in good order. The ¢ampany
was provident enough and rich enough to take advantage of the recent depression
and consequently lower prices to bring all thelr equipment up in almost = per—
fect state of repair, They will need, however, in the couree of m short time,
in my opinion, m greater guantity of large box cars. They are apending large
anounts at the prasent time in the purchase and menufacturs of new equipment
to provide for tho necessities of their extension, so that this difficulty ie
undoubtedly being sradicated.

3. OPERATIONS: Generally speaking, and by comparison, the road is
ef ficiently operated, although I note by comparstive statistics that some of
their competitors seem to get greater resulta. This will partly be met by ex-

penditures for internal improvements rendering poesible quicker train movement,




heavier train loads, etc.; but also the company seems to be subject to the
eriticism of not keeping detailed etatistics on aull matters of opermtion as do
octher large railrosds. It was my impression that they did too much by rule

of thumb. Mr, Barling, while very progresaive in a large way, is in many
matters of detall rather old~fashioned, judging by the standards I have seen
on other properties. He is nevertheless & msn to aerve well the interests of
the road’'s customers, and I found everyvhere that the rosd was more popular
with the shippers than its competitors.

4. EXTENSION 10 THE COABT: +thia extension le, in my opinion, well judged
and being extremely well executed. The location is strategio and the exten-
sion will, I beliewvo, open up a large volume ?f new traffic and pay for itself
in very guick order. It is being most prcmpf;y and moet stably conatructed,
the work being carried on with a disputch which by comparison, for instance,
with the Western Peciflic, is most impressive. While in its early stages the
dividend payments on the additional One hundred Millione cf atock may be some-
what of a drag on the sarnings of the rest of the syestem, I think this will be
quickly corrected, and the extenslon will of itself show = nice surplus.

5. HIDDEN EQUITIES: The company has approximately 36,000 acres of
ooal 1aﬁd in Illincia, estimated to contain 180,000,000 tone; also other cosal
lands along tha line of itea sxtension, The Iilineis lends showed m profit
for 1908 of $250,000, which was not distributed.

The cuampany has also timber lands, which they have bought at cheap
prices, agzregating $11,000,000 and which will contaln, conservatively, 18,000~
000,000 feet of lumber, The company made about $1,000,000 in 1908 out of
thsse lands, which was undigtributed. It is the intention of the company not

to sell this tiwber, but to let it ipcrease in value. Earling estimated thut




in 15 years this timber will in itself be worth from $60,000,000 to
$75,000,000. This seems rather rosy, but I bave no doubt it will increase
immensely in wvalue,

The company has also about §16,000,000 represented in the building
of branch lines, etc., which have never beeén bonded.

The company has sbout 27,000,000 bonds, averaging 6%, falling due
up to and including 1910, which if refunded on & 3.80% basis would save about
$500,000 in interest charges. In the refundi;g of these bonds, there may
well be presented an opportunity for giving righte to the stockholders.

6. OTHER CONBIDERATIONS: The most influentiml spirit in the organiza-
tion is Mr. William Rocksfeller. Hr. Earling apparently confers with him on
all larger matters of policy, and everywhere }a'evidant a conssrvativensss
matched with progressiveness in the handling of the road's affairs. Mr.
William Rockefsller informed me confidentially that he holds 500,000 sharea of
the stock, part preferred and part common; some of this of course cost him very
low prices, and all undoubtedly much reduced 1n ocost by constant trading in
the stock in the open market. There, therafore, opens the question of policy
as to identifying oursslves in a large way in a property whoss destiny is prac-
tically controllsd by him; alasc there is the question vhether, in any consig-
erable purchasss, we would be buying his stock? I judge, however, that he
hes sincere faith in the future of this property, so that I doubt much if he
would consider selling uny particular smount of stock except for trading ﬁur—
poses.

Furthermore, there seemed to be a strong undertons in his conversa-
tion &as to the desirabllity of aharing with stookholders in the shape of stock
rights any advantages to be gained by refunding,new capitalization, etc. He

seams to fear that the drift of legislation is against the advisability of



further charging new construction to earnings as the road has been doing in
the past, so that new construction, which properly belengs to capital aoccount
but whioh the 8t.Paul has, for the purposes of conservatism, been charging

to esaranings, will in the future be represented by capitalization which in turn
will probably present righte to stockholdera.

7. CONCLUSION: ‘¥hils there are soms thinge subject to criticism in the
condition and management of the road, I thinklthay are nostly more or less in
the nature of detaila, and that in a large way we can afford to ignore them,

I believe the propsrty has an important destiny, and will as tims goes on sell
higher. Furthermore, ths existence of the hidden equities presents possibili~-
ties in the way of additional distributions, -
Balanoing the sntire situation, I b@iiovo the stock to be & purchase
and recommend 1?- purchase whenever favorable opportunity offers. I believe
that we could w&ll afford to have, say $3,000,000 to $5,000,000 invested in
"this property.

Yery truly yours,

Mr. John D. Rockefeller, Jr.
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'Mr. John D. Rockefeller, Jr., '
Dear Mr. Rookof"qllor., it ) -

[ uqdiown of goundation) recailed my ovarnight t0 me.
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The above would come properly in my pravious memo under the hgad'aff e
“Hidden Equities" — 1t was there that I intended to ingert it. It is, 1 .;
judge from his convorsation. My, iillism Rookafeller's idea and Mr._nhriing s-':“
as well, thnt the finanocing of thil lxtonlion will proyida the hnnit in th?
course of a year or two, for very valuable rights to bo given to 8t.Paul ltqoﬁ

holders, g

I would suggoest that sfter reading thil_ybu pass it to your father
20 that he may have it in vomneotion with the pravious memo. which you:at&foh’gﬁ
you had forwarded to him.

Yery truly yours,

HJ.J.IG;CL.T.. 0"_'; nt
NHorth Tarrytown, New York




