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THE WHITE HOUSE)
WASHINGTON

March 23, 1943.

MEMORANDUM FOR
MAC

Will you find out from the
ICC whether competitive bidding
is being used to sell the new
issue of $14,000,000 of Erie
Railroad bonds?

F. D. R.



CYRUS 8. EATOMN
\ TEMMINAL TOWE®

Dear Mr. President:

Deepite their premises to you, the Inter-
state Commerce Commission eoppletely dodged the
fundamental ispues involved in the Erie Railroad
cage, While the Commiasion acted wisely in deny-
ing the Erie permission to issus the $14,000,000
of bonds that were to have been sold to Morgan .
Stanley & Co., thelr studied avoldance of any
reference to competitive bidding for reilroed se
curities indicates that, with them, the Wall Street
banking fraternity comes first and the publie in-
terest last.

Ihummmtm-ﬂmtlefrw
your heavy internationsl responsibilities to get
ﬁth big stick and wield it as only you know

Sincerely yours,

b o P

President of the United States
'I-Ihlwn, D, Cs

A ey CLEVELAND, D HIQ _
i il % -
March 15, 1943 - *
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0
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March 23, 19.3.

Will you find out from the
ICC whether competitive bidding
is being used to sell the new
issue of $L4,000,000 of Erie
Railroad bonds?

F. D. R.

oo LS




OFFICE OF CHAIRMAN ALLDREDGE

March 23, 1943

Mr. MoIntyrse:
Thie perscnal note te you:

The Aifficulty I see at thHe moment
about the liuntlnn of competitive bldding
on railroad bond ismsues is the faot that
it hae not been brought befors the Commis-
8lon as a whole for ite formal determina-
tion in a regular proceeding where a prege-
dent might be set. BSeveral new Commission-
ers, inocluding myself, have never had an
opportunity to vote on thie question in a
formal way. It may be that ths request
of Senator Wheeler for commente on the
bill intreduced by Senator Shlpstead will
furmich a satisfactory substitute for a
formal case, if Otis & Company or Mr. Casey
do not appeal the decision of Divialon Four,

I 40 ot think it is improper for me
to say that I am personally in favor of
competitive bidding. It may be necessary
to make certain exceptions ms 5.E.C. has
done, but I have long believed the prin-

eiple to bé sound,
C?llﬁlﬂdgt



s Fnterstate Commerce Commission

March 23, 1943

2. HADEH ALLDAEDGE

‘Personal and Oonfidential

MEMORANDUM FOR THE PRESIDENT:

In responee to a request by telephones from Secre-
tary MeIntyre this afterncon, I tl.k.l pleasure in giving
¥ou on my own behalf the following information relative
to the declsion of March 10, 1343, h:r. Divielon Four eof
the Commiseion under Finance Docket No. 14106, on an
applicaticn of the Erie Railroad Company for the issuance
of $14,000,000 of first consolidated mortgage bonds:

1, A copy of the report of Division Four is
attached,

2. The matter of oampetitive bidding was brought j
into this proceeding seoifically by certain interveners.

3. BSince the rendition of this decision by Divielon
Four the Commission has received a letter from Mr. Cyrus
8, Eaton, of Cleveland, Ohio, on behalf of Otls & Company,
complaining of the fallure to establish by precedent a
rule requiring competitive bidding in connection with
railroad bond issues. He was advised that Oties & Company
may bring the competitive bidding questien up before the
Commiesion as a whole for its determination by filing a
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petition for reconsideration of the decision of Division
Four. To date no such petition has been filed.

4. Another letter has been received by the Commis-
elon from Mr. Max Siskind, Attorney, of Mgw York, on be-
half of Mr. Bernard E. Casey, a party to the Division
Four proceedings, seeking information as to the procedure
necessary to bring the question of competitive bidding
before the Commiseion as a whole, and he has also been
adviged that this may be done through the filing of a
petition for reconsideration of the deoision of Divi-
elen Four.

8. Benator Bpipstead of Minnesota has introduced
in the Benate of the United Btates a bill (B. 874) to
require competitive bidding in connection with the sale
of any securities by any oommon carrier by rallroad sub-
Jeot te the Interstate Ocmmerce Act. Thies bill has been
referred to the Interstate Commerce Commission by Chair-
man Wheeler of the Senate Committee on Interstate Com=
meroe asking for its suggestions and comments. The Legis-
lative Committee of the Commission now has Senator Wheeler's
request under consideration,

I may add to the foregoing items of information this

further comment!



-

In its deocision in Western Maryland Egulpment
Trust, 111 I.C.C. 434, entered Jyne EE.'li!ﬂ. Divislon
Four of the Commiseion established a pﬂuﬁnt for oompeti-
tive bidding en equipment trust certificates of railreads.
8ince that date this practice has been followed in the
sale of equipment trust certificates with very few excep-
tions. There has been no eimilar precedent established
go far as I can find in the sale of rallroad bond issues,
apparently because of a feeling that bond lssues do not
readily lend themselves %to such proocedure,

In the Columbia Law Review for January 1943, Volume
XLIII, Ne. 1, at page 89, is a discussion of the subjeet
of competitive bidding with a comparison between the
prevailing rules of the Becurity Exchange Commission
ani the Interstate Commerce Commissien. This discussion
conoludeg with the statement that "the benefits derived
from competitive sales are such as to warrant extending

the rule as far as feasible".
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INTERBTATE OOUMERCE COMMISSION

FINANCE DOCKET MO, 14108
ERIZ RAILROAD COMPANY PROPOSED DONDS

Sinman antiE

Submitted March 4, 1843, Decided March 10, 1943

Proposed issue of 314,000,000 of first consolidated mﬂrtga{.‘u
3'-percent bonds, series D, found not to meet the
requirenente of seotion 20r of the Interatate Com-
sduu:-ua Act, Apnlication for authority to losue

enied,

Edwerd W. Bourne, H, A, Tayler, and Paoa Oberlin for appli-
chAnt, ' ;

Charles #E %.‘.Llnraﬁ Earl P, Behneider, Wnlter L, Flo Max

E'  Harry Eﬁfur, Hortin H, Willer, u.n? 7

8on for LnGOrvenors.

Hobert J, Bulkley, Jomes A. Butler, cnd Herbert FPillen for
any, tuart & ﬁu., Inc., cnd Otis & Lo,
REPORTOF THE COMMISEION
DIVISION 4, COMMISSIONERS PORTER, MAHAFFIE, AND ‘MILLER

BY DIVISION 4:

The Erie Raillrocd Company on February 4, 1843, ap-
nlied for authority to iseue ;14,000,000 of Tirat-consclida-
ted-mortgnge 3l—percent bonds, scries D, [The Chesapeake &
Ohio Rallwny Compeny ond Bernard E, Cnsey, stockholders of
the, opplicant, the Roilway Lobor Executives Association and
the Brotherhood of Rillrond Trainmen wore granted loeave to
intervens hereln. The petltlen of Helsey, Btuart end Jo,,
Ino., nnd Otis and Co, for loave to intorvene wne donled
but they wore pornitted to presont ovlidonco ond oxamino and
crosg-oxunino witnossos, provided tho ispucs prosontod by
tho opplicntion ond the notition in intervention of Chesa-
ponko & Ohlio wora not brocdoned. A hearing wos hzld and at
tho eloso thorcel orasl nrgumont wne horrd. ¢

The asplicnnt hos cutetanding 14,000,000 of col-
lateral-trust 4-porcont notes, duc Japuary 1, 1953, which
wora issucd sursunnt to our ordor of Docombar 18, iﬂﬂ P
Erio Ry Co. Hawmimﬂug, 240 I1,0.0. 673, to ovidenoo o
opn from Tho Hoconefructlon Flnonoo Corporation for o 1liko
nmount which woe nporovod by our cortiflerto of Docombor 18, '
1941, in Eric R, Co, Reosonctruction Lonn, B40 I.C0.0. 715,
+Noro Notes nroc soourcd DY tho piodge of wi7,500,000 of ap-
plicant's first-consolidntoed-mortgngo 4-poroont bonds,

sorios B, also anuthorized by tho erdor of Docembor 16, 1941,
suprn, ond nro rodecmoblo after Jonurry 1, 19435, nnd prior
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to January 1, 1945, at 105 and accrued interest, Arrange-

monts werc made to purchase the notes from the Flnance Cor-
poration at 103 5/8 and acorusd intcrest. Upon the ac-
quieition of tho collaternl-trust notoe and tho release of

the §17,500,000 of firast-consollidatod-mor e bonds,

sories B, pieﬂgud as soourity thorofor su onds would bo
conceled,. To prooure part of the funds to redoom tho notes

the applicent proposes to issue 414,000,000 of first~consolidatol
me 3—poreont bonds, scrice D, and tho romainder wWould

bo suphlicd by tho applicant.

In 1iou of the sorios-B bonde which arc to bo can-
oolod, there has boon orcatod a now scrice of bonds dosigna-
tod ag first-consolidatod-mortgage 34-porcont bonds, sorics
D. Thesc bonds would be issuod undoer and pursuant to a third
supplomont to bo datod Fobruary 1, 1943, to applicent's
first-consolidatod-mortgago to tho Flrn% Naticnal Bank of
thoe Oity of Now York, trustoc, dated July 1, 1841, as sup-
plomontod July 20 1&42, nnd lugust 1, 1842, Thoy would bo
issucd as counon tonds; rogistrablc ase to principal in the |
denomination of {1,000, dated Fobruary 1, 1943, ond as rogls-
torcd bonds in donominations of $1,000, §5,000, and 410,000,
end in lrrger donooinaticne, dotod ee prnv!dnﬁ by scetion 4
of Articlo Ono of tho mortgngo, would boar intorost ot the
rete of 3% percont por annum payvable somiannually on Fobru-
nry 1 ond Auguat 1, would be rodeoomsblc at the option of thoe
applicant as o ﬂhnin or in nort on any date boforo maturity
at 1024 to and inoluding February 1, 1948, thoronfter tho
promium dooroasing one=holf of 1 porcont for two thrae-yoor
periods, and for two perlodas of two years ench, to and in-
cluding Febru 1, 1956, nnd thereafter at pnr with nccrued
interest in each cnse, rnd would mnture on Februrry 1, 1968,

Ae n sinking fund for the scries=D bonds tho nppli=
onnt would ngree, &0 leng ng nny of thom are outetanding, to
poy to the trustoe on February 1, 1944, and sn gach Febru-
rry 1 thorerfter the sum of 5140,500, puch pnymonts to bo
mnde in cash or in ceriee-D bondas, or portly in ocnsh ond
partly in bonds. All bonds so %cndcrcd would be nocopted
by the trustoc n: the applicnble rodomption price nt tho
noxt intorcst dAnto or nt tho coet to tho applionnt, oxolu-
give of intorcet nnd brekorngoe, whichovor ie leoas. Tho
monays in the pinking fund iuuid bo ueed to purchnso ecrico=-
D bonds nt o prico ar pricos not exoocding tho npplienble
rodomption prico. Within 80 &nym prior to tho next intoroet
dnto if the monoy romoining in tho sinking fund is §25,000
or mere, or Af the nmount is loas thnan $25,000 and tho np-
nliennt so roqucats, tho trustec would nppiy the monoye to
tho rodomption of sorice-=D bonds ns nrovided in the mort-
gnge. Any unoxpondod bnlnnoe would bo ndded fo tho noxt
ginking-fund instrllmont. Any sorice-D bonds acquirod through
the sinking fund would bo cnnooled and no bonds would bo is-
sucd in licu thoroof.

Arrongomonte have boon mndo to scll tho bonda, sub-
Jeet to our npprovel, to Morgan Btonley & Compnny who mny
negign intorcet in the purchnsc to othors, nt 96 rnd ng=
erucd intorcet. On this bosis the nvernge annuol cost of
the procceds to the npplionnt would be npproxim~toly 3.856

porcont.
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After being gronted leave to intervene the Trllwa
Labor Executives Association and the Brotherhood of Rnilr:;ﬂ
Trainmen took no further part in the proceedings., The ob-
Jections of the intervenors to granting authority to isnue
and soll the bonds are substantially alike to witt the offer
of only one lnvestment banker to purchasc tho bonds was con-
sldered and acocpted whilo anothor group of invostment bankora,
upon learning of the proposcd rofinancing, sought but was
not given an oppertunity to makc an offori therofore, tho
oele as proposcd is improvidont inasmuch as a beottor price
might have boen obtainod., Tho applicant's position 1s that
when this cndeavor to mako on of for for tho bonds wns pro-
sonted te 1t arrangomonts had by that timo boon complotod
Tor their sale to Morgan Btanley & Company.

Censiderable tostimony wos presontod by tho appli-
cant regerding the econeiderations leading up te this pro-
poscd rofinaneling, Conforcncos wore hod by ite officors
and mootings of the financo committos and of the beoard of
diroetors wore held; minutos of somo such mooting wore in-
troduccd in evidenae, It appears that at tho time of ap~
plicent!s roorganization in December 1841, there was a de-
girs to ralss the new moner required through a publie offer-—
ing but because of market conditions then obtaining 1t was
not practlcable to do so and the money was nrocured from the
Reconstruotion Finance Oorporation for which the collateral-
trust notes were iespued, The applicant's officers have
kept in mind, however, the refinancing of the collateral-
trust notes whenever a favorable opportunity to do Bo oo-
oeurred., About the middle of January 1943, they concluded
that the time had arrived whon such refinancing ocould be
undertaken. Accordingly nogotiations woro had with the Fi-
nance Corporation which rosulted in 1ts finally agroolng to
goll the notes to tho applicant pt 105,625 and accrucd
interost, In tho courso of thoeo nogotliations 1t dovoloped
othor partios wore intorcetod in purchasing somo or all tho
collatoral-trust notce,. Tho Financo Corporation thoro-
aftor fixod 5 p.m, January 29, 1943, as a timc limit wkthin
which tho spplicant could purchnso %ha notos, Tho appliocant
oxorclecd ite option within tho epooificd limitation and
pald for the notos on Fobruary 27, 1943, using funds in ita
troosury for thant purpodo. Buch poymcn£ reduced the appll-
cont's onsh on hand March 1, 1843, to §5,053,000. The
trooceury would be roimburscd in part from the proccods of
the proposed sale of tho first-consolidatod-mortgoge bonds,
scriog D, herotoforc descoribod.

As Juet indicated tho opplicant's cosh has boon ro-
ducod $14,507,500 by tho purchase of the collaternl-trust
notos, Until ouch timo as tho cash position is rostorod by
carnings or rofinanolng 1t may decido to rosort to short-
torm loana ovidoncod notos issuod undor tho provisions of
sootlon 20a(8) of tho Intorstntc Commorco Act. Tho appli-
ennt's finoneco committoc ond its bonrd of dircotors have
antielpntod thisg situntion and have authorized loans up to
$11,000,000 for o ehort period,

A witncss for the applliennt concodes that tho
nmount of savinge from the rofinnnoing would not bo lnrgo
but he assorts thnt thore would bo some savinge., This
point will bo coneidored horeoinnftor. Thic witnoss also
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tostifiod that while the matter of effecting o 8aving wre o
conelderntion entering into the mroposnle 1t was not deemed
to be of mnjor importance rnd there wore other fnotors hnve-
.'ln?' grantor wolght in determining to refinnnce. Theso were
(1) the extenslon for five yenrs from 1953 to 1958 of the
indcbtedness now reprosontod by tho collotornl-trust notes,
thercby affording n moro widoly distributed sorios of
maturities. The appliernt expocots to be nblo to rotire
during the 15-yenr poried to 1858 all indobtednoss maturing
therein, including the proposcd sorice-D bonde, nnd thoro-
aftor, tho noxt bond maturity would be Beptombor 1, 1971
(2) the simplifiention of theo enpitnl structurc through the
eliminntion of & collatornl-trurt Lssuo: (3) a widor dlstri-~
bution of the npnlicant's scouritice thus facilitating tho
opportunlity to purchnac thom for tho sinking fund or for
thoir rotiromont, thoroby coffsoting dobt roduction. Theo eall
prico for tho sorics=D bonds is nleo lower than for tho
collntoral-trm:at notoo.

Euch tostimony wns prosonted ns $o tho nnturc nnd
effoct of the obligntion whioch mny havo existod botwoon the
applicant nnd Morgon Strnlcey & Comprny, arisinge cut of np-
plicant's ngrooing to purchnac tha ecolinternl-trust notoo
on the aftornoon of Jonucry 28, 1043, bogrueo of thoe undor-
standing thnt tho bankers tould pay not loes thnn 95% for
tho sorics-D bonds to bo lssucd in rofunding tho notes, nnd
tho excouting thoronftor of thoe writton controct to purchaso
tho serice-D bonde nbout 3:30 p.m. on February 3, 1843,
Thie testimony esems to have been adduced for the purpose
of alding in the determination of the question whether dur-
ing this pericd the applicrnt wos so situated thet it
could have accepted scme other offaer if it so elected.

Cpinion testimony was ¢iven as to the effect on an
issulng company's credit of recelving too hiph & price for
1ts securities and of the subsequent scle of such seouri-
ties to the public at a recession from the initial selling
price, such as wzs sald to have been the case of nppli-
cant's 1ssue of ulaﬁaauiuou of Chlo divislon firat-murtgngu

Oa

3%-percent bonds authorized on October 27, 18941, Erie R
ifitneesas for {hu npﬁifnnnt

Reorganizaticn, 249 I.C.0, 413,
were o 8 opinlon that such a condition was detrimentel
to applicant's credit and hod on effect on ite future financ-

ing but did not venture to meke an estimate os to tho mea-
sure of such AomMARGOS. Cn the othor hand, wltnosses for
the opposition wore of the epinion that on overpricing of
an ispuo would have no offoot on the applicant's credit or

Juture financing.
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In belalf of Halsey, Btuart & Co., Ino., and Otis
& Co., 1t wag teetified that ihur would undervrite for 10
daye %ha applicant's purchase of the collateral-trust notes
from the Finance Corporation at cost to the applicant, the
notes to be in merchantable form, or they would undervrite
for 10 daye the §14,000,000 of the mroposed 15-vear per=
oent bonds, serles D, at the propoesed selling price 26

and nunruaa interest. If either proposel were accepted the
applicant was to advortise immediately for bids on the basis
that the highest bid would be accentod. Haleey, Btuart & Co.,
Ine., and aseocclate raeerved tha right to bid at such advar-
tlaei gala, and if thc serice-D bonds were offered for sale
thay would azrec to bid a higher price than 86 and acorued
intercet. Thera was aleo somo further testimony given to
explaln the intent of these propoesals, but those &re matters
Tfor tho censideration of the nppliclni if it daslres to do

8o, and arc portinant hore only &as an indication of the
opportunity the applicent hes to sell the bonds for some-
thing above S8,

Cthor testimony wae presentad morc or lese oumu-
lativo in nature, som: of which was not matcrial to tho
issuce noroin invelvad. In viow of tho disposition to bo
mada of this application, ae horolnafter lndicatod, it 1s
unnecessary to summarize such teetimony in this reoort.

The purchase &t 103 5/8 of §14,000,000 of col-
lateral-truet d4-percent notes, due January 1, 1863, from
the Finance Corporation involves the payment of a premium
of 507,500, If the purchase a4t that price were made by
any cne £g an lnvestment, he would recelve a 3,556 percent
¥leld to maturity. The applicant expects to pay & sub-
stanticl amount of exgess profit taxes in 15943 and will pay
a tax of 81 percent of puch profit. As the premium will
be deductible from the aomount of excess profit tox payments,
the applicant mgeumes thet the net coest of the premlum peid
will be 19 percent of £507,500, or U98,425,

The applicant showe thet the isesue and sale of
$14,000,000 of ite firet-coneclidoted-mortgoze 34-percent .
bends, eerles D, maturing Febryary 1, 1058, at 96 peroent
of par, wlll respult in o disccunt of £550,000, to which
should be added §12,000 for printing, legal expenses, eto,.;
that the annual cherge for amortizotien of discount amountes
to §38,000 per annum; that the annunl interest charge at
3% percent omounte to £490,000 per annum, or a total annual
cnarge for amortization of discount and interest of §588,000,
wnich moy be cempared with the present intercst charge Dé
4 parcont on the ocollaoteral-truat notes in the ameunt of
$580,000 per annum, or 4 reduction of §$32,000 in anmeal
chargee; and that the New York Btate mortgaze tax of
approximotoly $28,000 and tho Fedoral original issuance
tex of $15,400 aro chargenble to income for the year ln
which poid.

A8 przeanted by the applicant the net promium to
be peid and the cost of moquiring thoa collateral-trust notee
would be on the boels of a 3.92-peroant intarest rate to
moturity, wherone the sale of the serice-D bonde at 86 would
produce an affective rate of 3.86 percant to maturity, o
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llvlng'uf saven one-hundredthec of 1 nercent, or giving

:nnu n::l..:n t.i gm Hew ¥drk Btate g e tax, Faderal
ssuanga X, printing mortpaces, hon egal expenses, eto,

the etfautiv; annunl gharge vuuid bo E:BB percent, an illauc&

8Aving from the vroposced refinancing of three onoc-hundredths

of 1 porcent, or §4,200 per annum,

Tho evidenoe 18 in substantinl agroemont that there
will bo seme slight slipht saving from tho nropoeed finanoing,
m'ovidod considerntion is givon to an assumcd roduction in
tho excose profit taxos which mey be nsposscd on mpnlicant's
carninge for tho yoar 1943, and tho possibility of such taxos
in all subsoguont years 1e irnorad., Howevor, if onnlicant's
eornings oubscquent to 1943 should be subjoet to nn oxocesn
praflt lovy, thon thoe assortod oaving would beooomo n loss.

In giving conoidoration %o tho rocord ne nrosontod,
wo ocannot undortnlio to indulgo in opoculstion as to tho of-
foot of possible futuro toxoo upon the proposod issuc, which
would commit us to tho polioy of apiroving an issuc of so-
euritics moroly boonuso tho oXpenscs incurred in connoction
thepowith would roduce tha nmount of mpplicent's lowful
tnxose. On roflcotion, wo aro not convincod that n spooulne
tive roduction in toxos ie o entisfactory bnole upon which
o glve our approvel of thie sscurity issus.

The evidenco shows (o) that the 514,000,000 of
notes have been purchased from the Flnanoe Enrpnrntion at

103 5/8 percent of par, or ot a premium of L$507,500,t0

which should bas added accrued intorecst nt 4 percent Trom
Jepunry 1, 1843, to date of »urchann on Fobruary 27, 1943:
(b) that the 14,000,000 of bonds ‘wve been sold subject

to owr approval at 95 percent of unr and acorued intercat
from Fabruary 1, 1943, to dnte of dolivory, On this basis
tiho proceeds from the sale will bo 113,440,000, from whioch
there should bo deductod New York mortgnge tax 528,000,
United Statos original issunnce tax $15,400, coat of print-
ing, oto., §4,500, legal cxponces 8,000, leaving 813,504,100
48 thoe not ;wununau from the prupuﬂn& issug which, togothor
with troasury cash in the omount of $1,123,400 will bo used
to meot the cost of 514,507,500 for rotiring tho §14,000,000
of collatornl notos.,

Exhibits prosentod at the hooaring show computntions
of ocosts in roepoct to tho propoecd bond issuc and proscnt
dntn from which it can be dotorminod that na of Jonuory 1,
19535, the epplicont would have pnid 5,500,000 intorest on
tha sollateral-trunt notes, whorons on tho soame dnte 1t will
have paid §1,260,000 into the sinking fund, $4,420,174 of
intoroat and a1,iza,anﬂ of discount, promium ond uxpcnunu&
or a totol outlny of (6,803,574 in rospoct to the proposc
bonds, Of this outlay tho $1,260,000 pnid into tho sinking
fund, ot redemption rotos, would roduce tgu princinnl nmount
of bonds outstonding from 14,000,000 to 712,765,000, o net
reduction of 1,235,000 in deht.

The Aintereat payobla frem Jonunry 1, 1943, to
Jonuary 1, 1953, uson the 4-percent collateral notes ie
is,am,oob equivalent to nn ~nnuel expenditure of $560,000.
he intéroot upon the 3f=percént bends from Febfunry 1, 1943,
{dnte of the proposed bondas) to February 1, 19588, giving
effect to einking-fund paymenta of El&n,oo& per onnum nt the
redemption rotes provided in the indenture, is §6,804,501,
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to wnieh there ip ~dded premium in the omount of £507,500,
dipoount in the “mount of (530,000 vnd expsnses cesignable
to the lsrue in the amount of §56 , tnd sinking-fund
poyments in the omount of g2 1nn,6ou, er o total of
£10,087,801, which is |qulvninnt to an onnual coet of
wB68,5823.70, « part of which would be desvoted to the
retlremant of debt.

Further, the total cost of the notes to moturlty,
lneluding poayment and dischorge of the debt, on Janunry 1,
1653, would 19,800,000, whare.s the total coet to
miturity of the proncsed bonde, ineluding payment ond dio-
churze of tho debt, giving effect to sinking-fund p enta
et the refcoption roatoe atated in the indeonture, will ba
t£1,5668,001, or on inoracead outloy of {2,385,901.

The iesua of the proposed bonde and the cahcelo-
tion of the ocollateral-trust notes will not rosult in any
currcnt roduction in epomlicant's fundoed debt. The bonde
would matura in five yoors aftor tho dnte of moturity of
tha outatonding notes: the premium to be pald on calling
the notos ond the discount ot whien the bonds arge proposcd
to be oold noceesitoto oxpondituroe whieh are not warrontod
by an oxtonslon of only five yoers in tha dabt cnd the
rodugtion in coupon intorast rato from 4 to 3% porcant.

Without moro convineing evidence thrn the oreeont
rocord affords of tho danger thot undorrritors ore likoly
to injurc tho Erie's crodit by paying 1t too much for its
oonds, wo orc unable to say that 1te monsgers werc justifiod
on thot ground in deelining to oxplore the possibllity of
gatting o bottor priec than 86. The ovidenco givan to tho
affeot that tho mancgors considerod thomselves obligatod to
earry out arrangoments medo to poll at 856 boccuge of the
etoga to which thoes had progressed wnen theoy leoornoed of
tho possihllity of & somowhat better nrice, is more impros-
sive, and it 1s given andded weight by proof that ns of
tho time wnen the dirgotors conoluded finally to agoept
the undcroritors' offer, 96 was o good vrice for the now
3k-parcent bonda.

IT tho cdoquecy and foairnose of tho priee wore
tho only thinge to bo considorod wo eould,noteps ,mporow tho m-
plicotion. Wo are not convinesd, howovar, that the prob-
oblo cost to the cpolicant of chongl eroditore 1s Justi-
flgd, nor thot if tho Reconstruction Finanea Corporntion
loon 1e pald off the ontire 14,000 000 dobt should bo ro- |
erentod. Tho ovidonco, wo think, eloarly shows that the |
eosts imaodintely rolatod to thoe orogosod transcctionas i
w#ill oxcced any direct boneflte therofrom, ond it is our |
opinien that this foot autwulgga tha othor considerntions
doomed by the opplicant, as obova statod, to o advantages
rosulting from tho transnotion. In ite Annunl Romort to
tho Conarves for the ycar 1841 the Commierlon sold:

* & * Morcavor, 8o far ae most of tho rall-
roads whieh ore not in bankruptoy aro oconcerned,
it pcome clonr thot it =pould be o mietoake, An tho
prosent tide of apparantly rovived corning power,
ta iznoro the feet thot they noave o vory hoavy
burdon of debt cnd that 1t moy b o erippling
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burden in the future, 1f earnings should radically
decline. Te have noted with approval that many of
the ianagemente are avolding tnles mlotake and are
uping the favorable u*m.mgl of the present, in one
way or another, to reduce fixed charges as rapidly
as orepcticable. While stockioldere may on first
thought ba disposed to object to such & polisy, it
in the stockholders vho will suffer moat in the
avent of future ineoclvency. They will, we belleva,
he shortsighted if, by inslstonce on immediato
dividonds, thoy Jeopardize the contlnuance and
possible expanelon of a progrem of debt reduction.
It ig cloarly the sans and sgound polley to pursua.

Inat oxpreesion ie &pplicable harc. The presant opportunity
to reduco dott should be utilized Whilo the reduction in
casn inoidont to rotiring the notee moy Justify replenishing
the treasury of the company, it is not nocomsary to do so to
the eoxtont uroszoecd, Furthormoro, it sesms scmewhat doubt-
ful if it is neoocssary to do sc at ell on any long-term
basis. On thot point, howover, w¢ need rooch no conclusion
ct thio timo.

Upon eoneldoration of the cpplication and the
avidones srosented ot the hoaring, wo are unchble to moke
tho roguired finding undor Section 20a of thoe Intoretato
Commeroo sct thet the provesed lseuc (o) is for somo lawful
objoect within applicant's corperato purvoscs and comoatible
with tha public intorost which ie nocessary and anprooricto
for, or consistont with th2 nroper porformance by it of
gervice to the oublic oe o0 common carrier and whieh will
not impelr ite abllity to oerform that servieo, and (b) 1s
rooeonntly nocoseary and enwnropriate for such purposg.

An order donying the npmlicction will be antored.
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ORDZR

At o Bossion of tho INTERSTATE COMVERCE COMMISSION, Division 4,
hold at its ufi!.a% liﬁ!ﬁﬂﬂngton, D. Ci, on the 10th
day of March, A. D. . A

FINANCE DOCKET KFO. 14108
ERIZ RAILROAD COM:ANY  RO; OSED BONDE

Invcetigntion of ths mattors and things lnvolved
in this prococding hoving beon dodb, & hearing having bocon
hold and orel argumont having beon heard, and said division
hoving, on tho dato hergof, mndo and filed o report con-
toining its findinge of foot and conclusione thercod, which

* poport is horoby reforrod to and made a pert horsof:

It is ordored, That the appllieation of tho
Eric Rodlrvood Dompony Tor outhority to lssuc (14,000,000
of first-consolidntid-mortgags 3f-percent bonde, serize D,
be, and 1t 18 horaby, dzniod. ;

By thoe Commission, divislon 4.

W. ¥. BARTEL,

Socretoary.
(SEAL. )
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October 18, 1943.

Dear Jow:r-

It goes without saying that whathsr yom
like it or not you will be reappointed when your
tarm axpires!

Az to Mr. Rogers, I have very little
information about bim. Do you want to give me
& slen$? If you do not want $o put it i
"riting, ﬂ"“lm-hm.

Always sincerely,

re f_fr-(.(u., &

-¥3
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Hratherhood Eacomotive Engineers
Qleelnny, o,
EXECUTIVE DEPARTHMENT

A JOHNETOM
BRAAD CHIEF IMOIHETR

Ootobar 13th, 1943

The President
The White House I'\.‘
Washington, D C

Dear Mr President -

83 & member of the Interstate Cormerce Commission of Kr.

John L. Rogeras expires December Sl, 1943; he having been
gppoImted in IB3T.

48 you no doubt lmow, the term of office y]
Frior te Mr. Hogers' appolntment by you
he served for many years as mechanisal engineer with the
Bureau of Locomotive Inspection, Interstate Cormerce Com-
miasicn, and in other capscities with the Commission and
I am confident that his record justifies my wholehearted
endorsement of him for reappointment.

Therefore, 1t will be considered as a
personal favor, Lif you will continue Mr. John L. Rogers as
8 member of the Interatate Commerce Commission.

Very truly yours.
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