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develand January 27 1920

M James O Sully
Merchants National Bank Buil di ng
San Franci sco Ca

Dear Sir

Your letter of January 14th reached this office
during the witer's absence fromthe city.

It would be pretty difficult to give you a genera
outline of our profit sharing plan because it is quite com
pl ex, very unique, and is sonething nore than a profit shar-
ing plan. It is really an integral part of our Partnership
Agreenment, a copy of which | am sending you herein.

) This programor piece of machi nery, ampng other
t hi ngs, does the follow ng:

(1) It gives a partnership purely a simlar continuity
whi ch attaches to a corporation

(2) It provides for what we believe to be an idea
profit sharing plan;

(3) It holds out a future to the worth-while menbers of
our staff. Under its provisions, it is entirely thinkable
that the young man who starts with the organization as a
junior clerk, mght, before he dies, be the senior partner of
the firm

(4) It capitalizes and actually turns into the "coin of
the realm the nost val uabl e asset an accounting organization
has, nanely, its Goodwill, and does so in a way that he who
acquires a shape in the goodw Il partnership by buying into
it under the provisions of the agreenent, does so wthout
putting up any actual noney. The mat hematics of the schene
as applied to our problem results in a capital and goodwi Il
val ue per share, which is less than the profit distribution-
val ue of the share. In other words, if the organization con-
tinues to do about 80%as well in the future-as it has over the
average of the past three years, each share nore than earns its
purchase price with the consequent result that buying in nmerely
means making figures on books and transferring bal ances from
one account to anot her. In this respect, it comes pretty
close to being perpetual notion.
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M J O Sully

O course the particular piece of machi nery contained
in this instrument nmay have to be nodified to fit your own
situation, but the docunent may, neverthel ess, be suggestive in
wor ki ng out your own pl ans. It was the result of |ong and
careful thought, and before it wss finally adopted, was care-
fully studied and rewitten by able |egal counsel

Shoul d sonme of its provisions be not entirely clear
to you, we will be very glad to answer any specific and concrete
questions which you nmay care to ask.

Yours very truly

ON-D | AA_
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