57
w7

REPORT

OF THE °

COMMISSION

AND OF THE

MINORITY COMMISSIONER

OF THE

United St ey Paif Railway Commisson,

APPOINTED

UNDER THE ACT OF CONGRESS APPROVED MARCH 3, 1887,
~ ENTITLED “AN ACT AUTHORIZING AN INVESTIGATION
OF THE BOOKS, ACCOUNTS, AND METHODS OF
RAILROADS WHICH HAVE RECEIVED AID
FROM THE UNITED STATES, AND
FOR OTHER PURPOSES."

ROBERT E. PATTISON, or PENNS8YLVANIA, Chairman,
E. ELLERY ANDERSON, or New YoRrk,
DAVID T. LITTLER, oFr ILLINOIS,

Commissioners.

REPORTED BY

OHARLES P, YOUNG, of New York,

SECRETARY AND STENQGRAPHER TO THE COMMISSION.

WASHINGTON:
GOVERNMENT PRINTING OFFICE.

1887.
1514 ¥



Central Pacific Railroad Photographic History Museum
Property of CPRR.org © 2006 - Use by permission only.
Use constitutes acceptance of the CPRR.org User Agreement.
Modified from content made available courtesy
Google Book Search <http://books.google.com>



REPORT.

To the President:

The United States Pacific Railway Commission, the members of which
were appointed by you on the 15th day of April, 1887, pursuant to the
provisions of the act of Congress of March 3, 1887, respectfully present
to you the following report of their proceedings and conclusions :

The Commission was organized immediately after the appointment of
its members by the selection of the Hon. Robert E. Pattison as its chair-
man.

Deeply impressed with a sense of the magnitude and importance of
the dutles which had been assigned to it, the Commission took such
measures a8 seemed most appropriate to secure a complete performance
of all the matters referred to it, so as to enable it to report intelligently
to you, and to make full answers to the many subjects which it was re-
quired to investigate.

The Commission selected as its chief accountants Mr. Richard F.
Stevens and Mr, William Calhoun. To Mr. Calhoun and his assistants
was assigned the duty of a complete examination from the very incep-
tion to the present date of the accounts of the Union Pacific Railway
Company,including therein the accounts of the Kansas Pacific prior to
gle pf‘i)usolidation of 1880, and the accounts of the Central Branch Union

acifie.

To Mr. Stevens and his assistants was assigned the duty of making a
similar examination into the accounts of the Central Pacific and of its
various branch and auxiliary lines and the accounts of the Sioux City
and Pacific Railroad Company.

The Commission also selected Col. Richard P. Morgan, jr., a practical
and experienced railroad engineer, and to him with his assistants was
agsigned the duty of personally inspecting all the railroads that had
been aided with United States bonds and all their branches.

Mr. Calhoun assigned the duty of the examination of the accounts of
the Central Branch Union Pacific to G. F. Perrenoud, and Mr. Stevens
assigned the similar work respecting the Sioux City and Pacific Rail-
road Company to Mr. Henry J. Anderson. .

The examination of these accounts and of the vouchers and papers
connected therewith has been extremely laborious. None of the reports
were completed before the month of November, and the final report
and tables-affecting the Union Pacific Railway Company were received
by the Commission near the close of that month. It has therefore been
impossible for us to make any critical examination of the results reach:
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4 REPORT OF THE U. 8. PACIFIC RAILWAY COMMISSION.

by the accountants and the inspecting engineer. We submit herewith
the respective reports of these gentlemen with the tables, statistics,
and exhibits thereto appertaining, which will be found in Volume 8 of
the Evidence and Proceedings herewith submitted.

The Commission itself immediately entered upon the duty of person-
ally examining the directors and officers of the respective roads and
all witnesses who, in its judgment, were possessed of any knowledge
which could shed light on the subject-matter of theinvestigation.

The principal examinations have been conducted in New York, Bos-
ton, Omaha, and San Francisco ; but the Commission has also exam-
ined witnesses at a vast number of local points for the purpose of ascer-
taining the relations existing between the different railroads and the
local communities, and of giving full and abundant opportunity to all
persons who had business relations with these roads to state their views
and make known their complaints, it any.

The evidence, statements, and tables relating to the Union Pacific
Railway are mainly contained in the first four volumes of the evidence
herewith submitted. The evidence, statements, and tables relating to
the Central Pacific Railway are mainly contained in volumes 5 and 6.

For the purpose of presenting its conclusions intelligently, the Com-
mission has divided this report into three parts.

The first part relates solely to the present condition of the respective
companies, existing relations between the companies and the United
States, and to the remedial measures which, in its judgment, should
be adopted.

The second part of the report contains a review of the financial oper-
ations of the bond-aided companies from their origin to the present
time.

The third part contains answers to the various interrogations con-
tained in the bill under which the Commission was constituted.

PART FIRST.

PRESENT CONDITION OF THE UNION PACIFIC RAILWAY COMPANY,
ITS RELATIONS TO THE GOVERNMENT, AND CHARACTER OF BE-
MEDIAL LEGISLATION REQUIRED.

The Union Pacific Railway proper consists of a well-constructed, sin-
gle-track road, extending from Council Bluffs, Iowa, on the Missouri
River, to a point 5 miles west of Ogden, in the Territory of Utah, a
distance of 1,038.35 miles. Italsoincludes the railways formerly known
as the Kansas Pacific and the Denver Pacific. They consist of a well-
constructed, single-track railroad, extending from Kansas City, Mo.,
to Denver, Colo., and thence to Cheynne, Wyo., there uniting with the
Union Pacific Railway. The branch from Leavenworth, Kans., to Law-
rence, Kans., was a part of the Kansas Pacific Railroad as originally
constructed.

The respective Iengths of these railroads are as follows:

. Miles
From Kansas City to Denver .... .o o iin i iiciiiiaimciccaacacaevnana. 039,32
From Denver to Cheyenne ......cccuvuvmieiciann concnensesanceranacssananas 106
From Leavenworth to Lawrence ..... ... .cocoeoccaooceacoecncacaaaanan-no. 3S1L.90
Total...ccoauns I RN i .
Add te this mxlea.ge the mﬂeage ‘of the Union Pacific main line............ 1,038.35

There resnlts as the total mileage of the TInion Pacific Railway Com-
pany, exclugive of its branches ........ SOty 1, 815. 5%
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The United States subsidy bonds did not apply to the entire lengths
of the railroads above described. On the Union Pacific Railroad they
were issued from Omahba at a point 3.97 miles west of Council Bluffs to
a point 5 miles west of Ogden, Utah ; on the Kansas Pacific Railway,
from a point halt a mile west of Kansas City, Mo., to a point distant
therefrom westerly 393.94 miles. The original location of the Kansas
Pacific Railway had contemplated its junction with the Union Pacific
Railroad at the intersection of that railroad with the 100th meridian,
By an act of Congress passed July 3, 1866, its location was altered so
as to permit it to extend directly to Denver, Colo., and to make its
connection with the Union Pacific Railroad at a point not more than 50
miles westerly from the meridian of Denver, in Colorado. It was also
provided by this act that the said company should be entitled to only
the same amount of the bonds of the United States as it would have
been entitled to if it had connected its said line with the Union Pacifie
Railroad at the 100th meridian. The bonds were in fact issued for a
distance which is the equivalent of the line as originally located. This
equivalent is reached at the poiut above mentioned, 393.94 miles from
the initial point.

The railways above described are fully provided with terminal faeili-
ties, side tracks, station-houses and railway equipment, and, with the
exception of the shops, machines, and tools at Omaha, represent a well.
built and well-equipped property, which is fully able to discharge all
the services that may be required of it.

The territory in which these railways are located, for a distance of
about 250 miles west of the Missouri River, is an agricultural country
of great fertility, the population of which is rapidly increasing, and
which affords abundant promise of a fature development which must
largely increase the earnings of the roads, to which this region is tribu-
tary. Beyond this section the road passes through a country gradually
increasing in elevation and decreasing in fertility, in natural resources
and in -population, until the base of the Rocky Mountains is reached.
From Denver to Cheyenne the character of the country again improves,
centers of populatlon are more numerous, and the many deposits of
mineral wealth in the Rocky Mountains tend to increase the earning
power of the railway in this locality. From Cheyenne to Ogden the re-
sources of the country are again scanty, and do not hold out the imme-
diate promise of any very extensive increase in the earning power of
the railroad, except through the connections reached by the Oregon
Short Line and the Utah Railroads.

‘Within the territory extending westerly 250 miles from the Missouri
River a number of branch roads have been constructed or acquired
which connect with the Kansas Pacific and Union Pacific and with the
Mis-souri River between Kansas City and Omaha. The territory served
by these branches is agricultural, and they afford convenient railroad
facilities to the easterly half of the States of Kansas and Nebraska.

Another system of branch roads has been developed in Colorado,
centering at Denver. Railway connection has been effected by these
branches with Leadville, Boulder, Georgetown, and other localities
where deposits of the precious metals are found, and also with coal
mines and stone guarries in the vicinity of the main line.

From Granger, near the western end of the Union Pacifie, the Oregon
Short Line extends some 540 miles in a northwesterly direction, and
connects at Huntington with the line of the Oregon Railway and Navi-
gation Company, which extends to Portland on the Pacific coast.
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Statement showing the net inoome of the auxiliary lines, eto.—Continued,
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Golden, Boulder and | | I |
Caribou...ccer.nno.a..| $6,404.20 $6,062,72) $13,127.01) $4,800 §8,827.01......... $18, 127,01
Georgetown, Brecken- | [ | | |
ridge and Leadville...| *4,117.72 3, 158.20 *050. 46, 8,800 *9 Bi0. 48 ......... | *050, 46
sas Central .........| *78,523.62 11, 808.10 *67,125.43) B0, 880 *148, 005.43) #11,160 *78, 285.43
B O — 18, 804. 40, 52,087.44] 70,341 B4 ... ..... 70,341, 84 ... ... | 70,341, 84
Denver and Middle | ‘ ! |
Park ....oiocmcceaa-..| *2,883.49 925,63 *1,407.70|....ccc.| *LATTO......... | *1,407.70
Denver, Marshall and | | i
Bounlder..........-.... 12,005.16) 6,488.65' 18 493 81 5,400, 13,003.81 ......... l 18, 403, 81
Manhattan and Blue | ! |
TP J S | 6,406,63) 11,640.14, 18, 046.77|.........| 18,046.77...c.cn. | 18048.77
Salina, Lincoln and | |
Western.ooeeeenn..n-. [ 8,774.76/ 23,848.20 32,622,068 7,785 24, 837.96......... | 8262296
| Yt
Total ............. 1,446,123.263,277,070.92 4, 723, 104. 18

2, 679, 3011‘2.143,804.18. 1, 080, 465 3, 842, 720,18
I ! _— -

* Defloit.
CoupTROLLER'S OFFICE, BOsToN, May 27, 1887.

The cost of moving the interchanged business over the main line is, for
obvious reasons, less than the cost of moving freight or passengers be-
tween local points-on the road. The reasons are that the average haul
is longer, that the freight moved is mainly in car-load lots, and that
there is but one terminal on the main line for intemhanged business,
while there must be two termini for local business. The average cost of
operation of the Union Pacific Railway was, for the year 1886, 58 per
cent. of its gross earnings. The average for the past seven years has
been 53.60 per cent. The estimate of the company’s officers is that the
cost of carrying the interchanged traffic over the main road does not
exceed 40 per cent. The second column of the above table contains a
statement of 60 per cent. of the gross amount of the interchanged traf-
fic. The question of the advantage of the branch system depends sub-
stantially on the aceuracy of this column,

As there exists a difference of opinion in the Commission it may be
appropriate to notice in some detail the argument of the minority Com-
misgioner. He asserts that, as much of the interchanged traffic is com-
petitive business, it is unreasonable to assume that the cost of carriage
islower than the average of all the traffic of the company, which is 58 per
cent. Itis true that many of the points of delivery of the interchanged
trafic are competitive points, but it is equally troe that much of this
business is not competitive; and the same characteristics also apply to
the business of the main line. It is fair to assume that the interchanged
traffic commands the average rates, and that, therefore, the cirenm-
stances above alluded to, of the length of the uninterrupted haul and
the saving in terminal expenses, do reduce the cost of carriage below
the average of 58 per cent.

The minority Commissioner insists that interest on the cost of these
branches, and on some portion of the cost of the main line, must be de-
ducted from the net earnings, direct and indirect, of the branches, be-
fore it can be concluded that they are a benefit and that they increase
the earnings of the main railroad. But this argument tenders a false
issme. The branches exist, the money spent in their purchase or con-









