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REPO'RT.

OFFICE CENTRAL PACIFIC RAILROAD CO.

SAN FRANCISCO, July 22, 1879.

The Directors herewith submit to the Annual Meeting of the
Stockholders of the Central Pacific Railroad Company such reports
of subordinate officers as will give a general resume of the operations
of the road for the year 1878, and a particular account of the condi-
tion of the Company's property and financial condition on December
31st of the same year.

Your careful attention to these reports is "invited.

The capital stock authorized is $ 100,000.000 00
The capital stock subscribed is 62,608,800 00
The capital stock paid in is 54,275,500 00
Of the amount subscribed there is held in trust for

the Company 8,333,300 00

INDEBTEDNESS.

The debts of the Company are :

Funded Debt $ 56,394,000 00
Less Sinking Funds 3,296,259 72

$53,097,740 28
United States Subsidy Bonds 27,855,680 00
Balance of Accounts 1,819,486 69

Total $ 82,772,906 97

For detailed statement of funded debt, see Secretary's report
hereto appended—Table No. 2.



ASSETS.

The assets of the Company are :

1,214 miles main line of railroad and telegraph,
with all necessary sidings, turnouts, switches,
turn-tables, depots, depot buildings, round-
houses and snow-galleries ; also, wharfs, slips,
piers and steamers for ferries at San Fran-
cisco (cost) $134,650,527 89

Equipment for same — locomotives, cars, snow-
plows, etc (cost) 7,956,113 66

Real estate purchased for use of road (cost) 1,480,267 67
Shops and machinery (cost) 1,692,152 73
Telegraph instruments, furniture, safe, etc., at sta-

tions and offices (cost) 154,499 38
Sacramento River Steamers (cost) 644,840 60
Material on hand :

For track repairs 342,884 92
In shops for constructing and repairs, per in-

ventory (cost) 808,319 25
In store of supply department, per inven-

tory (cost) 18,353 58

Fuel on hand, per inventory (cost) 498,381 61
Farming lands—estimated value 30,000,000 00
Undivided half 60 acres land in Mission Bay, in

San Francisco; 500 acres water front at Oak-
land; about 140 acres and water front at
Sacramento; estimated value, independent of
improvements 7,750,000 00

Cash 1,508,702 74

Total $187,505,044 03

The reports of the heads of Departments, submitted herewith,
are, as usual, so complete, that in them you possess full details of
the affairs of the Company.

Upon examination, you will perceive that there has been an in-
crease of business during the past year. Although that increase has
not been as great as you might have reasonably expected, yet, when
you consider the vastness of our country, and its undeveloped
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resources, you may anticipate, as time advances, a greater and greater
increase of traffic. When the arts and sciences- of China and Japan
shall be supplemented with those of Europe and America, the
people of these countries will be, in their productive capacity and
in their readiness and ability to exchange, substantially equal to the
same number of Europeans or Americans. No man can estimate
what the business from that source will be, but it will be vast—prob-
ably far beyond what the most sanguine now anticipates. On the
whole, the prospects of your Company are now as bright as ever
they were, and since the time when your road made its junction
with the Union Pacific, its future has been steadily brightening.

Since your last annual meeting, the Supreme Court of the United
States has decided the " Thurman Bill" to be constitutional in its
provisions. That bill assumes to dispose of the net income of your
Company. The new constitution of the State provides for the con-
trol of the gross income by three commissioners. The two seem to
be entirely inconsistent, for the control of the net income would
appear necessarily to carry with it the control of the gross, so as
to permit the possibility of a net. The commissioners elected
under the new Constitution may so control the gross income as
to leave no net.

In this there is a manifest conflict of jurisdiction, and a judicial
decision determining between these two mighty and conflicting
powers is necessary for the protection of the interests of the Stock-
holders and the creditors of the Company.

There is no foundation in good reason for the attempts made
by the General Government and by the State to specially control
your affairs. It is a question of might, and it is to your interest
to have it determined where the power resides. Perhaps it is not
strange that the attempt should be made to control the railroads
of the State, however unwise it may be, or however arbitrary and
absolute the manner, because upon them depends so largely the
question of production, and the exchange of the products of the
labor of the citizens of the State. Through the aid of the telegraph,
the printing press and of steam, the whole civilized world is, in many
respects, one great neighborhood; and the only question to be con-
sidered in the matter of the free exchange of the products of the
most extreme portions, is that of transportation. The products, the
wealth of the country, depend upon the cheapness of transportation.
It is a problem that interests all, and particularly the managers of
railroads.
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In illustration: In this State, hitherto, the law has allowed a
maximum charge of fifteen cents per ton per mile for freight. Your
Company in many cases has been compelled to carry goods below
that rate, and in doing so its first regard, as with all well regulated
companies and individuals, has been the financial result of its
business. Every reduction below the legal maximum of fifteen
cents per ton per mile, is a discrimination in a measure forced upon
the Company by distance, the character and value of the products
moved, the community of interests between the producer and the
carrier, and by competition. Other factors of minor importance
not necessary to mention also enter into consideration, but these are
the chief causes. Discrimination, in one sense, may be said to
be made only upon compulsion, and always against the carrier, as
he would not take less than his maximum rate unless forced to do
so by some of the causes above stated. Discrimination against an
individual or a community is a thing unknown.

The discrimination most prejudicial to the interests of the Com-
pany is that which arises from competition by other carriers, which
forces the acceptance of a lower rate than could otherwise be wisely
obtained; yet it is better to accept a low rate, even though it pay but
one penny over the cost of movement, when that is all that can be
obtained, than not to move the particular freight. For this reason,
oftentimes where there is vigorous competition, the carrier finds it
necessary to carry freights at less rates for a longer than for a shorter
distance. To illustrate: Freight is carried by rail from San Francisco
to Los Angeles at the present time for a less rate than to some inter-
mediate points. This the Railroad Company is compelled to do to
meet competition by ocean carriers, Los Angeles being a competing
point. The rates to the intermediate points, however, are not affected
at all by this competition, being neither raised nor lowered thereby.
By this competition the real loser is the carrier, the competing point
having all the benefit. The greater the competition between two
points, the lower the rates and the smaller the profits of the carrier.
Points where there is no competition, however, cannot justly claim
the concessions which better located places can demand, but must
pay the ordinary rates for carriage. In some cases the non-competi-
tive point might be injured, because of the superior business location
of the competing point, but that is not the fault of the carrier. A
case in point has recently been brought to public attention in New
York. Goods are sometimes, through the force of competition,
carried from Chicago to New York City at a less rate than from



Rochester to New York. Rochester is situated upon the line of the
New York Central Railroad, with great natural milling facilities, and
with a long established business of that kind. It has been paying
to the Railroad Company a fair compensation for transportation.
The Rochester miller buys his wheat in Chicago, transports it to his
mill to be ground and then ships it to New York to the same market
which receives the wheat and flour of the Chicago dealer. Chicago
is a great railroad center and a competing point with several of the
great trunk lines leading to the seaboard, and between these lines
competition is very strong. The New York Central, in order to get
business from Chicago, is compelled, therefore, to its great loss, to
bid against the other roads, and sometimes to accept a less rate
for carrying grain and flour to New York City than is charged from
Rochester, an intermediate, non-competitive point. In this case,
while the railroad is the great sufferer, because its road is in operation
and must take what it can get, even if there be no profit, the Rochester
miller suffers with it. He finds, for the time, his profits destroyed or
materially lessened; not because his own rates are too high, but
because of the low rates prevailing between Chicago and New York.
Somebody living at a competing point enjoys advantages he has not,
and no legislation, no expenditure of money can equalize localities
having different natural advantages; as between such nature herself
has discriminated.

San Francisco, located as it is, upon the Bay of San Francisco,
has an open highway for her products to almost every market in the
world. As a seller, she has the advantage of the competition of
purchasers, and as a buyer she has the same advantages of all mar-
kets at which to buy cheapest. She avails herself of competition.
She profits by it, as people always do. She discriminates in her
markets and in her routes of transportation; and so it is that San
Francisco is a large, prosperous, commercial city, and is located upon
this peninsula because of its great, natural advantages. She is able be-
cause of her location, to substantially dictate the price she will pay
to the railroad companies for the transportation of freight from one
ocean to the other. She has a route by the way of Cape Horn,
another by way of the Isthmus of Panama, and the prices she pays
the railroad companies are regulated by what she can command from
these routes. In fact, the railroad company, aside from the one
class of freight which pays the maximum, has no power to arbitrarily
fix the prices of freights. They are fixed by circumstances which
the railroad company cannot control. About seven per cent, only of


