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GOLDEN RULE

San Franeisco, March 2, 1920
To THE PuBLIC:

Yesterday the railroad lines of the Southern Pacific Company were returned to
their owners for operation. As a war measure they have been in charge of the
government during the last two years and two months. The stockholders in that
period had nothing to do with the management,

in taking over the managemenl of this property, the policy of the owner vill 'be to g ' Atisfacte
arvices as lies in their power in return for the patronage given us, to seek the co-opeartion of shipps
and passenzers and of the whole people in having our service reasonably respons to th iblie needs

We have to ask the patient forbearance of the puble durdng the readinstment perfod of the next
months It Is true during these six months the government continues the standard return allowed the line
while under its control, based on pre-war earning But this return i» hject to certuln legislative dired
tions by congress that will affect operations durin g this period which ends August 318t next We ox
however, within this six months to mature plans for the future These plans had to be held In whevar
thus far because of uncertainty as to the legislative conditions to accompany the return of the roads to
thair owners for operiation, and these conditions have been determined by congre vith the | -n
days We now have to study what is before us in law and in fact and get our bearings anew 'he operatl
ing organization as it existed under Southern Paclfic management ha been to some extent disarrangod
during the period of federal control and operating practices have heen changed, but the henefit of any

ractices that may have proved eofficient in the publie serviee during the Government control period
of conrse be retained
» conld not purchase equipment after we entered the war bacause the Government took control and

var lfinancing occupied the field, while during the rest of the time the question of adequate credit T
wiait for answer In congressional action

On the other hand the locomotives and cars in service have been subjected to the most active use and
new rolling stock has not been renewed throughout the country in normal numbers for the increase of
normal traffie. The burden of extraordinary war movements fell heavily npon all kinds of rollin to )
making it impossible to ship the equipment at the proper time, and repair work was further deilayved hy
hortage during the larger part of the war period in both men and material

The problem before us at onee therefore ls how to put to the best use the passenger traln cars and
the freight cars that are In service, and how to put into good eonditlon for service every plece of equlpment
to bhe had. This problem is before every rallroad Abreast of this is the larger question vhether the

earnings under the new law, the “Transportation Act of 1520, will be enough to establish the credit of
the rallroads at a point where they can provide themselves with the facilitles of all kinds that they need
to glva the publie proper serviee, We have the will If only we can find the wavs and means These ate

not easy to find, for an assumed earning of even | wer cemt, and no assurance of that, Is not attractive to

vone having money to invest when money is worth 7 or 8 per cent in the open market
Hence the effect of the new act of Congress upon earnings and upon the credit of the rallronds eannot
imediately determined This act provide for a rate making structure under which during the next
vo years the rallroads will be permitted to earn up to 5% per cent annually on the value of the railroad
may be determined by the Interstate Conumerce Commission The Commission has power at its discre
on to inerease these possible sarnings to 6 per cent, the added one-half of one per cent to be used for

rovements te the property.

No guarantee of any kind is given to any rallroad, but half of any earnings over 6 per cent are to be

taken by the government to make loans to railroads that may need them for Improvements, or to care for
oblizations falling due, or to obtain and lease equipment to the carriers that cannot afford Lo Luay it
Obviously these elements in the situation will have to be considered In making our plans The In

terstate Commerce Commission is the deciding body with respect to value of the properties as well as the
rates which are to yield the 5% per cent return thereon, and much will depend upon the vislon and
promptness of action with which that body accepts 1ts great responsibilities

In the meantime it is particularly desirable in view of the ghortage of equipment that every affort be
made by shippers and the railway forees to continue heavy car loading and train loading and to lose no
time in loading and unloading cars

Belleving that we will bave the full co-operation of the people served by our lines In dealing with the
problems presented, it is due them that in thus alding us they should know what problems we havi Lo
me You can rest assured we are not idle with respect to them.

WM. SPROULE, President




