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sons mssiBJixnm is coksthuctii» m o LsasxHB railroad BggiHeHg 

With the S* F+ C* acting, I11 effect, aa a pwebasing agsnt for 
a l&rsfc nxaabor of railroa&3f It should possible to secure bett&r 
prices on ©quipa&nt thnn are sow quoted for sm&llor ordora# In tb© 
following escemplos it will bo assumed tbai it will prove possibla to 
nocnro a ten percent reduction in the price of a standard freight oar 
now coating #2,500* 

The interest rat as used ar# thoso at t&icb tho R* y. C* cotild 
isaua gwraataod obligations on schedules of isaturities similar to the 
proposed schedules of amortisation p&ys&zntQ incited in tbo lo&aing 
rates* In otbsr ̂ rds, tboy or© rot&a ©t ̂bicli tlio B* y* C# could* 
if it ciiog®* itaelf aw to protest itself against interest rat© 
changes tfcroiigbout t&s life of tho 1 oesas* 
Siaggeotion I ~ Straight Blra~P^cbase Proposition 

Coa&itiana (4 SS^ymr lanso 
(b) 2 parent intent rate 
(0$ aim! inetaltmirfcs ooraring interest end 

principal. 
(d) title to rOTcrt to Iscaee Tipon completion of laaao 
(o) ^v^mnt to be built to specifications of laaaoe 

Cost to lesaoo <"$137. $0 a yoar por car 38 ocata a flay* 
Advantages to leasoo* 

anmyrj p&jastrte due to lowor price of mqpiymnt 
(b) freedon from local taxes epproxim&toly 1 psrcairt 
{0} p̂ ycholosicfil difference botwaen leasing msd incurring 

debt 
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Siaggestion I - continued 
General Comments* A leas© of this maturity could be granted 

only on equipment that ̂ ould have an economic life of twenty-five ~ 
thirty years- The lower initial cost ̂ pnld provide added protection 
to B* F* C* 

Suggestion II ** Bire^ Purchase firoffoaition 
Conditions {a} 15-yeer lease 

{bj one and a half percent interest 
(e) other conditions same as inl 

Cost to lessee - $168.62: a year par car, or 47 eents & day 

Suggestion IH - Short-tarn Eenewable Lease Proposition 
Conditions (a) initial >year reneisable lease 

(b) annual rentals to repay cost in 15 years 
(c) 3/4 of X percent interest rate on initial lease 
tdj yearly leases thereafter at current rate cm 

1-year Goverimsnt guaranteed obligations 
|e) cars to be maintained in good repair throughout 

life of lease 
(f) accumulated equity rights forfeited in event 

of failure to nanew lease 
Cost to lessee -

Tear Cost per day Cost per year Bayaent on principal at 
" end of Initial lease 
1 46cents 166*33 ' 
2 165*75 #450*00 
3 164*63 Potential ê nity right 

3/15 or 20 percent 
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Suggestion U X - continued 
Advantages to lessee-

(a) losrer annual cost arising from lower cost of eqt&p-
msnt 

(b) lower annual cost arising from present low short* 
tem rates of interest 

(cl saving on local taxation 
(d) no irrevocable eomitment may be made nor reflected 

in the balance sheet. 
general Cosa&mts; This suggestion should be extraordinarily 

attractive to the financially weaker roads. On the other hand, 
the Governments interest m>uld be protected by the equitŷ  
forfeiture clause in event of failure to renê r lease* Should a 
road in desperate straits choose to forfeit its accxmmlated equity 
rights* these would pass to a new lessee, end vrcmld thus help to 
insure continuous use of equipment* 

In this suggestion, as am added safeguard of the Goveraaant̂ s 
interest, it may prove advisable to add to the annual rental a 
charge for the purpose of accumulating a fund for major repairs 
which will bo refunded to the lessee upon the completion of such 
repairs (or against ̂shlch major repairs may be billed* J 

The uncertain factor of future short-term Interest rates that 
would enter in the charge when the lease is renewed should not 
be a deterrent because 

(a) interest rates will normally not rise unless there is 
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prosperity tfhich will mean heavy traffic volume 
(b) the lessee would have to pay the higher interest rates on 

tha l&sm of its own equipmont trust certificates 
|c) the interest charge is declining yearly as tha unpaid 

balance of principal decreases* 

Suggestion 17 - £Same as III with exception of following modifica-

tions) 
Conditions (a) initial 5-year renewable lease 

(b) rentals to repay cost in 1? years 
(c) 1 percent Interest rate on initial lease 

Coat to lessee-
Tear Cost par day Cost vbt year Payment on principal at * ^ — e n d of initial lease 
X 42cents 154-85 
2 153*53 
3 152*21 
a 150.88 $ 661-75 C 149*56 Potential equity ?tgM, 

5/17 or 29S& 
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APPROXIMATE IITKREST RATES OS QOTEBSMEMf 
OTARAHTEBD CBLIOATIOHS 

Maturity 
years 
1 
Z 
3 
4 
5 
8 
7 
8 
9 

10 
11 
12 
IS 
14 
15 
18 
17 
18 
19 
20 

Average 
8 years 
8 years 
18 jrsari 
20 years 

Estimated 
•utot 
yield 
.14 
•32 
.50 
.72 

(Per 

1.12 
1.33 
1.50 
1.63 
1.78 
1.86 
1*96 
2.04 
2*11 
2.16 
2*22 
2*27 
2*50 
2.33 
2.35 

•52 
•82 

1*34 
1.68 

Approxiaate 
eoupon 
gate 

cent) 
5/8 8/8 
7/% 
1 

1 1/4 
Ufa 1 8/8 
1 3/4 
1 7/8 

2 
2 1/8 2 1/8 
2 1/4 
2 1/4 
2 3/8 
2 3/8 
2 3/8 
2 1/2 
2 lA 

•42 
.625 

1*45 
1.70 

Price 
100.11 
100.11 
100.37 
100*61 
100.39 
100*78 
101*12 
100.94 
100*99 
101.14 
301*39 
101*78 
100.96 
101*69 
101*18 
1024)8 
101*48 
101*10 
102*89 
102*38 
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AVERAGE COST OF REPAIRS ASP MAINTENANCE 
HECESSARY TO MAIHTAIS A TYPICAL FREIGHT CAR IS SERVICE 

A. Old Type Car 
Average Cost 

Age Dollars per Year 
1 - 1 0 years 91.06 S p J L ^ W . 
U - 19 years 168.82 ̂  v S M ^ X T T T 
20—SO years 191.57 ^ 
Thirty year average 151.IS 

B» godern Car 
1 - 1 0 years 75.58 
11 - 19 years 140,12 
20-50 years 158,85 
Thirty year average 125.46 ^ v T U 

I 0 O.Vt 

L 0 -K 
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AVERAGE AGE OF RAILROAD EQfflPBEST 

Cars 
Age Number Per Cent of Total 

(In thousands) 
All ages 1,729- 100 
Over 25 years 586 22,51 
21-25 years &41 19.75 
16-20 years 506 17*70 
11-15 years 572 21.49 
6-10 years 184 10*68 
1- 5 years 140 8.09 
Source; American Railway Car Institute 

B* Steam Locomotives 
All ages 44 100 
19 years or more 51 71.6 
9-19 years 11 25 a 
Less than 9 years 2 3*5 
Sources Interstate Commerce Commission 
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