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Mr. J. J. Hill,

In a revised Classification of gperating Expenses which the
Northern Pacific Ry. are about issuing , they provide for charging to
Operating Expenses certain items (such as increased weight of metal
used in relaying) that we charge to FAdditions,and Improvements”, and
direct that a statement be praparedgsf the IBpttepmsanmts" so in-

/

cluded in Operating Expense charge

1 understand from Mr. Graylthat if)ds the intention ,when

making up the Operating Expense st@teémen{,> to deduct the cost of these

)

Betterments from the charges shaowg by_the books, in order that the

figures shown on the Operaging E'?ﬁnse statement may be compared with

those of the G.N.Ry. /At sf¢§a..o me that this idea 1s wrong. The

Operating Expense statemeuyiﬁi:? never agree with the books. Any
conclusions drawn from the Ope;'ting Expense statement will,therefore,
be valueless. When \Items are put into Operating Expenses and then
taken out, there is no check to see that only the proper amount
is deducted, and it will be a very easy matter to deduct too much and
so make a misleading statement.

1 think that the Northern Pacific should adopt our Operating
Expense" and "Additions and Improvements" accounts in toto. There
is nofhing to prevent their making monthly entries, transferring from
"Additions and Improvements" to "Pund for Betterment and Enlargement"

@i such items as the prust permits being paid for out of that Fund.

The balance left in "Additions and Improvements" will represent the



.

)
Je«J HiI11l 2

'&% .Q}A

cost of actual improvements not capital{g%%oo\ They are not Qperating

Expenses 1n any sense of the word, %tQ.sé’Q\mld be charged direct to
N

‘ \
Income, in making up the accounts‘yté@e end of the year,
S D\

I call the matter t our. attention as 1 fear that compari-
et
sons which may be made from h(@%s prepared as above mentioned, will not

be altogether satisfactoryg\(\






