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A N N U A L R E P O R T . 

THE MICHIGAN CENTRAL RAILROAD OFFICE, ) 
DETROIT, June 18,1870. ) 

To the SlockJiolders :— 

The Directors herewith submit a statement of the earnings 
and expenses of the Company for the year ending May 31, and 
of the present condition of its affairs. 

The earnings have been 

From Passengers, $1,914,921 75 
Freight, 2,634,438 87 
Miscellaneous, 157,927 35 

Total, $4,707,287 97 

The ordinary expenses of operating, including 
local taxation, and U. S. taxes on dividends 
and receipts have been . . . . 3,113,110 65 

Leaving, for interest and dividends, . . ' $1,594,177 32 
Interest and exchange paid, . . . . 276,763 56 

Leaving, above all expenses, . . . $1,317,413 76 

It will be seen that the gross earnings have not 
been quite equal to those of last year, be­
ing short the sum of . . . $9,004 92, 

While the expenses have been in excess of 
those of last year, by the sum of . . $78,666 63 

These results are owing to the reduced rates on East-bound 
freight̂  and to the warfare about rates West, between the trunk 
roads, as they style themselves, from New York. For some 
months freight was carried from New York to Chicago not only 



without' profit, but much of it at less than cost. The small crop 
of corn in Illinois and in the West, generally, also, last year, 
left but little of that great staple to be transported in bulk, to 
the Eastern States. The reduced rates and the extraordinary 
competition on all West-bound business, for some months, both 
affected the resources of the road and increased the proportion 
of the operating expenses somewhat above those of last year. 

The funded debt charged upon the property 
of the company, is now . . . . $3,629,998 89 

Less the amount in Sinking Fund, .' . 1,423,907 00 

Net bonded debt, . . . . . . $2,206,091 89 

The capital stock now stands at . . . $13,225,844 00 
Bonded debt, 3,629,998 89 

Bonded debt and stock, together, at . . $16,855,832 89 
Or less the amount in Sinking Funds, . . 15,431,925 89 
The bonded debt, secured by mortgage on the 

property of the company, has been dimin­
ished by conversion of bonds into stock, by 1,593,500 00 

And the stock has been increased by a corre­
sponding amount, and alsoby the amount of 505,000 00 

made necessary to meet the cost of the various improvements 
upon the road and purchase of land, during the last three years. 
The largest outlay has been for land at Chicago. At that point 
the Illinois Central, Michigan Central, and the Chicago, Burling­
ton and Quincy Railroads do their passenger business at the same 
depot, and the two first named companies do their freight busi­
ness on grounds adjacent to each other. The expansion of the 
business of these companies has been such that the grounds occu­
pied by them have become inadequate for its convenient transac­
tion. At its last session, the Legislature of Illinois, on the appli­
cation of the three companies, passed an Act, selling a portion of 
the unoccupied public ground, immediately south of the passenger 
house of the Illinois and Michigan Central Companies, for the 
purpose of enabling the three companies to erect thereon a new 
passenger station, upon the payment of $800,000 to the city of 
Chicago. 



The first payment has been made by the companies, each 
paying one-third of the purchase money. 

There have been expended, during the last three years, from 
the earnings of the road, in addition to this sum, about $550,000 
in the improvement of the rolling stock and equipment of the 
road, and new freight buildings, and other necessary expendi­
tures of a similar nature. 

Of these amounts, thus expended for lands and improvements 
$312,779 have been paid during the past year. 

Some of the items of this large expenditure, 
aside from those mentioned, have been for 
Blue Line Cars, $177,888 00 

Ordinary freight, and first and second class 
passenger cars, 154,290 00 

New additional freight house at Jackson, . 33,800 00 
Locomotives, 171,000 00 

All these expenditures have seemed to be absolutely requisite 
to enable the company to meet the demands upon ifr by the 
changed mode of doing through freight business, and its in­
creased and increasing volume, as well as also to meet the de­
mands of passenger travel arising from the greatly improved 
style of cars which recent progress has made a necessity. The 
equipment of the road and its track and road-bed were never, 
it is believed, in a better condition than at the present time. 

The largest amount of the funded debt of the company, 
secured by its mortgage at any time, was $8,000,000. At the 
time the mortgage to secure the debt was made, there had been 
issued bonds to the amount of $4,840,000. The mortgage was 
to secure that amount and such further amount as might be 
issued, not exceeding in all $8,000,000. 

The mortgage provided for a sinking fund for the bonds which 
might thereafter be issued, of sixty thousand dollars ($60,000) 
per aonmn, it being thought that those having been withdrawn 
or provided for by the operation of this fund, the mortgage 
would be adequate security for the $4,840,000 theretofore is­
sued. Subsequently, the sinking fund was enlarged by $24,-
000 to provide. for retiring $1,274,000 bonds reissued, making 
the total amount of bonds provided for by sinking funds, 



$4,334,000. There have been purchased with this fund of the 
bonds to be paid for by it, $639,000. But the bonds having 
risen in value above the limit, 110, at which trustees were author­
ized to buy them, the fund has for some years been invested in 
other securities, until it amounts altogether to $1,423,907. 

By the authority given in the mortgage to convert bonds into 
stock, and by payments of maturing bonds, the total bonded 
debt of the company has been reduced from $8,000,000 to $3,-
629,988 ; and of the bonds for which the sinking fund was pro­
vided, there remains outstanding, aside from those in the fund 
of the $4,434,000, only $2,070,500 ; and for the payment of 
$784,907 of this, there is value in the sinking fund, leaving of 
the bonds liable to be retired or paid for by that fund, $1,285,593. 

It will be seen, then, that more than half the whole mortgage 
debt has been paid by other means than this fund ; that more 
than half the bonds for which the fund was provided have been 
paid out of other means of the company ; and that a fund of 
$784,907 has accumulated to sink or pay a part of the remainder. 

This fund, bearing generally eight per cent, interest semi-an­
nually, .regularly invested as it accumulates, will amount to 
about enough at the maturity of the bonds it is intended to 
pay, to extinguish the principal which will be then due. 

In these circumstances, with so large an amount of the debt 
paid from other means,—in other words paid so much in antici­
pation of the time when they could be retired by the sinking 
fund, and with so few remaining unpaid, and with an adequate 
fund to provide for them,—it has been deemed by the Board 
that it was not improper to cease paying money into that fund 
to accumulate in other securities to a larger amount than is 
necessary for the ultimate payment of bonds to be provided for, 
and worth in the market for some time past twenty or twenty-
five per cent, above par. They have accordingly, for the present 
directed that no more shall be paid into that fund, deeming this 
to be not unjust or wanting in faith to the bondholders, and due 
to the stockholders of the company. « 

The first use of steel rails in the track was not calculated to 
inspire great confidence in their value beyond that of iron. 
Frequent breakages in the early period of their use led us to 
doubt their permanency. There seemed to be much inequality 
in the temper of the rails. This, however, was limited to a 


