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ANNUAL REPORT.

MICHIGAN CENTRAL RATLROAD OFFICE,
DETROIT, June, 1873,

To the Stockholders :—

The following is a statement of the earnings and expenses
of the Michigan Central Railrcad, and also of the improve-
ments and additions to the property of the Company during
the last year, and its present condition :— -

The gross earnings have been,—

From passengers, . . . . . %2,367,181 87
freight, . . . . . . 4,652,873 82
Miscellaneous, . . . . . . 282,062 57
Total, . . . . . . $7,302,118 06
The gross earnings last year were, . . 6,441,412 56

Showing an increase for the past year of, .  $860,705 50

The extent of road which has been worked, has not materi-
ally differed from that of last year. The Jackson, Lansing
and Saginaw Road has been extended during the year, though
but little of the extension has been for any time in use. Tt is
now just being opened for use to Otsego Lake, which is iis
present northern terminus,

Of this increase, $563,238.04 have been upon the main line,
and $297,367.52 upon the branch lines.

The increase in passengers has been, . . 253,115 23
And in freight, . . . 604,775 08
In mlscellaneous it bas been only . . 915 12

The increase in passenger earnings upon the
main line has been, . . . . $98.459 84
And upon the branch lines, . . . 154,655 39
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These statements show a steady and healthy inerease of busi-
ness, which though not by any means so much as in other eir-
cumstences would have been the case, is perhaps all that
ought to have been expected, if the difficulties we had to em-
counter during the whole year, but more especially in the
. winter, are duly considered.

The expenses of operation, exclusive of taxes

have been, . . . . . . $4,840,564 87
Including taxes paid, . . . . . 4,986,985 46
Exceeding that of last year by, . . .. 539,132 00
Leaving of net earnings above those of last

year, . . . . . . 331,673 50

The ratio of expenses to earnings, including taxes, has
been 68 &% per cent., and exclusive of taxes, 66%% per cent.
of the gross earnings.

The net earnings for the year have been $2,315,152.60.

The operating expenses of the main line have been, includ-
ing taxes, 6528, per cent. of the gross earnings of the line,
showing a decrease in those expenses of 4145 per cent,

The increase of the earpings from the whole property of
the Company has been 1358 per cent. above that of last year,
The increase of the earnings of the main line have been 104%
per cent. above those of last year. The increase of passen-
ger business has been 11.8% per cent., and has been general
on both main line and branches. The tonnage of the freight is
very nearly equally divided between through and local. The
through has been 4884 of the whole, and the local 514#;.
The incresse in the whols tonnage during the year, has been
1444 per cent. The reduction in local rates from causes
hereinafter mentioned, has been, during the last six years,
and mainly within the last two years, 8143 per cent.

During the last year the reduction in local rates has been a
quarter of a cent per ton per mile, and the effect upon earn-
ings has been such, that, though the local tonnage has in-
creased above that of last year, 95,800 tons, the local earn-
ings have increased only $947.11.

All who read the Annual Report of the two last years were
made aware of the necessity of very large expenditures for

+
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improvements, in order to put the road and its appointments in
a condition to meet the demands of business pressing upon it.
These improvements have been going on during the year, and
are still in progress. Tbere have been graded for double
track eighty-one and a half miles :—From Detroit to Ypsi-
lanti, on the eastern section of the road, in addition to work
before done, twenty-three and three-quarters miles; from
Niles to Lake, on the western division, fifty-seven and three-
fourths miles. Tt was the purpose to have laid the track the
whole distance during the year, but the wear of iron on the
main track was so rapid, and it was so inexpedient to relay it
with the iron rail, that more of the steel rail was shsorbed
there than had heen anticipated.

The result has heen that only (44) forty-four miles of the
double track has been laid, while (97) ninefy-seven miles of
the main track have been relaid with steel, making in all, of
track laid with steel rail during the year (141) one hundred
and forty-one miles,

There are now, in all, 192 miles of steel rail in the main
line, exclusive of the double track, which is beginning, as is
seen, to have a very sensible effect upon the expense of work-
ing the road. As stated in the Report of last year, it is
believed that with o completed steel track this expense mmy
be reduced to sixty per cent. of the earnings.

The cost of the double track, including rails
' and the grading of the 81 miles, bridging,

ballasting, etc., has been, . . $088,284 11
The cost of smcrle track, including steel rails, 1,166,153 60

$2,154,437 71
There have been laid of side iracks, 281333

miles, at a cosi of, . . . 314,081 72
Side tracks at Chicago in the yw.rds, . . 8,339 16
At Jackson and Michigan City in engine-

house, machine-shop and passenger-house, 19,040 00

$2,495,898 5%
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At Jackson, where so many divisiona of

the road centre, the machine-shops have

been completed, and are now just put into

use. Also a round-house with 52 stalls,

the whole on o scale ndequate to the pres-

ent and probable future detnands of the

road. A new passenger-house has been

built there, suitable to the wante at that

place. A new passenger-house at Bu-

chanan. A new engine-house at Michi-

gan City, with 22 stalls. At Chicago, a

freight and office building, 50 fé. by 1086,

and three stories high. All these buildings

are first-class, of stone ar brick, with

slate roofs, At Chicago also, a freight

house has beer built, of a more temporary

character, but of brick, 80 ft. by 496.

All costing during the year, . $326,124 08
Coal sheds and shutes have been erected at

Jackson, Michigan City, and Lawton,

made necessary by the large substitution

of coal instead of wood for fuel. And

water-tanks and works for the additional

supply of water at various points, have

heen provided, at a cost of, . . . 29,545 39
On the Grand River Valley

Division, a passenger, and

grain and freight house at

Eaton Rapids, . . . $10,806 40
And at Grand Rapids on sta-

tion grounds, there have

been expended, . . . 5,450 32 16,258 72
The necessity for enlarging the station

grounds at Chicago has compelled the

purchase of additional lands there, and of

leasing still more at an annual rent. Lands

pmchased coat, . 80,108 a8
At Detroit, also, there has been added to sta—

tion grounds, land costing, . . . 108,236 00
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Lands have also been bought at the June-
tion three miles from Detroit, for the erec-
tion of car-shops and round-bouse. The
lands purchased comprige nearly 100 acres
and have cost, during the year, . . $28,028 39

The construction of shops for repairing cars
is now in progress upon these grounds,
and by the close of this season it is hoped
they may be in readiness, and all shops re-
moved from the station grounds, which
ara all needed for station purposes.

In the operating department the power of
the road has been increased by 48 locomo-
tives, at a cost of . . . . 700,000 00

Four first-class passenger coachea, with
twelve wheels; ten of same deseription
with eight wheels; sixteen secoud-class;
twelve baggage cars; twenty-five ac-
commodation cars, and 1,235 cars of all
kinds for freight purposes have been added
to the rolling stock. Of these, 612 were
box merchandise, and 623 were platform
cars, The aggregate cost has been, . 1,251,292 04

On the works at the junction, viz.: car-
shops and round-house, and on the found-
ation of a new grain-house at Detroit, there
have heen expended . . . 51,743 46

These are the main items of expendlture
for construction during the year, and
amount to . . . . . . 5,066,133 25

It is not necessary perhaps at once to complete the double
track of the road for the whole distance between Detroit and
Chicago, but it will be required at an early day. Including
the air-line it has now 145 miles double tracked, and there
are to go down immediately 23 miles more, making of
double track which will soon be complete, 168 miles. This
is judiciously distributed, and with ample sidings elsewhere,
will for the present enable the road to meet the demands npon
it so far as track is concerned.

2
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The sidings, including all upon the line and at stationms,
amount to 114 miles, of which forty-six have been put down
in the last two yesars.

There should be added to the rolling stock of this Company
yet enough to fill up its quota in each of the through freight
lines, so that it may not be compelled to pay for the uze of
cars running over the road as it now does, This will require
about 400 additional merchandise cars.

The passenger stock of the road should be also increased.
The whole track of the main line must be soon completed
with steel rails. The bridge st Niles also requires to
he rebuilt. Altogether there will still be necessary a very
considerable expenditure the present year, but mainly for
steel rail, the bridge and buildings stated to be in progress,
and rolling stock, as above stated.

Stockholders may well inquire why these so large expendi-
tures have become so suddenly required to restore and main-
tain the value of their property, and also if it is likely to
accomplish the end almed at. The necessity for the expendi-
tures will be made strikingly appareut.

Allusion has been made in the reports of this Company for
two or three years past to the rapid construction of railroads
which might affect its local traffic by competition at its
local points. The effect of the intense competition for
through business is probably understood by sall stockholdera.
At Kalamazoo the road is crossed by a branch of the Penn-
sylvania system of roads, rumming far north into the State,
Also by a branch of the Lake Shore and Michigan Southern
to Grand Rapids. At Battle Creek it is intersected by the
Peninsular toad connecting with the Pittsburg and Fort
Wayne, and also with the Detroit, Lansing and Lake Michi-
gan at Lansing. At Albion and at Jackson it is intersected or
veached by two other branches of the Lake Shore and Michi-
gan Southern road. At Wayne if is erossed by the Flint and
Pere Marqueite. At all the important peints on the main
line, and at several points on the other division lines, full com-
petition is established, and substantially the rates at all local
points is as fully fixed by competition as are the through rates.
The vesult has been everywhere a reduction of rates, and for
the informaiion of stockholders we place before them the
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earnings from freight, both local and threugh, for the years
running from 1865 to 1873, inclusive of both years, stating
the number of tons carried in each year, and the number of
tons carried one mile in each year, and the gross earnings
therefrom, and the rate of freight per ton per mile which has
ruled each year:—

Tone of Frelght | Tons doved One Famings per
Moved. Aite. Freight Earninga. Ton
per Miis.

1865, . . . 485275 | 72,937,519 | $2,288,520 47 3
1866, . . . 583,451 | 84,897,718 | 2,208,591 82 .
1867, . . . 578,177 | 91,950,418 | 2,285,621 &9 .
1868, . . . 638,586 | 101,264,251 | 2480974 16 2
1869, . . . 802,855 | 131,827,774 | 2,755,200 48 .
1870, . . . 828,770 | 132,903,174 | 2,684,438 87 it
1871, . . . 1,105,875 | 190,606,687 8,072,657 58 A
1872, . . . 1,238,818 | 216,789,727 | 8,379,625 54 b
1873, . . . 1,416,792 | 246,078,612 | 8,352,983 41 W1

It will be noticed how gradually, but certainly, rates have
been sinking from 33y per ton per mile in 1865 to 15% in
1872 with slight increase in 1873. It follows that we are
doing all freight business, including local as well as through,
on an average; at very nearly half what the rates were eight
years ago. To illustrate the effect of this take the yenr 1868
a8 an example, This is only five years agoe, and then the
rates had declined from 3345 per ton per mile in 1865 to 24443;
in that year.

The gross earnings from freight in that year were $2,480,-
974. 1In that year the surplus to be divided among stock-
holders after paying expenses and interest was $944,328,
Now had the Company been compelled te do that business
that year at the rates of last year, viz., 15f; pér ton per
mile, the gross receipts from freights would have been $1,579,-
722, instead of $2,480,974, and the difference would have
heen $901,251, which is very nearly the total surplus of that
year credited to income account. If we had also heen com-
pelled to do the through passenger business of that year at
present rates, which is about four-fifths of the then rate, there
would have been a deficit in earnings even to pay interest on
the then debt of the Company.
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At that time the road was tasked to its full capacity to do
its business. It had not increased its power for ten years,
and 1ts rolling stock but little. The through freight line had
just been organized, The mext year both power and cars
were inadequate to the business, and the value of it could not
be increased, with the road and its appointments maintained
only up to their then standard. The result would have heen
an anupual defieit for the last two or three years, but increas-
ing with each year, and the Company would have been bank-
rupt.

Now reverse the case and take the business of 1872, The
freight earnings of that year were $3,379,625, with the rate
per ton per mile of 1%, Ilad we been able to realize the
sum of 2.4% per ton per mile, the rate of 1868, the enrnings
from that business would have been $5,310,123, or $1,930,-
497 more than was realized at present rates.

On the business of the present year, which is a large in-
crease over that of last year, the difference is still more strik-
ing. 1In the last year the gross earnings from freight were
$3,852,933.41. The rate per ton per mile was 147, At
the same rate as in 1868 the earnings would bave been
$6,028,923.54, which is $2,175,990.13 more than was ac-
tually realized. That amount has been saved to the pro-
ducer in a single year by the competition which has sprung
up ouly within the last five yeara, The only comfort there is
in it to railway managers, is in the fact, that the rate per mile
was not reduced during the last year, indicating that compe-
tition for the presént has done its worst. In fact it is difficult
to concelve that business can be done cheaper with any rea-
sonably adequate profit to the railroad companies.

The corollary to be drawn from all this is as clear and
certain as it can possibly be, that to have remained station-
ary for the past five years would have heen equivalent to
bankruptey, and that within the period of eight years past, to
enable the road to earn even as much as it did five years ago,
it must do very much more than double the business, hecause
rates are only half as much as in 1865. DBut to earn ouly that
would not avail, because to put the road in a condition to do
double the business, all its capacity of power, rolling-stock,
tracks and station-grounds must be enlarged up to the point
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which will enable the road to do double the business, and
even then we should be earning no more money than we were
in 1865. The earnings therefore must be so much more than
double, as will pay the increased cost of operation, and the
interest on the additional capital, required to bring the road
and all its appointments up to that degree of ability which
shall enable it to do certainly three or four, or more,
times the business of 1865.  Much, however, it should be said
in this account, may be credited to the increased economy
in the management of so large a business over a perfect and
ample track of steel rail, ample station-grounds, convenient
and adequate repair shops, both for locomotives and cars.

There remains no doubt, however, that all that has yet
been done in bringing the road up to the necessities of the
case, and preparing it for the increased volume of business
which must pass over it, is even yet inadequate. Very
much the largest share of the evident and imperative
necessities have been accomplished, and to some extent the
benefits have begun to be realized in the augmented business.
It will require much less, however, to double the present vol-
ume than it has needed to reach it, and it does not admit of a
doubt that the path of safety is to aim at that result and be
prepared for it. The present low rates will never be higher,
and there is this compensation in them, viz. : that they turn
and will continue to turn a world of business over the rail-
roads, and those which shall be able to take it, and handle it
with economy, may be and probably will yet be, as prosperous
in the future as inthe past.

But it is clear that to accomplish this involves double and'
perfect track, and more than double power, and equipment,,
and all else in proportion. Though it has not all been ac-
complished in the past two or three years on the Michigan
Central a very long step has been taken towards it. Both
power and rolling-stock have been much more than doubled;
the capacity of the track has been more than in proportion
increased, and the business in the last five years much more
than doubled, and in the last eight trebled. The increased
earnings during the year on the same extent of road have
been, as above stated, $860,705.50.

This result, however, is by no means adequate to the



