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REPORT 

To the Stockholders of 

T H E MICHIGAN C E N T R A L RAILSOAD COMPANY: 

The Board of Directors herewith submits its report for the year ended December 31, 1919, with state­
ments showing the results for the year and the financial condition of the company. 

The operation and maintenance of the company's road were continued under Federal control during 
the year 1919, the mileage covered having been as follows: 

Mil** 
M a i n line and branches owned 1,182-97 
Line jointly owned -71 
Leased lines 578-35 
Lines operated under trackage rights 100-03 

Total road operated (as shown In detail on another page) 1,862-06 

As compared with the previous year this is an increase of 29/l00ths of a mile, accounted for by placing 
in service during the year 13/l00ths of a mile of additional tracks constructed on the Detroit Belt Line 
Branch; an increase, account of remeasurement, in leased line of 19/I00ths of a mile; and a decrease of 
3/100ths of a mile in trackage rights on the Grand Trunk Railway at Batt le Creek. 

Federal control of the property of this company continued during the year 1919 under the contract 
of December 27, 1918, providing for the payment of an annual standard compensation. On December 24, 
1919, however, the President of the United States issued a proclamation relinquishing from Federal control, 
effective the first day of March , 1920, at 12.01 o'clock a. m., all railroads, systems of transportation and 
property of whatever kind taken or held under such Federal control and not theretofore relinquished, and 
restoring the same to the possession and control of their respective owners. 

Prior and subsequent to the President's proclamation, Congress was actively engaged in the considera­
tion of legislation to meet the railroad situation in its various phases, including such provisions as would 
protect the carriers during the transition from Federal to private control. Ultimately there was passed the 
Transportation Act approved February 28, 1920, the essential features of which are as follows: 

The provision of means aod machinery for transferring the properties. 
The funding of the camera' indebtedness to the United State* 
The continuance of rates in effect until September 1, 1920. 
Guaranty to the camera for six months after the termination of Federal control. 
Arrangements for new loans to the railways during the transition period. 
Provision for railroad boards of labor and an adjustment board tw a means of settling disputes between 

tho carriers and their employees. 
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The Transportation Act also includes amendments to the Interstate Commerce Act which, among 
other things, direct the Interstate! Commerce Commission to establish rates which wil l be adequate to 
provide the carriers, as a whole or within such rate groups as the commission may fix, with an aggregate 
annual net railway operating income equal to a fair return upon the aggregate value of their property and 
for the two years beginning March 1, 1920, a sum equal to 5J.-> per cent per annum on the aggregate value 
of their properties and in the Commission's discretion an additional one-half of one per cent for improve­
ments. The Act. amends the. Interstate Commerce Act by making provision for consolidations, mergers 
and pooling under certain limitations, for joint use of terminals, for the regulation of security issues, and, 
in addition, delegates to the Commission numerous other powers. 

Section 209 provides, among other things, as follows: 

"With respect to any carrier with which a contract (exclusive of so-called co-operative contracts or 
waivers) has been made fixing the amount of just compensation under the Federal Control Act, that the 
railway operating income of such carrier for the guaranty period as a whole shall not be leas than one-half 
the amount named in such contract as annual compensation, or, where the contract fixed a lump aum as 
compensation for the whole period of Federal operation, that, the railway operating income of such carrier 
for the guaranty period as a whole shall not be less than an amount which shall bear the same proportion to 
the lump sum so fixed as six mouths beam to the number of months during which such carrier was under 
Federal operation, including in both cases the increases in such compensation provided for in Section 4 of 
the Federal Control Act." 

The Act further provides that: 

"This section shall not be applicable to any carrier which does not on or before March 15, 1920, file 
with the Commission a written statement that it accepts all the provisions of this section." 

On March 10, 1920, the Board of Directors authorized the execution and filing of the company's written 
statement accepting the provisions of Section 209. The effect of this will be that for the six months to 
September 1, 1920, the income of the company will be on the basis of the compensation paid by the govern­
ment during Federal control. 

In the early part of 1918, the Railroad Administration directed that an accurate separation of accounts 
should be made in order that those pertaining to the operations prior to Federal control and those relating 
to the operations by the Director General might be segregated. This entailed an exhaustive examination 
of the accounts in all departments. The corporate officers have kept in close touch with this situation and 
have employed examiners for the purpose of verifying the separation made by the Director General. The 
additional expense for these examiners has been more than justified through the correction of errors which 
otherwise would have operated to bring about a loss to the company. 

During the year the Director of the Division of Capital Expenditures required the carriers to signify 
their approval, or otherwise, of projects contemplated by the Railroad Administration and they were further 
requested to furnish a statement as to the position of the corporations in regard to financing. W i t h the 
exception of some few projects of a strictly corporate nature or which would not be inaugurated until after 
the end of Federal control, the Michigan Central Railroad Company advised the Division of Capital 
Expenditures that it was not prepared to finance the projects from its own funds or to furnish collateral 
whereby it might assume the charges to its capital account required to carry out the work. The result, 
has been that in the main the improvement projects have been financed by the Railroad Administration. 
In due course this company must arrange to reimburse the Director General for the amounts advanced by 
him in this connection, which, from January 1, 1918 to the end of 1919, approximated $9,200,000. 
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The Michigan Central Railroad Company 

There was no change in the capital stock of the company during the year. 

The funded debt outstanding on December 31, 1918, was $52,178,418 34 

It was increased during the year by the sale of Michigan Central Railroad Equipment 
Trust of 1917 certificates amounting to 7,800,000 00 

$59,978,418 34 

ft was decreased during the year by payment of installments on account of equipment 
trusts as follows: 

N Y C Lines Trust of 1907, due November 1, 1919 $260,425 45 
N Y C Lines Trust of 1910, due January 1, 1919 and 1920 787,920 88 
N Y C Lines Trust of 1912, due January 1, 1919 and 1920 303,421 80 
N Y C Lines Trust of 1913, due January 1, 1919 and 1920 524,719 08 
M C R R Trust of 1915, due October 1, 1919 300,000 00 
Michigan Central - Jackson Lansing «& Saginaw 3 j % gold bonds 

of 1951 purchased and cancelled by the Trustees of the Land 
Grant fund of the Jackson Lansing & Saginaw Railroad 

Company 8,000 00 2,184,487 21 

Total funded debt outstanding December 31, 1919 $57,793,931 13 

As stated in last year's report, the company had issued $3,848,000 of its equipment trust certificates of 
1917 bearing interest at \XA per cent per annum. However, owing to the market conditions, the company, 
having been unable to sell the certificates at the minimum sale price fixed by the State Railroad 
Commission having jurisdiction, acquired them, as issued, by the means of short term loans for which 
the certificates were pledged as collateral. The Board on August 14, 1918 (contingent upon the approval 
of the Director General of Railroads and of the Railroad Commission having jurisdiction in the 
premises being obtained) authorized the surrender of all of said equipment trust certificates then 
outstanding and the making of a supplemental agreement with the Guaranty Trust Company of New 
York as Trustee, amending the agreement dated March 1, 1917 and leases made pursuant thereto, so 
as to provide that the certificates then outstanding or thereafter issued shall bear interest at the rate of 
6 per cent per annum. The necessary approvals having been obtained, $7,800,000 of certificates, being all 
of those originally issued, less those which had matured on March 1, 1918 and March 1, 1919, were 
exchanged for certificates bearing interest at 6 per cent per annum and were sold by the company. Of the 
amount realized $7,385,228 was used to pay off the short terra loans of the company for which the 
certificates had been pledged as collateral. 

The changes in the property investment accounts for the year were as follows: 

Additions and betterments—road 

Expenditures by the Federal Manager 32,845,012 64 
Adjustments by the corporation, net credit 23,393 58 S2.82J.619 06 

Additions and betterments—equipment 
Equipment assigned to the M C R R by the U S Railroad Administration $3,517,257 29 
Expenditures by the Federal Manager less equipment retired and transferred 28S,425 47 3,805,682 76 

Improvements on leased railway property 

Expenditures by the Federal Manager 

The net increase in property investment account, during the year being 

186,031 49 

86,813,333 31 
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SUMMARY OF FINANCIAL OPERATIONS AFFECTING INCOME 

Compensation accrued for the possession, use and control of 
the property of this company and its leased lines: 

Compensation stated in contract 
Additional compensation accrued account completed additions 

and betterments 

Year ended Year ended 
Dec. 31, D e c 31, 

1919 1918 Increase Decrease 

$8,052,127 48 $8,052,127 48 

647,685 08 196,828 88* $450,856 20 

TOTAL COMPENSATION ACCRUED $8,899,812 56 $8,248,956 36 $450,856 20 

O T H E R I N C O M E 

Income iiora lease of road $3,380 34 $123 48 $3,256 91 
Miscellaneous rent income 14,161 50 2,883 56 11,278 03 
Miscellaneous non-operating physical property 5,341 01 2,881 23 2,459 78 
Dividend income 497,218 28 487,540 00 9,678 28 
From funded securities 54,937 80 48,579 78 6,358 08 
From unfunded securities and accounts 279,355 10 162,428 18" 116,926 92 
Miscellaneous income 3,793 00 1,714 SI 2,078 19 

TOTAL OTHER INCOME $858,187 18 $706,150 99 $152,036 19 

GROSS INCOME $9,557,999 74 $8,955,107 35 $602,892 39 

D E D U C T I O N S F R O M GROSS I N C O M E 

Rent for leased roads $2,783,598 4G $2,774,022 11 $9,576 35 
Miscellaneous rents 8,113 80 3,208 88 4,904 98 
War taxes accrued 719 59 81,566 38 $80,846 79 
Miscellaneous tax accruals 7,421 70 5,379 92 2,041 84 
Separately operated properties—loss 57,577 00 58,883 36 1,305 70 
Interest on funded debt 2,389,972 30 2,077,363 38 312,608 92 
Interest on unfunded debt 1,615,304 29 1,282,387 40 332,916 89 
Amortization of discount on funded debt 30,934 77 22,482 24 8,452 53 
Maintenance of investment organisation 2,344 54 2,344 54 
Corporate general expenses 146,699 41 71,605 54 75,093 87 
Miscellaneous income charges 19,880 39 8,645 02 11,235 37 -

TOTAL DEDUCTIONS FROM OKOSS INCOME $7,062,566 97 $6,385,544 23 $677,022 74 

$2,495,432 77 $2,569,563 12 $74,130 35 
Less revenues and expenses applicable to the period prior to 

January 1,1918, settled for account of the corporation by 
the United Stales Railroad AdrninistraUon 2,428,203 27 2,021,705 41 $406,497 so 

N E T CORPORATE INCOME $67,229 ,">0 $547,857 71 $480,628 21 

DISPOSITION OF N E T I N C O M E 

Dividends f $749,456 00 $749,456 00 

SDHPLOS POR T H E YEAR CARRIED TO PROFIT AND LOSS $67,229 50 $201,598 291 1268,827 79 

"Fi«or« lor 191)4 reflated lur purposes ol coropaiiaon 
rDividend* to 1019. SRRregaUnx 4 per coat, charged to Bccumulsled surplus 
tOffi.it 


