


This Annual Report combines the 1967 consolidated results of the two 
companies which are now Penn Central, and shows comparable figures 
for 1966. A supplement containing additional statistics and financial data, 
is available upon request from the Secretary, Penn Central, Six Penn 
Center, Philadelphia, Pa. 19104. 
The Interpretive Photographs by Seymour Mednick, depict the service of 
the Penn Central railroad system to some of its major markets—steel, coal, 
chemical and forest products, the automobile industry, and the food industry. 
The Illustrated Map relates the railroad system to the principal sub
sidiary companies, and the prismatic montage symbolizes the growing 
diversification of Penn Central. 

The Annual Meeting of stockholders will be held in the Philadelphia Civic 
Center, Civic Center Boulevard at 34th Street, Philadelphia, Pa., at 2 p.m.. 
Tuesday, May 7, 1968. 
Stock Transfer Offices—1808 Transportation Center, Six Penn Center 
Plaza, Philadelphia, Pa. 19104; Room 1010. 466 Lexington Avenue, New 
York, N.Y. 10017; The First National Bank of Boston, 45 Milk Street. 
Boston, Mass. 02109; Continental Illinois National Bank & Trust Company 
of Chicago, 231 South LaSalle Street, Chicago, 111. 60604. 
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Alfred E. Perlman Stuart T. Saunders 

LETTER TO THE Consummation of the Penn Central merger on February 1. 1968, began an ex-
STOCKHOLDERS citing new chapter in the annals of American business. Our merger created the 

largest transportation company and one of the largest industrial corporations in 
the nation. 

As a diversified company, we are broadening our base of earning capacity in 
order to achieve a more satisfactory rate of return on investment for our stock
holders and to provide greater security and job opportunity for our employes. In 
addition to railroads, we are involved in ownership, development and management 
of real estate and in operation of petroleum pipelines. 

We will continue to emphasize this diversification program which is making 
a growing contribution to consolidated earnings. 

As a transportation system, we are modernizing our properties and making 
technological advances which will improve our service and efficiency. 

Although we are just getting started, the transition and progress of our merger 
has been smoother and more rapid than we had anticipated. Sound and compre
hensive planning while we awaited consummation enabled us to evolve a close 
working relationship between the two companies. 

A remarkable spirit of cooperation and enthusiasm is manifest throughout 
our new organization. We are confident that we have a talented, experienced and 
well-qualified management team for the years ahead, and we consider this a very 
important asset. 

One of the great strengths of Penn Central lies in the fact that we are uncom
mitted to traditional approaches. We are adopting the best practices and procedures 
of each of the former companies. 

We start with a foundation of solid achievement on which to build. Since 1961. 
Penn Central has had the largest capital expenditure program in the railroad indus
try for acquiring new freight cars and locomotives and upgrading facilities. 

Penn Central is in the forefront of the rail industry in adapting computer tech
nology to virtually every phase of the railroad business. We will stress innovation 
in transportation techniques, marketing concepts and scientific research. 

We are a vigorous force in the industrial development of the territory we serve. 
Last year alone nearly 750 new plants and plant expansions were located on 
our lines. 

We are doing more than any other railroad to develop a new role for passenger 
traffic, concentrating on intermediate-range service in densely populated areas. The 
high-speed service between Washington and New York which we are developing in 
cooperation with the Federal Department of Transportation is the largest and most 
unique marketing project in railroad history. 

We are working with governmental authorities to increase public support for 
suburban passenger service in the New York and Philadelphia metropolitan areas. 
With such continued cooperation, we hope both to modernize equipment completely 
and to curtail the chronic deficits from this source. 

Penn Central is cultivating the profit potential of properties and air rights over 
railroad facilities in the major cities we serve. Among these properties are Madison 
Square Garden and the Penn Plaza office building over the newly renovated Penn 
Station, office buildings, and hotels in the Grand Central area of New York City; Penn 
Center and 87 acres of yards adjacent to 30th Street Station in Philadelphia; the 
148-acre Penn Central Park in Pittsburgh; and the Gateway Center office complex 
at Union Station in Chicago. In Washington, we are completing arrangements to 
lease Union Station to the National Park Service for conversion into a Visitors Center. 

Penn Central's consolidated earnings for 1967 of $71.4 million (before extraor
dinary charges) reflect a growing contribution to profits by non-railroad subsidiaries, 
but a sharp decline in railroad net income. It was a poor year for the entire railroad 
industry, and particularly those in the East. 

Our railroad operating revenues fell from $1.7 billion in the previous year to 
$1.6 billion in 1967, a decline of 4.5 per cent. Payroll and fringe benefit costs rose 
at a $60 million annual rate during 1967, far more than could be recovered by the 
inadequate increase in freight rates which became effective on August 19. Earnings 
were also adversely affected by strikes in the automobile, copper, shipping and rail
road industries and by the general slowdown in the nation's economy. 

The reserves (described on page 30) which the Interstate Commerce Com
mission has authorized allow for certain extraordinary costs of the merger which are 
not assignable to operations of 1968 and years thereafter. This procedure assures 
that the earning capacity of the merged company will be accurately reflected by its 
financial results in the future. 

Penn Central's financial results for 1968 will depend, of course, on the level 
of business generally. Present projections indicate that the current year should show 
substantial improvement over 1967. We are hopeful that there will be a marked 
upturn in railroad income and a continued increase in earnings from other sources. 

We look forward to our first year of merged operations with confidence and 
enthusiasm. 

Sincerely, 

March 15, 1968 Stuart T. Saunders, 
Chairman of the Board 

. 9cue« 
Alfred E . Perlman, 
President 
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F INANCIAL H IGHLIGHTS OF T H E P E N N C E N T R A L C O N S O L I D A T E D S Y S T E M 
See notes to financial statements, pages 29, 30 and 32 

1967 1966 

From the 
Earnings 

Statement 

Total Income—all sources 

Depreciation, amortization and depletion 

Interest and debt expense 

Federal Income Taxes 

Earnings from ordinary operations 

$2,074,276,902 

$ 137,949,859 

$ 94,509,037 

$ 4,077,667 

$ 71,433,340 

$2,042,438,783 

$ 133,171,891 

$ 86,976,706 

$ 7,157,887 

$ 147,289,578 

From the 
Balance 

Sheet 

Working capital (before debt due in one year) 

Total Assets 

Long term debt—due in one year 

—due after one year 

Shareholders' equity 

Number of shares outstanding* 

$ 90,596,046 

$6,264,315,937 

$ 120,645,169 

$2,007,946,045 

$2,895,757,031 

23,016,274 

$ 157,143,742 

$6,319,795,455 

$ 129,059,347 

$1,993,142,619 

$3,151,380,141 

22,883,868 

Per Share of 
Penn Central 

Stock 

Based on shares outstanding 

at close of respective years* 

Earnings from ordinary operations 

Dividends 

All taxes 

$3.10 

$2.40 

$6.62 

$6.44 

$2.35 

$6.09 

*After giving effect to exchange of The New York Central Railroad Company stock 

FINANCIAL REVIEW Penn Central on a consolidated basis earned $71.4 million in 1967 before 
deduction of the extraordinary charge to set up a reserve covering some of the 
expenses of putting our merger into effect. 

On the basis of 23,016,274 Penn Central shares of stock outstanding at the 
close of the year, consolidated earnings per share in 1967 (before extraordinary 
charges) were $3.10. The comparable figure in 1966 was $6.44. 

In 1967, Penn Central had consolidated revenues of $2.07 billion, an increase 
of 1.6 per cent over the $2.04 billion of 1966. 

Consolidated net earnings of the Pennsylvania Company, an investment hold
ing corporation which is a wholly owned subsidiary of Penn Central, amounted to 
approximately $61.6 million last year, a rise of 3.7 per cent over 1966 earnings of 
$59.4 million. After providing for debt service and dividends on preferred stock, 
the Pennsylvania Company paid $25.5 million in dividends to Penn Central in 
1967. This was a rise of $1.5 million over 1966. 

Our return from diversified holdings of Pennsylvania Company increased sub
stantially. Buckeye Pipe Line Company and our real estate development companies 
—Macco, Great Southwest and Arvida—contributed $22 million to our 1967 net, 
an increase of 34 per cent over the comparable figure for the previous year. Each 
of these subsidiary companies increased its earnings in 1967, and we expect addi
tional gains in 1968. 

Pennsylvania Company also holds our investment in the Norfolk & Western 
Railway Company and the Wabash Railroad which is now leased to the N&W 
system. Divestiture of these holdings, as required by the Interstate Commerce Com
mission over a ten-year period, began in 1964. Under an agreement with the N&W 
to exchange 800,000 shares of N&W common stock for 45/s per cent N&W con
vertible subordinated debentures with par value of $104 million in ten equal install
ments, we had exchanged 240,000 shares in three installments by the end of 1967. 

Railroads, pipelines, real estate 
development—these are facets of 
the diversified Penn Central. 
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In January another 80,000 shares were exchanged, bringing the total to 320,000. Of 
the $41.6 million in debentures received for the stock, $26.5 million have been sold. 

In 1967, Penn Central stockholders received approximately $55.1 million 
in dividends. Regular quarterly dividends of 600 a share were maintained by the 
Pennsylvania for a total of $2.40 per share. The Central's dividends totalled $3.12 
for the year, or 780 each quarter. 

Railroad earnings reacted very unfavorably to the leveling off of the economy 
and a steep rise in wage, fringe benefit and supply costs. These factors combined 
to reduce our consolidated earnings from ordinary operations to less than half of 
the $147.3 million accounted for by the Penn Central companies on a comparable 
basis in 1966. 

Our overall costs of doing business increased during the year to approximately 
$2 billion as compared with $1.9 billion in the previous year. In addition to higher 
costs, the railroad also suffered revenue losses from labor difficulties in the auto
mobile, maritime, railroad and copper industries. 

The consolidated company provided for capital improvements amounting to 
$360 million in 1967. 

In accordance with generally accepted accounting principles, we have estab
lished special reserves totalling approximately $275 million to provide both for 
losses on certain facilities and inventories made obsolete or surplus by the merger, 
and for costs incurred under labor agreements that require recall of some previously 
furloughed employes who are surplus to our present requirements. When the desig
nated facilities or inventories are removed from service and scrapped, and as we 
pay these employes, the related costs and losses will be charged against the reserves. 

REAL ESTATE Gross receipts from all Penn Central real estate operations and sales, both of 
railroad-related properties and subsidiary companies, totalled $205.5 million in 
1967, an increase of nearly 50 per cent over the 1966 figure of $137.3 million. 

The rebuilding of Pennsylvania Station in New York, the new Madison Square 
Garden Center and the 29-story Penn Plaza office building was completed in 
February, 1968. We have a 25 per cent interest in the Garden Center and a 55 per 
cent interest in the office building, which is entirely leased. 

A i r rights over Grand Central Terminal have been leased for construction of 
a 2-miIlion-square-foot office building. The Grand Central Terminal-area properties 
produced $18,468,000 last year. A 41-story addition to the recently completed 
280 Park Avenue building was begun over railroad and adjoining property. Two 
new skyscrapers—the American Tobacco Building and the Westvaco Building— 
were completed on Penn Central's Park Avenue properties. Realty Hotels assumed 
management of the Commodore Hotel in June, 1967, and has expedited a million-
dollar renovation program. 

In Philadelphia, we sold the last available parcels of the Penn Center develop
ment. Construction of the tenth new building in this area has just started. We are 
now making long-range plans for the development of 87 acres of air rights and 
other property near Pennsylvania Station-30th Street in Philadelphia. 

In Pittsburgh, expressways are being designed and parcels of property are 
being acquired for the 148-acre Penn Central Park redevelopment project. Rail 
trackage is being relocated and construction of new office, commercial, and park
ing structures is expected to begin late in 1968. 

Madison Square Garden complex 
over Penn Station in New York 
typifies intensive development of 
urban properties. 
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In Washington, the Union Station property owned jointly by Penn Central 
and the Baltimore & Ohio Railroad is to be converted into a National Visitors 
Center and leased to the National Park Service. A 4,000-car parking garage will be 
built over yard air rights, and the interior of the station will be remodeled to accom
modate an auditorium, theaters, exhibit rooms, reception areas and other tourist 
facilities. A new railroad passenger station will be built under the parking garage. 

A t Chicago's Gateway Center over Union Station, in which we have a 50 
per cent interest, the second of two new office buildings is being completed by a 
tenant and a third is contemplated. Arrangements are being negotiated for moving 
former New York Central operations from LaSalle Street Station into combined 
facilities at Union Station. 

On-Line Plant Location—Our industrial development specialists assisted in the 
location and expansion of 740 manufacturing plants on Penn Central lines during 
1967. These facilities have a potential of approximately 321,000 carloads of freight 
on an annual basis. 

A t the end of 1967, we had on our system 178 privately owned industrial parks 
and districts covering 32,457 acres. During the year, 67 parks with a total of 8,500 
acres were established. 

Since the merger, Penn Central has stepped up industrial development activities 
to take advantage of its greater number of plant sites and the improved service it 
can offer to industries. 

Macco Realty Company—The common stock of Macco Realty Company, which 
has a very large and attractive inventory of land available for development in 
Southern California, is wholly owned by the Penn Central. Although in the last year 
that area has gone through its lowest level of housing starts since World War II, 
Macco is performing creditably under extremely adverse marketing conditions. Its 
1967 earnings amounted to $7,566,000, compared with $4,330,000 in 1966, an 
increase of 75 per cent. 

Great Southwest Corporation—Great Southwest Corporation, 80 per cent owned 
by Penn Central, is a land company in the Dallas-Ft. Worth area of Texas and in 
Atlanta, Georgia. Its 1967 earnings rose to $5,014,000, an increase of 67 per cent 
from $3,007,000 in 1966. 

Great Southwest Corporation's industrial sales and lease revenues set new 
records in 1967, with land sales and leases in four industrial parks comprising 
more than 6,000 acres in the metropolitan Dallas-Ft. Worth area and with the 
opening of a 3,000-acre industrial park in Atlanta. 

Great Southwest also operates "Six Flags Over Texas" and "Six Flags Over 
Georgia," historical-theme family amusement parks. The Texas park set an attend
ance record of more than 2 million guests during 1967, its seventh year of operation. 
"Six Flags Over Georgia" opened in June, 1967, and attracted 1,100,000 visitors 
in its first summer of operation. 

Arvida Corporation—Arvida Corporation, in which Penn Central has a 59 per cent 
interest, is developing more than 40,000 acres of real estate on the Atlantic and 
Gulf Coasts of Florida. Earnings from its resort, residential, commercial and indus
trial properties in the Miami, Fort Lauderdale, Boca Raton, Palm Beach and 
Sarasota areas continued to rise in 1967. Net income of $1,060,000 was an increase 
of 4 per cent over 1966 earnings of $1,022,000. 

Tower at Boca Raton Hotel and 
Club is part of $13 million 

expansion program. 
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Major sales by Arvida in 1967 included a 25,000-acre tract in Dade County 
to Aerojet-General Corporation for a solid fuel rocket assembly and test center. 

Arvida's world-famous Boca Raton Hotel and Club is undergoing a $13-million 
modernization and expansion program that will double its facilities for conventions 
and conferences, as well as resort patronage. 

PIPELINE OPERATIONS Buckeye Pipe Line Company, whose common stock is wholly owned by Penn 
Central, operates a 7,500-mile network of pipelines for transporting crude oil to 
refineries and refined products to consuming areas in seven states in the Northeast 
and Midwest. In addition, the company operates pipelines in the states of Florida 
and Washington. 

Buckeye's 1967 earnings reached a record of $13,604,000, before provision 
of $324,000 for dividends on its newly issued preferred stock. This is an increase 
of 9.5 per cent over the $12,425,000 in 1966. The network transported 13 billion 
gallons of petroleum, averaging 434,000 barrels of refined products and 440,000 
barrels of crude oil a day. 

With completion of its Long Island branch in June, Buckeye became the 
principal jet fuel supplier for Kennedy International Airport. The company's 
refined products system in Ohio, Michigan and Pennsylvania is being modernized 
and expanded. 

At a cost of $17 million, Buckeye in 1967 tripled its capacity for delivering 
Canadian crude oil to Detroit and Toledo refineries, and completed the first phase 
of a construction program that will double its capacity for delivering refined 
products in Eastern Pennsylvania and upper New York State. 

During the year, the company's international pipeline affiliate, Europipe S.A., 
prepared feasibility studies for pipeline projects in the Common Market countries 
and South America. Buckeye is associated with British, French and German inter
ests in this venture. 

TRAILER AND CONTAINER Strick Corporation, a wholly owned subsidiary of Penn Central, is a pioneer 
MANUFACTURING in the manufacturing of aluminum trailer and container equipment. Strick's net 

income for 1967 totalled $861,000 on revenues of $69.3 million. A strike of two 
months disrupted production and severely reduced earnings. 

RAILROAD OPERATIONS For Penn Central, as well as the entire railroad industry, 1967 was a disap
pointing year. The downturn in the national economy brought on a decline in traffic 
volume which erased the favorable leverage of 1966. The upward spiral of labor 
contracts, together with strikes in several basic industries, added to the adverse 
pressures on earnings. 

Penn Central's railroad operating revenues in 1967 declined to $1.6 billion 
from approximately $1.7 billion in 1966. Freight revenues dropped 2.9 per cent to 
approximately $1.3 billion, and passenger revenues fell 11.4 per cent to $115 mil
lion, their lowest level since 1940. Mai l revenues were reduced by $8.5 million in 
1967 to a level of approximately $76 million for the year—a 10.1 per cent loss 
largely caused by a change in distribution methods by the United States Post Office 
Department. 

Return on investment from our railroad properties was only .8 of one per cent 
in 1967, compared with 2.7 per cent in 1966, demonstrating how our railroad 
profitability is strongly affected by swings in the national economy and increased 
operating costs. 
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Merchandise Traffic—Revenue from piggyback and containerized traffic continued 
to rise in 1967, and the volume of loaded trailers carried reached approximately 
415,000, some 25,000 more than last year's total. 

Penn Central is handling about 21 per cent of total piggyback shipments, and 
approximately 20 per cent of the nation's automobile output. Despite the automo
bile strikes in the fall, we transported more than 1.7 million new cars and trucks. 

Containerization of exports and imports is one of the newest and fastest-grow
ing types of freight service, and Penn Central greatly expanded its capability for 
handling rail-ship containers in 1967. 

We foresee the movement of trainloads of containers in export-import traffic, 
not only over our own system but across the entire country, as a result of the 
integration of containerized inland rail traffic with steamship service. 

We have made interchange agreements with 30 of the principal steamship lines 
offering container service to and from all parts of the world. We now have shipping 
agents in 10 major European cities, and we expect to increase our international 
container traffic in 1968. 

Penn Central is making similar advances in handling other high-rated traffic. 
Our objective is to develop solid trainloads of manufactured goods and packaged 
foodstuffs operating between the East and West Coasts on through schedules. We 
have already initiated through freight runs with several Midwestern railroads which 
interchange with Western lines. 

Coal and Ore Traffic—Coal continued to be the single most important source of 
traffic for the Penn Central, bringing about $204 million in revenues, or 16 per cent 
of our total freight revenues in 1967. Our railroad carried approximately 103 mil
lion tons of coal and originated shipment of about 49 million tons. 

We are operating 730 unit trains a month, most of which carry coal, a steady 
increase over the 125 trains a month operated in 1963, when Penn Central 
pioneered this service. 

Penn Central is moving over 10 million tons annually in unit trains with coal 
cars owned by utilities and other large-volume consumers. 

Long-term coal contracts between the mining and electric power companies, 
together with volume rail rates, have led to the development of additional coal 
properties and rail facilities to serve them. 

Three large construction projects designed to increase coal traffic from mines 
in Pennsylvania, West Virginia and Ohio are nearing completion. They represent 
investments of more than $75 million by the Penn Central and coal companies 
concerned. The bulk of the coal involved already has been sold to utilities under 
long-term contracts. 

Penn Central's new $11.5-million automated coal pier at Ashtabula, Ohio, 
began operation this spring. Its million-ton ground storage capacity permits the 
movement of coal to Ashtabula during the winter months. 

The Waynesburg Southern Railroad, a $20-million, 35-mile line extending 
south from Waynesburg, Pennsylvania, will be completed early this summer. It 
will provide access to coal reserves in excess of half a billion tons in northern West 
Virginia and southwestern Pennsylvania. 

Our company is building a 10-mile westward extension of our Captina branch 
in southeastern Ohio to tap another 200 million tons of undeveloped coal reserves 
in that area by Apr i l , 1969. 

In 1967 we handled 25 million tons of iron ore. We anticipate this traffic should 
increase slightly this year to approximately 26 million tons. 





Grain Traffic—Penn Central transported approximately 13.5 million tons of grain 
and grain products during 1967. We expect to carry a greater tonnage in 1968 as 
we restructure rates to compete with other methods of transportation. The merged 
system connects a broad grain-producing area with the leading Eastern ports and 
markets. We are emphasizing the use of high-capacity covered hopper cars and 
improved service to grain elevators and grain processing plants to build this impor
tant source of traffic. 

Rates—-An increase in freight rates and charges granted by the Interstate Com
merce Commission on substantially all traffic, averaging 3 to ~5Vi per cent, became 
effective on August 19. For Penn Central, this amounts to approximately $42 
million on an annual basis, far too little to recover higher costs of providing service. 

The ICC decision granting a larger share of joint rates to Eastern railroads 
on traffic moving between the North and the South was reversed by a Federal Court 
at New Orleans, Louisiana, in a suit brought by the Southern lines. The Commis
sion's order remains in effect, subject to a refund arrangement, pending decision 
on the Eastern lines' appeal to the Supreme Court of the United States. 

Passenger Service—Penn Central is promoting a new role for rail passenger 
service in the future transportation system of an urbanized America. It is based 
on the concept that commuter and limited intercity rail passenger systems are a 
public service which must have public support. It will concentrate on development 
of improved equipment and facilities for commuters in metropolitan areas and the 
introduction of high-speed, luxury, intercity travel over intermediate distances. 

Concurrently, we are undertaking a far-reaching program for adjusting our 
present service to actual public needs. We will proceed to phase out long-haul 
passenger runs and other service which the public has demonstrated it neither 
wants nor needs. During the past year, the Twentieth Century Limited between 
New York and Chicago was discontinued and two other trains between these 
cities, the Broadway Limited and The General, were combined. 

Our passenger deficit in 1967 rose to $85 million, up 38 per cent above the 
$61.4 million of 1966. A decline in passenger volume, mounting wage and benefit 
costs, and curtailment of mail shipments contributed to this loss. Passenger revenues 
in 1967 dropped 11.4 per cent, to $115 million. 

High-Speed Project—Penn Central's 226-mile main line between New York and 
Washington has been upgraded into the best roadway in the world in preparation 
for high-speed passenger service. Welded rail, new ties and ballast, high-level 
station platforms, stronger catenary wire and other improvements have been made. 
Inauguration of the service awaits delivery and acceptance of a fleet of 50 self-
propelled Metroliner passenger cars being built by the Budd Company. 

Penn Central is investing $45 million and the United States Department of 
Transportation $ 11 million in this demonstration project to test public acceptance 
of an entirely new type of rail travel. 

The Metroliner fleet will cost more than $21 million and emphasizes speed, 
convenience, safety and luxury. The cars are highly complicated vehicles, far ad
vanced in design and much more powerful than any passenger equipment previously 
built in this country. 

To encourage rail travel, the Department of Transportation is planning two 
"park and ride" suburban stations—one near Lanham, Maryland, where our line 
passes under the Washington Beltway, and another in northern New Jersey, where 
the Garden State Parkway crosses under the Penn Central tracks near Iselin. 
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Metroliners for high-speed 
passenger service will offer 

ultimate in luxury and comfort. 



About 4,000 employes—particularly trainmen, enginemen and station and 
equipment maintenance employes—are being trained in the technical aspects of 
the new high-speed service and equipment and in customer relations. On-the-job 
training, paid for partially by Federal funds, will continue throughout 1968. 

Commuter Service—Growing acceptance of public assistance plans in Pennsyl
vania, New Jersey, New York and Connecticut is enabling Penn Central to modern
ize its commuter service in the New York and Philadelphia metropolitan areas. 
Operating contracts with city, regional and state authorities are cutting our deficits 
and public financing is expediting the acquisition of new equipment. 

The City of Philadelphia purchased 20 new multiple-unit ( M U ) electric cars 
in 1967, which are leased to Penn Central. This gives us a total of 64 modern 
Silverliners in the Philadelphia area. 

New Jersey has ordered 35 cars for delivery in 1968, to be operated by Penn 
Central under contract. Further orders now planned would completely reequip 
the northern New Jersey suburban fleet. 

The State has authorized a capital improvements program for the New York 
and Long Branch Railroad, a 50 per cent-owned subsidiary, providing for 38 new 
M U cars, additional electrification, new stations with high-level platforms and 
elimination of grade crossings. 

Under the "Aldene Plan," which went into effect Apri l 30, 1967, Central 
Railroad of New Jersey trains now operate into Penn Central Station, Newark. 
They connect with Port Authority Trans-Hudson Corporation ( P A T H ) service to 
Hudson Terminal in downtown New York and to Penn Station in mid-city. 

Commuter travel in the New York City-Westchester areas continued to 
increase in 1967, as it did during 1966. The extension of zone scheduling permitted 
us to make better use of our suburban fleet in handling the increased business. 

Two-way radios were installed in 33 suburban locomotives, and public address 
systems were placed in seven of the larger stations to provide train information 
for our commuters. 

Government support of a 2Vi-year suburban demonstration project north of 
New York City between White Plains and Brewster ended in Apr i l , 1967. It added 
26 weekday non-rush hour trains to attract off-peak ridership. This new service 
increased such business 60 per cent in three years and is being continued. 

Capital Improvements—In 1967, the Penn Central railroad system, including 
subsidiary lines, invested $280 million in capital improvements, including $52 
million for leased equipment. Since 1961, we have acquired more than $1 billion, 
402 million of new equipment and facilities, primarily new freight cars and more 
powerful locomotives. Our fleet today is in the best condition it has been since World 
War II. 

We acquired 180 high-powered diesel locomotives and 3,242 new freight cars 
in 1967. A total of 6,362 freight cars was rebuilt. 

A new $29-million electronic freight classification yard at Selkirk, N . Y . , is 
scheduled to open July 1, 1968. This 70-track facility can be expanded to a 90-track 
yard as traffic increases. 

Technical Research—Penn Central's Technical Research Center at Cleveland, 
now in its 11th year, is continuing the largest research effort by any railroad. The 
Center's scientists and technicians undertake both basic and applied studies in 
their quest for innovative equipment and techniques. 

Iron and steel are the second 
largest revenue producer for 

railroad operations of 
Penn Central. 
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Penn Central 
Consolidated Source & 

Application of Funds, 1967 

SOURCE (in millions) APPLICATION 

Earnings from Ordinary 
Operations $71 \ 
Depreciation, Amortization 
and Depletion $138 

\ 

New Financing $173 

Property Sales and Other 
Sources (net) $67 

Working Capital Decrease $67 

Total $516 

Dividends $ 5 5 

\ 
Reduction of Long Term Debt $154 

Additions to Property $307 

Total $516 

In 1967, the Center developed a megawatt-hour indicator that gives accurate 
measurement of power output and efficiency of locomotives and a "power inter
rogator" which helps to determine proper utilization and scheduling of locomotives. 

A n ultrasonic listening device has been developed to detect malfunctioning 
machine and engine parts, as well as gas, fluid and vacuum leaks. 

The Research Center is finding constructive uses for some 21 million tons of 
fly ash accumulated annually. These include improved methods of treating indus
trial sewage and the use of fly ash as a filler for certain rigid or semi-rigid plastic 
binders. Potential uses for such a chemical aggregate include grouting for track 
ballast, a resilient flooring material and a wear-resistant building material. 

Information Systems Development—Synthesis of the Pennsylvania and New 
York Central computer systems is well under way. Virtually all departments of our 
company are benefitting from these advanced electronic data collection and proc
essing systems, and we have hardly begun to capitalize on their potentialities. 

During the year, Penn Central, both on its own initiative and in cooperation 
with the Association of American Railroads, conducted extensive field tests for 
automatic car identification (electronic scanning and reporting of car numbers). 
In October, the A A R adopted an A C I system for industry-wide use. When installed 
nationwide, the system will enable railroads to locate instantly any freight car in 
the country and should increase car utilization by as much as 10 per cent, or the 
equivalent of 180,000 new cars. 

Since March 1967, we have been weighing road coal trains electronically in 
central Pennsylvania. This installation combines weigh-in-motion scales and an 
automatic car identification system with a computer which calculates net weights 
and types billing manifests almost instantaneously. 

The Pittsburgh & Lake Erie Railroad Company—The Pittsburgh & Lake Erie 
Railroad, in which the Penn Central has an 81 per cent interest, reported 1967 
net income of $9,854,000. This compared with restated earnings of $12,363,000 
for 1966. 

The business decline in the industries served by the P & L E in the Pittsburgh-
Youngstown area led to a 6.7 per cent drop in carloadings. 
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Detroit, Toledo & Ironton Railroad Company—The DT&I , a wholly owned sub
sidiary of the Penn Central serving industrial Ohio and Michigan, earned $998,000 
in 1967, a decrease of 71 per cent from 1966. The strike at Ford Motor Company 
and the Detroit riot had extremely adverse effects on DT&I earnings. Renovation 
of the Flat Rock Yard, scheduled for completion in 1968, should give better service 
and increase traffic volume. 

A t its first meeting on February 1, 1968, the Board of Directors authorized PERSONNEL 
a new organizational structure for Penn Central. The Chairman of the Board is chief 
executive officer and the President is chief administrative officer. The Chairman of 
the Finance Committee is chief financial officer. Other top officers are three Execu
tive Vice Presidents with responsibilities for the respective major areas of opera
tions, traffic and internal financial controls; two Senior Vice Presidents, one in 
charge of governmental relations and the other of labor relations and personnel; 
and 22 Vice Presidents. These officers and their assignments are listed on page 5 
of this report. 

Recruiting and management training programs, very successful in 1967, will 
be expanded in 1968. In addition to the college graduates now working as trainees, 
we have increased job-improvement opportunities for many types of employment. 

The Penn Central's tuition aid plan, which was established in 1964, provides 
up to $300 a year for employes who wish to take job-oriented courses at accredited 
colleges, universities and technical institutions during off-duty hours. Some 900 
employes have participated in the program, nearly half in the 1966-67 school 
year alone. 

Penn Central railroad employment averaged 106,500 last year, compared with 
111,400 in 1966. Average compensation for 1967, including fringe benefits, was 
$9,421. 

The Interstate Commerce Commission requires, as conditions for the Penn THE EASTERN MERGER 
Central merger, that we include the New Haven Railroad and absorb part of its PICTURE 
operating losses until the inclusion is consummated, or for three years, whichever 
is earlier. The I C C has approved an agreement for our purchase of the New Haven, 
but this is being challenged in litigation, principally by bondholders of the 
New Haven. 

The Commission also has approved an agreement that Penn Central lend the 
New Haven up to $25 million over a three-year period unless inclusion is accom
plished sooner. On February 15, 1968, the New Haven received $5 million under 
this agreement, which is secured by trustees' certificates and which will be part of 
the settlement when the New Haven is sold to Penn Central. 

The Supreme Court's decision of January 15, 1968, which authorized the Penn 
Central merger, also ordered the Norfolk & Western to include the Erie-Lack
awanna, Delaware & Hudson and Boston & Maine railroads in its system on terms 
prescribed by the ICC. The Erie-Lackawanna has accepted these terms, and its 
inclusion is scheduled for about Apr i l 1. The Commission has directed that inclu
sion of the Delaware & Hudson and Boston and Maine Railroads, if approved by 
their stockholders, should be accomplished by May 31, 1968. 

We are continuing to oppose the merger proposal of the Norfolk & Western 
and the Chesapeake & Ohio systems, and have testified on various aspects of the 
case in hearings before the ICC. 
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THE PENN CENTRAL Merger of the Pennsylvania and New York Central railroads was first 
MERGER STORY proposed in 1957, but it was not until November 8, 1961, that the two 

companies announced their intention to file a merger application with the 
Interstate Commerce Commission. Thus began a dramatic struggle that 
lasted more than six years, until consummation of the merger on February 
1, 1968. 

Formal application was filed with the I C C on March 9, 1962, and in 
May of the same year stockholders of the two companies voted over
whelmingly in favor of the merger. 

I C C hearings in the Penn Central case, which opened on August 20, 
1962, and closed September 16, 1964, were the most exhaustive in the 
Commission's history. They ended after 129 days of hearings in 18 cities. 
The record of testimony fills some 40,000 pages—the largest single record 
that had ever been submitted to the Commission. A total of 461 witnesses 
offered 290 prepared statements and 347 exhibits. Some 337 attorneys, 
representing 276 parties of interest, made appearances on behalf of rail
roads, shippers, municipalities, state and Federal agencies, civic and busi
ness groups and labor organizations. 

As the initial step in re
structuring the Eastern r a i l 
roads, the I C C granted control 
of the Baltimore & Ohio to the 
Chesapeake & Ohio in Decem
ber, 1962. It also approved the 
Norfolk & Western — Nickel 
Plate—Wabash merger in July, 
1964, subject to Pennsylvania 
divestiture of its N & W and 
Wabash holdings. The Pennsyl

vania agreed to these conditions, and the N & W merger became effective in 
October, 1964. 

On October 1, 1963, Stuart T. Saunders succeeded James M . Symes 
as Chairman of the Pennsylvania. With Alfred E . Perlman, President of 
the Central, he initiated a broad and intensified program to remove 
obstacles to the merger. 

The most formidable barriers at that stage were the opposition of 
organized labor, the Federal Department of Justice, and certain states, 
cities and localities in the territory of the proposed Penn Central. 

Labor ceased its active opposition after agreements were negotiated 
which provided that no employes would lose their jobs as a result of the 
merger, but positions would be discontinued only as they were vacated by 
normal attrition and turnover of employment. 

The Justice Department at the outset strongly expressed its "unquali
fied opposition" to the merger but eventually recognized the necessity of 
the merger in the public interest. In the first round of litigation in the 
courts, the Department stated its position as one of "neither support nor 
opposition." In the final hearing before the Supreme Court on November 
6, 1967, the Justice Department joined the I C C in urging prompt con
summation. The two Governmental bodies declared that "further delay 
of the merger would be contrary to the public interest." 

Unit trains from mine to 
consumer are reviving growth 
of coal industry. 



The objections of certain states and many cities and communities 
were changed to support, and at the time of the final hearings virtually all 
of the thousands of localities in Penn Central territory were in favor of 
the merger. 

On March 29, 1965, I C C examiners issued a report favoring the 
Penn Central merger and recommending inclusion of the New Haven 
Railroad. The Pennsylvania and Central reached an understanding in 
principle with trustees of the New Haven for the purchase of that railroad, 
contingent on the merger of the Pennsylvania and the New York Central. 
This development gave additional emphasis to the public interest aspects 
of the merger. 

Following oral argument in the Penn Central case which opened on 
October 20, 1965, the Interstate Commerce Commission gave unanimous 
approval to the Penn Central merger on Apr i l 27, 1966. The Commission 
attached conditions designed to protect weaker lines from the effects of 
the merger. 

The contest in the courts began in September, 1966, when other rail
roads sought to delay the Penn Central merger. After a three-judge Federal 
court of the Southern District of New York refused to grant an injunction, 
a stay was ordered by the United States Supreme Court, which heard argu
ment in early January, 1967. The Supreme Court, in a 5-4 decision, 
reversed the lower court and remanded the case with instructions that it 
be returned to the I C C for further proceedings to determine specifically 
the protective provisions for the E - L , D & H and B & M and related issues 
that had been raised by them and other railroads. Expeditious handling 
of the case was ordered by the Court. 

On June 12, 1967, the ICC issued a supplemental report revising 
protective conditions for the E - L , D & H and B & M and again authorized 
consummation of the Penn Central merger. Simultaneously, the Com
mission also directed inclusion of E - L , D & H and B & M into the Norfolk & 
Western system. These decisions were challenged in the courts, but on 
October 19, a three-judge Federal court of the Southern District of New 
York refused to enjoin the merger and affirmed the I C C rulings in both 
cases. This decision was appealed to the Supreme Court by opponents of 
the merger. 

On January 15, 1968, the Supreme Court announced a unanimous 
decision upholding the Penn Central merger. This cleared the way for the 
merger to become effective at 12:01 a.m. on February 1. At the same 
time, the Court upheld the I C C order for inclusion of the E - L , D & H 
and B & M in the N&W system. 

On November 21, 1967, the ICC approved inclusion of the New 
Haven in the Penn Central on terms agreed to by the Penn Central and 
New Haven trustees. The Commission required the Penn Central to share 
the operating losses of the New Haven and approved an interim loan of 
up to $25 million by Penn Central to the New Haven over a three-year 
period, after our merger. 

The N&W on February 12, 1968, stated that it would move promptly 
to include the E - L in its system. A few days later, the ICC set May 31, 
1968, as the deadline for inclusion of the D & H and B & M railroads in the 
N&W system. 



PENNSYLVANIA NEW YORK CENTRAL TRANSPORTATION COMPANY and Consolidated Subsidiaries 

CONSOLIDATED FINANCIAL STATEMENTS 

Earnings Year Ended December 31 1967 1 9 6 6 

Current 
Earnings 

Income Transportat ion revenues 

Real estate and other sales and revenues 

Div idends, interest and other income 

Total Income 

$1,758,997,211 

264,023,071 

51,256,620 

2,074,276,902 

$ 1 , 8 3 6 , 1 9 7 , 9 5 5 

1 5 5 , 0 2 6 , 0 5 7 

5 1 , 2 1 4 , 7 7 1 

2 , 0 4 2 , 4 3 8 , 7 8 3 

Costs 

and 

Expenses 

Wages, salar ies and other e m p l o y m e n t cos ts 

Cost of propert ies so ld , mater ia ls used , other charges 

Deprec iat ion , amort izat ion and deplet ion 

Federal income taxes 

State, local and other taxes 

Interest and debt expense 

Minori ty interest in income of subs id iar ies 

Total Costs and Expenses 

991,810,038 

698,178,052 

137,949,859 

4,077,667 

64,817,371 

94,509,037 

11,501,538 

2,002,843,562 

9 7 9 , 3 4 0 , 3 0 9 

6 1 9 , 7 1 8 , 5 6 6 

1 3 3 , 1 7 1 , 8 9 1 

7 , 1 5 7 , 8 8 7 

5 4 , 6 3 0 , 0 9 7 

8 6 , 9 7 6 , 7 0 6 

1 4 , 1 5 3 , 7 4 9 

1 , 8 9 5 , 1 4 9 , 2 0 5 

Earnings From ordinary operat ions 

Extraordinary charge for costs and losses 

incurred upon merger 

71,433,340 

275,421,985 

1 4 7 , 2 8 9 , 5 7 8 

Net Earnings (Loss) For the year (203,988,645) 1 4 7 , 2 8 9 , 5 7 8 

Earnings 
Retained 

From prior years 

Total Available 

1,891,347,891 

1,687,359,246 

1 , 7 9 7 , 7 0 4 , 9 7 9 

1 , 9 4 4 , 9 9 4 , 5 5 7 

D iv idends 

Total Earnings Retained 

55,051,906 

1,632,307,340 

5 3 , 6 4 6 , 6 6 6 

1 , 8 9 1 , 3 4 7 , 8 9 1 

Earnings 
Per Share 

From ordinary operat ions 

For extraordinary charge 

Net earn ings (loss) 

$3.10 

(11.96) 

(8.86) 

$ 6 . 4 4 

6 . 4 4 

See notes to financial statements, pages 29, 30 and 32 
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Balance Sheet December 31 1967 1 9 6 6 

Assets 

Current C a s h and temporary investments 
Accounts receivable and unbi l led revenue 
Mater ia ls , supp l ies and other 

Total Current Assets 

$ 139,975,028 
248,306,646 
126,707,403 
514,989,077 

$ 1 9 2 , 2 6 6 , 5 0 9 
2 1 0 , 6 6 8 , 4 2 6 
1 3 0 , 6 6 5 , 9 9 3 
5 3 3 , 6 0 0 , 9 2 8 

Investments Secur i t ies owned and a d v a n c e s 
Unconso l idated (and 5 0 % owned) subs id ia r ies 

Total investments 

266,938,876 
87,568,072 

354,506,948 

2 7 5 , 8 8 0 , 2 6 1 
8 2 , 8 6 4 , 2 0 3 

3 5 8 , 7 4 4 , 4 6 4 

Properties L a n d , s t ructures and e q u i p m e n t 
Less : a l lowance for amort i zat ion , deprec iat ion 

and losses upon merger 
Total Properties—Net 

7,160,320,018 

1,929,869,615 
5,230,450,403 

7 , 0 9 8 , 7 6 9 , 7 8 1 

1 , 8 3 1 , 6 6 2 , 1 1 0 
5 , 2 6 7 , 1 0 7 , 6 7 1 

Other 

Liabilities 

Deferred charges and sundry assets 
Investment in consol idated subs id ia r ies 

in excess of net assets 
Total Other Assets 

Total Assets 

47,152,099 

117,217,410 
164,369,509 

6,264,315,937 

4 3 , 3 2 4 , 9 1 2 

1 1 7 , 0 1 7 , 4 8 0 
1 6 0 , 3 4 2 , 3 9 2 

6 , 3 1 9 , 7 9 5 , 4 5 5 

Current Accounts , wages and other 424,393,031 3 7 6 , 4 5 7 , 1 8 6 

Long Term Debt Due within one year 
Due after one year 

Total Long Term Debt 

120,645,169 
2,007,946,045 
2,128,591,214 

1 2 9 , 0 5 9 , 3 4 7 
1 , 9 9 3 , 1 4 2 , 6 1 9 
2 , 1 2 2 , 2 0 1 , 9 6 6 

Other Est imated l iabil it ies incurred upon merger 
Al lowance for casual ty and other c la ims 
Deferred credi ts and other l iabil it ies 
Minori ty interest in subs id ia r ies 
Excess of net assets of consol idated 

subs id ia r ies over investment 

Total Other 

143,549,672 
54,607,125 

200,999,802 
261,044,813 

155,373,249 
815,574,661 

5 2 , 6 0 8 , 8 5 7 
2 1 4 , 0 0 2 , 7 9 4 
2 4 6 , 8 9 5 , 6 7 6 

1 5 6 , 2 4 8 , 8 3 5 
6 6 9 , 7 5 6 , 1 6 2 

Shareholders' 
Equity 

Capi ta l s tock— $ 1 0 par value (giving effect to merger ) 
Capi ta l su rp lus 
Earnings retained 

Total Shareholders' Equity 
Total Liabilities and 

Shareholders' Equity 

230,162,740 
1,033,286,951 
1,632,307,340 
2,895,757,031 

6,264,315,937 

2 2 8 , 8 3 8 , 6 8 0 
1 , 0 3 1 , 1 9 3 , 5 7 0 
1 , 8 9 1 , 3 4 7 , 8 9 1 
3 , 1 5 1 , 3 8 0 , 1 4 1 

6 , 3 1 9 , 7 9 5 , 4 5 5 

See notes to financial statements, pages 29, 30 and 32 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

BASIS OF CONSOLIDATION 
AND CHANGE IN ACCOUNTING POLICY 
On February 1, 1968 The New York Central Railroad 
Co. was merged into The Pennsylvania Railroad Co. 
and the corporate name changed to Pennsylvania New 
York Central Transportation Company. For accounting 
purposes the merger is treated as a "pooling of inter
ests" and the financial statements for years 1967 and 
1966 are presented on a consolidated basis that includes: 

(1) Pennsylvania New York Central Transportation 
Company, parent. 
(2) Subsidiaries controlled by the Pennsylvania New 
York Central Transportation Company or its sub
sidiaries through ownership of more than 50% of the 
voting stock, except that companies, control of which 
is expected to be temporary, are not consolidated. 
Excluded are the Wabash Railroad Company, the 
divestment of which is arranged as ordered by the 
Interstate Commerce Commission, and the Lehigh 
Valley Railroad Company, negotiation for whose 
inclusion in another railroad system has been ordered 
by the Commission in the Penn Central merger case. 
(Companies owned 50% or less are carried as an 
investment at cost or less.) 

The consolidated financial statements reflect limited 
change in accounting policy necessary to effect substan
tially equivalent practices for each of the merging 
companies. Financial condition and results for 1966 are 
restated to conform with the changes effected in 1967. 
The changes in accounting policy do not have a material 
effect upon financial condition or results. 
The separately determined results for the Pennsylvania 
Railroad and its consolidated subsidiaries, following 
accounting policies and practices employed prior to 
merger, show gross income of $1,163,197,264 in 1967 
and $1,139,976,008 in 1966, earnings from ordinary 
operations of $60,344,240 in 1967 and $90,292,727 in 
1966, and an extraordinary charge of $149,525,000 in 
1967 for the costs and losses incurred upon merger; The 
New York Central Railroad and its consolidated sub
sidiaries show gross income of $819,980,411 in 1967 
and $817,977,908 in 1966, earnings from ordinary 
operations of $10,995,654 in 1967 and $60,303,348 in 
1966, and extraordinary charges of $125,896,985 for the 
costs and losses incurred upon merger, and of $3,148,391 
for losses incident to sale of part of its investment in 
a consolidated subsidiary. 

Financial statements for The Pennsylvania Railroad 
Company and The New York Central Railroad Com
pany, together with condensed financial statements for 
selected subsidiaries, are available in a supplement to 
the annual report. As a result of intercompany dividends 
and other transactions, these statements should be con
sidered separately and may not be combined without 
effecting appropriate elimination. 

PENSION COSTS 
Pension plans supplemental to benefits available under 
Federal retirement acts are provided for substantially 
all management employes together with certain mem
bers of railroad unions who, by December 31, 1960 or 
subsequent qualifying date, had elected to participate. 
The total pension expense for year 1967 was $2,376,180 
and for year 1966 was $l,865,895.The companies' policy 

is to fund pension cost accrued and substantially all of 
the plans are fully funded at December 31, 1967. 

FEDERAL INCOME TAXES 
Federal income taxes reported in the Statement of 
Earnings include, net after adjustments, Cr. $417,594 
for 1967 and $901,958 for 1966 representing taxes esti
mated to be payable on account of subsidiary and lessor 
companies for which separate tax returns have been or 
are to be filed. In addition, Federal income taxes include 
deferred taxes of $4,495,261 in 1967 and $6,162,972 in 
1966 charged to earnings by consolidated subsidiary 
companies either not in the affiliated groups (for tax 
purposes) or as to which tax effect accounting policy 
had been adopted in prior years and is continued. 

Deferred Credits and Other Liabilities reported in the 
Balance Sheet include amounts accumulated as deferred 
taxes of $57,454,033 as of December 31, 1967 and 
$53,064,064 as of December 31, 1966 provided in the 
accounts of certain consolidated subsidiary companies. 
Of these amounts, charges of $3,797,245 for 1967 and 
$4,420,757 for 1966 resulting in cumulative deferred 
taxes of $50,820,178 as of December 31, 1967 and 
$47,022,933 as of December 31, 1966 reflect deferred 
taxes in the accounts of transportation subsidiaries and, 
to this extent, differ from amounts of earnings and 
liabilities reported to the Interstate Commerce Commis
sion whose regulations do not provide for deferred 
tax accounting. 

The consolidated Federal income tax returns filed by 
the Pennsylvania Railroad affiliated group for the 
years prior to 1954 have been reviewed by the Internal 
Revenue Service and all tax liabilities have been settled. 
For the year 1954 the Internal Revenue Service has 
proposed additional taxes, based primarily upon its 
assertion that deductions should be spread to later years 
to a degree not consistent with the approved treatment 
of similar items in prior years. The company and its 
subsidiaries are protesting the proposed deficiency before 
the Audit Division of the Service; counsel is unable to 
determine the amount of liability, if any, which may 
ultimately accrue. The consolidated returns for the 
years 1955 through 1964 are under examination by the 
field agents of the Internal Revenue Service. While 
certain differences are under discussion, no deficiency 
for these years has been proposed. 

The consolidated Federal income tax returns filed by 
the New York Central affiliated group for the years 
prior to 1956 have been reviewed by the Internal 
Revenue Service and all tax liabilities have been set
tled. The tax returns for subsequent years, all of which 
indicated no tax liability, are subject to review by the 
Internal Revenue Service; however, the statute of l imi
tations bars any deficiency for the years prior to 1964, 
other than 1962. 

Because of net operating losses and net operating loss 
carryovers, no Federal income taxes are estimated to 
be payable on account of 1967 or 1966 income of the 
companies included in the Pennsylvania Railroad affili
ated group or of the companies included in the New 
York Central affiliated group and no material reduc
tion of taxes otherwise payable for these years was 
effected by use of accelerated depreciation, guide line 
lives or investment credit for such years. 

Penn Central is an integral part of automobile production lines. 
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Notes continued 
EXTRAORDINARY ITEM 
The Penn Central merger results in duplication or 
obsolescence of certain railroad properties, equipment, 
materials and supplies, and the requirement to rehire 
certain otherwise surplus furloughed employes, all of 
which are estimated to represent $275,421,985 in costs 
and losses. A n extraordinary charge for these items 
has been provided as a reduction of earnings in 1967. 
The effect on the balance sheet, at December 31, 1967 is 

Adjustment of Assets 
Obsolescence of materials 

and supplies $ 6,013,000 
Impairment in value of propert ies . . . . 125,859,313 

131,872,313 
Provision for Liabilities 

Impairment in value of 
leased property 385,461 

Cost to demolish obsolete properties. . 26,236,211 
Cost of recalled employes 116,928,000 
Liabilities incurred upon merger 143,549,672 

Total costs and losses incurred 
upon merger $275,421,985 

INVESTMENTS 
A l l investments are represented at cost or less. 
Securities owned and advances: 

Norfolk & Western Railway Company 
On October 16, 1964 the Norfolk & Western-Nickel 
Plate-Wabash Unification Plan became effective pur
suant to order of the Interstate Commerce Commission. 
As ordered by the Commission, voting rights of the 
Norfolk & Western holdings are placed with Trustees 
under Voting Trust Agreements until the required 
divestiture of such holdings is completed within 10 
years of date of N . & W. unification plan. 

Under an exchange agreement with N . & W. approved 
in Apr i l 1966 by the Interstate Commerce Commission, 
800,000 of its common shares are to be delivered 
in stipulated installments to N . & W. in exchange for 
$104,000,000 principal amount of N . & W. 4%% 
debentures, convertible into N . & W. stock by any 
holder other than Penn Central or its affiliates. During 
1967, 160,000 of such shares were exchanged for 
$20,800,000 of the debentures and in 1966, 80,000 shares 
were exchanged for $10,400,000 debentures. The total 
consideration of $104,000,000 received or receivable 
under the exchange agreement was recorded as an 
investment; at December 31, 1967, $23,960,000 of the 
debentures were sold. The estimated profit resulting 
under the exchange agreement is being recognized as 
income ratably over the term of the agreement. Of the 
total profit, $9,758,584 is included in earnings for 1967 
and $9,862,238 for 1966. At December 31, 1967 there 
is $60,793,750 of profit deferred to later periods. 

Of the total investment in N . & W., 1,542,784 shares of 
common stock are carried at cost of $40,484,248 at 
December 31, 1967. Dividends received in 1967 on 
N . & W. common stock (including the shares held for 
exchange) amount to $13,336,704 and in 1966 were 
$15,068,096. 
Of the total of N . & W. shares held at December 31, 
1967, there are pledged 1,451,763 shares of common 
stock with Trustee of collateral trust indentures of 

Pennsylvania Company and 516,308 shares of common 
stock are escrowed to meet redemption privilege of 
Pennsylvania Company preferred stock. 

Unconsolidated (and 50% owned) subsidiaries: 
Wabash Railroad Company 

Investment in Wabash is carried at $8,273,995 at 
December 31, 1967 representing 595,255 shares of com
mon stock and $13,226,400 par value 4V£% cumulative 
preferred stock. Dividends on common stock received 
from Wabash were $9,166,927 in 1967 and $11,458,659 
in 1966. 
The Wabash properties were leased to the Norfolk & 
Western Ry., effective October, 1964 under a rental 
arrangement that provides for all related expenses, a 
fixed rental and additional rental equated to dividends 
declared on N . & W. common stock. A n agreement also 
provides for exchange of all the Wabash common stock 
for 671,692 shares of N . & W. common stock after 
6 years from date of lease. The N . & W. common shares 
to be acquired through this exchange are subject to 
the voting restriction and divestiture requirements of 
the I .C.C. order authorizing the lease. 

At December 31, 1967 there are pledged 28,028 shares 
of preferred stock with Trustee of a collateral trust 
indenture of Pennsylvania Company. 

Lehigh Valley Railroad Company 
Investment in Lehigh Valley is carried at $27,163,995 at 
December 31, 1967 representing 1,475,579 shares of 
capital stock and $9,316,500 par value of bonds. The 
book value, as reflected in financial reports of Lehigh 
Valley, indicates $79,041,823 equity attributable to Penn 
Central's 97.3% stock interest. Lehigh Valley reported 
deficits of $3,737,516 in 1967 and $2,868,618 in 1966. 

Companies 50% Owned 
Investment in 50% owned companies, representing 
stock, bonds and advances are carried at cost (or less) 
of $42,318,257 at December 31, 1967 and $41,756,532 
at December 31, 1966. The net assets attributable to 
these holdings, as reported by the respective companies, 
exceeded the carrying value by $6,479,603 at December 
31, 1967 and by $6,607,330 at December 31, 1966. 

PROPERTIES 
Properties are represented principally at cost or less; 
they include land and improvements held for resale. 

1967 1966 
Transportation 

properties $6,706,899,852 $6,642,432,233 
Less: Accumulated 

depreciation, 
amortization and 
losses upon merger. . 1,850,049,504 1,756,909,924 
Net transportation 

properties 4,856,850,348 4,885,522,309 
Other properties 453,420,166 456,337,548 
Less: Accumulated 

depreciation, 
amortization and 
depletion 79,820,111 74,752,186 
Net other properties 373,600,055 381,585,362 

T O T A L 
P R O P E R T I E S -
N E T 5,230,450,403 5,267,107,671 

30 
Penn Central piggyback trailers serve America's food industry. 



Notes continued 
LONG TERM DEBT 

1967 1966 
Due in one year 

Transportation 
companies $ 103,797,823 $ 110,078,021 

Other companies . . 16,847,346 18,981,326 
Total 120,645,169 129,059,347 

Due after one year 
Transportation 

companies 1,792,048,827 1,768,847,775 
Other companies. . . 215,897,218 224,294,844 

Total . 2,007,946,045 1,993,142,619 
T O T A L L O N G 
T E R M D E B T . . . . $2,128,591,214 $2,122,201,966 

Long Term Leases 
The System has additional obligations under long term 
rail transportation equipment leases. The remaining 
rentals payable under these leases, including amorti
zation of the lessors' costs of the equipment, amount to 
$307,000,000. Rentals for equipment acquired under 
these lease arrangements amounted to $27,200,000 for 
1967 and will be approximately $31,000,000 for 1968. 

Pledges 
Investments, including investment in consolidated sub
sidiaries, with a cost of $263,715,425 are pledged under 
indentures or agreements. 

CONTINGENT LIABILITIES 
Commitment to purchase New Haven Railroad 

The Interstate Commerce Commission, as a condition 
of Penn Central's merger, requires that the New York, 
New Haven and Hartford Railroad be included in the 
merged system. The I .C.C. in their decision of November 
16, 1967 upheld, with certain modifications, an agree
ment dated Apr i l 21, 1966, as amended October 4, 1966, 
which provides for the purchase by Penn Central of 
substant ia l ly a l l of New Haven's propert ies and 
investments. 

The purchase agreement requires the following pay
ments and assumptions of debt and other obligations 
by Penn Central, subject to certain adjustments: 

1. Payment of 950,000 shares in Penn Central Capital 
Stock. 

2. Payment of $8 million in cash. 

3. Payment of $23 million in Penn Central bonds. 

4. Assumption of New Haven equipment obligations 
of approximately $28 million, as of December 31, 
1963. 

5. Assumption of a mortgage lien not in excess of $3.2 
million, the principal amount of bonds, to be issued 
under a proposed Boston and Providence Railroad 
Corp. plan of reorganization. 

6. Assumption of pension and labor protection costs 
for New Haven employes. 

The modifications to the agreement require Penn 
Central to increase the purchase price by a maximum of 
$5.5 million per year, beginning with the effective date 

of the Penn Central merger, limited to a 3-year period. 
Penn Central is also required to make cash loans to the 
New Haven up to a maximum of $25 million, at prime 
interest rates. On Feb. 15, 1968 Penn Central advanced 
$5 million to the New Haven under the modified 
agreement. 

The purchase agreement is being challenged in litiga
tion, principally on behalf of bond holders of the 
New Haven. 

Other Contingent Liabilities 
The Penn Central consolidated group has contingent 
liabilities (not included as liabilities in the Balance 
Sheet) aggregating $265,038,830 on December 31, 1967, 
in respect to the principal of obligations issued by 
affiliated companies; $245,607,222 of these contingent 
obligations have been entered into jointly or jointly and 
severally with other companies. 

In addition there are other contingent liabilities inde
terminate in amount, in respect to taxes, personal 
injuries, property damage, purchase agreements and 
other matters. 

CAPITAL STOCK 
The Penn Central merger effective February 1, 1968 
results in exchange of 1 share of Central stock for 1.3 
shares of Pennsylvania stock. The balance sheet at 
December 31, 1967 gives effect to the exchange of 
6,925,404 shares of Central stock, par $1 per share for 
9.003,025 shares of Pennsylvania stock, par $10 per 
share. The excess of par value of Pennsylvania stock 
issued over par value of Central stock exchanged, 
$83,104,846 ($82,730,668 for 1966) is charged against 
the combined capital surplus of Penn Central. 

The stock option plans authorized by stockholders for 
officers and key employes result in the following trans
actions and conditions. For comparative purposes the 
Central option plan has been converted to equivalent 
Pennsylvania shares. 

Stock Option Plans N . Y . C . 
For 1967 Restricted Qualified Options 
Number of shares 
Outstanding options— 

beginning of year. . . 177,240 20,950 89,380 
Options granted — — — 
Options exercised 82,920 8,950 32,600 
Options lapsed 1,200 8,000 9,881 
At December 31, 1967— 

Outstanding options. 93,120 4,000 46,899 
Available but 

unoptioned * 660,000 ** 
Options exercisable.. 44,520 2,250 17,794 

•Expired May 7, 1967 
"Expired January 31, 1968 

During 1967 options granted under the Restricted Plan 
were exercised at prices of $21.75 and $24.50 per share 
for a total of $1,973,790, those under the Qualified Plan 
were exercised at prices of $28.00 and $46.25, for a 
total of $396,600, and those under the N . Y . C . option 
plan were exercised at prices ranging from $12.50 to 
$28.08 per share for a total of $603,611. Options 
exercisable after December 31, 1967 are at prices rang
ing from $12.50 to $62.94. 
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