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ITEM 1959

Income Account (Millions of Dollars)

MNet. THCOME . s:s 56 s 55 s ms mams wumswsssms § 26.56
Dividends Paid. . . iccsiaesvsinasnsnvns 18.31
Operating Revenues. .. ................ 254.56
Operating Expenses—Wages............ 120.51
Operating Expenses—Depreciation. .. .... 14.13
Operating Expenses—Total . ............ 197.11
TTAKRS . < 5 55 50 5 5558 5 & 380 4 o 866 95 315 ik ot 29.86
Fixed Charges........coovvvimeniencns 8.42

Financial Condition Dec. 31,
(Millions of Dollars)

Cash and Special Deposits.............. $ 63.46
Total Current Assets. . ................. 104.93
Current Liabilities. . ................... 35.83
Working Capital: «.: s o uivsvnmessnemowse 69.10
Net Investment in Transportation Property  647.42
Long Term Debt. |, - i a5 wamsmamsms i o 262.10
Net-Worth—Shareholders’ Equity....... 640.06
Gross Expenditures for Property

TMPrOVEMENTS .« s o v o s m5s 5 56 818 000 yus 00w s 20.41

Financial Statistics

Times Fixed Charges Earned............ 4.16
Per Cent Return on Property Investment. 3.45
Per Cent Revenues
Carried Through to Net Income....... 10.43
Taken by Transportation Expenses.. ... 35.52
Taken by All Operating Expenses. . . ... 77.43

Average Per Share of Capital Stock
(6,100,830) Shares Dec. 31, 1959

Operating Revenues. . ................. $ 41.73
Net Income Before Taxes on Income. . ... 5.63
Income TaXeS...coeeveeenrnnccencnsoss 1.27
Total Taxes. .....ovvereennneinnnnnns 4.89
Net Income After All Taxes............ 4.35
Dividends Paid.:. s c565 5 5 5am s 5w s ems aies 3.00
Fixed Charges. ... ...cosoiissmassvisss 1.38
Shareholders’ Equity................... 104.91
Operating Statistics
Miles of Road Operated................ 8,292
Train Miles (Millions) ................. 16.92
Diesel Locomotive Miles (Millions). . .... 22.56
Car Miles (Millions). . . .......ooovun... 822.76
Gross Ton Miles (Billions).............. 45.13
Revenue Net Ton Miles (Billions)........ 15.67
Passengers Carried One Mile (Millions)... 435.19
Revenue per Net Ton Mile (Cents)....... 1.45
Revenue per Passenger Mile (Cents)...... 2.31
Train Load—Net Tons................. 1,383.12
Net Ton Miles per Freight Car Day...... 1,012.23
Gross Ton Miles per Train Hour........ 63,066
Employes
Namber of Employes.................. 20,539
Total Wages (Millions)................. $ 125.22
Straight Time Wages per Hour.......... $ 273

Earnings per Employe per Year......... $ 6,097
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GREAT NORTHERN RAILWAY COMPANY

EXECUTIVE DEPARTMENT

J. M. BUDD,
President

ST. PAUL 1, MINNESOTA

March 23, 1960

To our Shareholders:

This Seventy-First Annual Report presents a comprehensive review of Great Northern Railway
operations in 1959. Also noted within these pages are various other developments affecting the current
or future welfare of the company.

Of particular interest to stockholders are last year’s earnings of $4.35 per share—off 17 cents from
1958—and the continuation of annual dividends at the rate of $3.00 per share.

Revenues were 19, higher than those of the previous year, but this small gain was more than offset
by a 39 increase in expenses, as explained in detail in the sections devoted to Financial Review and Report
on Operations.

An unusual aspect of our freight traffic was that iron ore, for the second year, figured less prominently
than normal. The movement of grain, our most important producer of revenue, was at a slightly higher
level than in 1958.

Several significant developments having a bearing on freight and passenger traffic are accorded special
treatment in this edition of the Annual Report. Among these subjects are the opening of the St. Lawrence
Seaway, the growth of *‘piggyback™ service and progress in the elimination of unpatronized passenger trains.

Upkeep of the company’s property continued to be excellent in 1959, as evidenced in the report on
Improvements in Facilities. Car shortages anticipated at this time a year ago did not materialize, with the
limited exception of highest grade box cars and special types of cars.

Several changes will be noted in this year’s listing of Great Northern’s Directorate. Missing from the
roster for the first time in 20 years is Mr. Frank J. Gavin, who resigned in 1959 as a director and Chairman
of the Board. Mr. Gavin made important contributions to the company during his 62 years in the Operating
and Executive Departments. His courageous leadership through the difficult period during and just
following World War II brought rapid progress in rehabilitation and modernization of the properties,
sound readjustment of the company’s financial structure and a major step forward in employe morale.

The death on October 22, 1959 of Mr. Richard C. Lilly, who retired the previous May after 26 years
as a member of the Board, was mourned by his many friends on the railway.

New members of the Directorate elected in 1959 include Mr. Philip H. Nason, president of The First
National Bank of Saint Paul; Mr. William H. Lang, president of Foley Brothers, Inc., a well-known
contracting firm in St. Paul; and Mr. J. Howard Laeri, executive vice president of The First National City
Bank of New York.

The current year should be a good one, with a more normal ore traffic in prospect and excellent moisture
conditions in our important grain producing areas. Much grain is still stored on farms and in
country elevators, although movement in the early part of the year has been spasmodic. The volume of
shipments of lumber and general commodities will depend upon the level of general business. By continuing
to make rate adjustments, we expect to retain certain traffic and to return other tonnage to the rails. Operating
expenses will be higher than in 1959 because of pay increases, effective before January 1, 1960 under wage
contracts made in 1957. The price of materials has been increasing since January 1 and may be expected
to rise even more as the year progresses.

The devotion of well-trained officers and employes, applying their skills to the operation of the railway,
was responsible for the success enjoyed during 1959. The Board of Directors joins me in acknowledging
these efforts with grateful appreciation and many thanks.

PRESIDENT
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Great Northern began the year 1959 in an atmos-
phere of widespread optimism that business would
recover quickly from the recession level of the previous
year. The upswing became pronounced in March and
revenues for the first half of 1959 were well above those
of 1958. The advent of the steel strike on July 15 changed
these expectations and only in December did the up-
ward trend resume.

NET INCON

m

The year 1959 was particularly noteworthy because of
the overall control of expenses in spite of wide and unu-
sual variations from the normal pattern of traffic movement.
Net income of $26.6 million, equal to $4.35 per share of
stock, was earned in 1959 compared with $27.6 million
or $4.52 per share in 1958.

The reported net income of Great Northern does not
include its share of the undistributed net income of
Chicago, Burlington & Quincy Railroad Company (48.69,
owned), Spokane, Portland and Seattle Railway Company
(509, owned) and Western Fruit Express Company
(wholly owned). In 1959 this equity amounted to $4.4
million or 72¢ per share of Great Northern stock.

The annual dividend of $3.00 per share was continued
in 1959. This represents a payout of 699, of net income.

Operating revenues of $254.6 million were $2.9 million
above those reported in 1958. The continued rise in
labor and material costs increased operating expenses
$6.3 million above the level of 1958. On the other hand
taxes of $29.9 million were $2.5 million below those
accrued in 1958. There was also a reduction in the net
amount of rent paid for the use of equipment and
facilities of other railroads amounting to $772,000.

Fixed charges were earned 4.16 times, slightly less
than the coverage of 4.31 times in 1958. In every year
of the last ten, Great Northern’s fixed charges have been
more than covered by amounts received as ‘‘Other
Income.” In 1959 this excess coverage was $2.9 million.

Federal income tax laws permit rapid amortization of
investment in certain facilities declared essential for
national defense, and in addition permit accelerated
depreciation of facilities acquired after January 1, 1954.

Depreciation as recorded in our income account, how-
ever, is on a straight line basis.

Depreciation for tax purposes in 1959 was $6.28 million
in excess of that reported. This in turn postponed taxes
and increased net income by $3.3 million, as indicated in
the following table:

Defense Facilities
Facilities with
being Accelerated
Amortized Depreciation
Amortization or depreciation
estimated for tax return—
1959. . ... ... ... $6,770,000 $4,900,000
Normal straight line depre-
ciation as reported—1959 2,590,000 2,800,000
Excess—1959.. .. .. .. .. .. ... 4,180,000 2,100,000
Increase in net income—
1959. ... 2,200,000 1,100,000

The favorable effect of deducting higher depreciation
for tax purposes than the lower amount required by the
ICC for book purposes is shown as follows:

Effect of Amortization Effect of Accelerated Combined
of Defense Facilities Depreciation on Effect on

on Net Income Net Income Net Income
Year Per Share Per Share Per Share
1954 .. .. $0.56 $0.02 $0.58
1955...... 0.62 0.04 0.66
1956. ... ... 0.66 0.07 0.73
1957....... 0.59 0.11 0.70
1958. ... .. 0.49 0.15 0.64
1959 (est.). 0.36 0.18 0.54

1960 (est.). 0.22 0.21 0.43

Benefits from the excess of tax amortization of defense
facilities over book depreciation reached a high point in
1956 and are expected to decrease each year until 1962.
Book depreciation will thereafter exceed tax amortization,
and income will be affected unfavorably to the extent of
about 20 cents per share for some years. Offsetting this,



however, is the tax benefit from accelerated depreciation
which will continue to increase for several years. The
anticipated overall result is that reported net income will
be favorably affected for some time, although to a lesser
extent than at present.

Cash, including temporary cash investments, was $63.5
million at the end of 1959. Current assets, including
these cash items, were $104.9 million, and current liabili-

In making plans for 1959 a possible steel strike begin-
ning about July 1 was anticipated with a duration of up
to six weeks. Maintenance work was programmed to be
carried out during the most advantageous season con-
sidering weather and minimum interference from the
peak traffic volume which comes in late Summer and
early Fall. When the steel strike became an actuality
July 15, track maintenance programs were well along

ties amounted to $35.8 million. Net working capital,
including materials and supplies, the excess of current
assets over current liabilities, totaled $69.1 million com-
pared with $68.1 at the end of 1958.

In addition $8.6 million was held in a reserve fund
available for debt retirement or capital expenditures.

The high level of interest rates on short-term securities
resulted in a substantial increase in income from invest-
ments in Government securities as compared with 1958.
Total income from this source in 1959 was $1,645,000,
some of which was tax exempt.

and were generally carried through to conclusion. Con-
tinuation of the steel strike far beyond earlier expectations,
and a strike in the copper industry, reduced revenues
considerably, and maintenance ratios for the year ended
higher than 1958.

The principal sources of Operating revenues were:

Operating Revenues Per Cent

(Millions) Change
Source of Revenue 7959 71958
Freight. .. - $226.5 $223.9 1.1-1
Passenger i i s in e 10.0 10.2 1.2-D
Mail e . o 8.6 8.2 4.6-1
Express . o 2.2 1.7 29.1-|
All other operating i 5 7.3 V4 5.5-D
Total . . . . $254.6 $251.7 1.1-1

The diversity of sources from which Great Northern
derives its freight revenue stood it in good stead in 1959
when long strikes in basic industries cut off important
traffic for long periods.

At the end of the first half of the year freight revenues
had increased $13.3 million or 13.89, over the same
period in 1958. The long continued strikes in the steel
and copper industries nearly wiped out this increase,
and the year ended with revenues $2.6 million above
those for 1958, or an increase of 1.19.

Specialized freight cars such as the airslide

hopper, shown here being loaded with bulk flour,

help reduce shippers’ costs and are an important factor
in making rail transportation more attractive.



Evidence of the industrial growth of British Columbia

is the big Lake City Industrial Area between Vancouver and
New Westminster. Begun in 1959, this

new development is served by Great Northern.

The diversification of your company’s revenues both
by industries and geographically is shown by the follow-
ing table of principal commodities:

1959 71958
Revenues Revenues Per Cent

Commodity (Millions) (Millions) Change
Grain and grain products...... $63.3 $62.1 2.1-1
Lumber and wood products.. . .. 42.2 37.2 13.6-1
Iron ore, including dockage. ... 14.1 18.5 23.6-D
Paper and paper products... .. 13.2 12.9 2.6-1
Crude petroleum, petroleum

products and asphalt...... ... 11.3 10.6 6.4-1
Aluminum ore and products. .. 7.0 73 3.4-D
Iron and steel products.... . ... 5.3 5.1 3.9
Fresh apples................. ... 4.4 5.6 20.2-D
Forwarder traffic and LCL...... 10.6 11.8 10.3-D

The year began with a record amount of grain in
storage in country elevators and on farms, much of it
held under Government price support programs. During
the early months of 1959 loading of this stored grain
showed a moderate increase over the preceding year.
Moisture reserves at the beginning of the growing season
were inadequate in much of the most important grain
growing territory. As a result success of the 1959 crop
was dependent on timely rains. These did not occur in
some areas, particularly the Dakotas. On a systemwide
basis the crop was about equal to the average of recent
years, but substantially less than the bumper crop of the
preceding year. An adequate supply of cars took care of
heavy loading during the harvest season. The availability
of storage capacity, less than normal crops in some areas
and the Government loan program combined to slow

the movement of grain to market immediately after the
harvest was completed. Prospects for the 1960 crop are
good, as soil moisture conditions throughout the territory
are greatly improved. As of January 1, 1960 there is esti-
mated to be 243 million bushels in storage awaiting
movement compared to 274 million bushels a year earlier.
While this is below the record amount a year ago, it is
more than on this date in any other year.

Movement of iron ore almost completely stopped dur-
ing the long steel strike from July 15 to November 7.
As a result, the tonnage handled during the year was the
lowest since the depression year 1939. After the ore
miners returned to work on November 7, shipments
resumed and continued until December 20, the latest
closing date on record. Because of abnormally early cold
weather in November only a small amount of ore was
moved after the strike was over.

The resumption of near capacity operation of the
furnaces during the winter of 1959-1960 is reducing stocks
of iron ore at the furnaces so that a heavy movement
at the beginning of the 1960 shipping season seems
assured.

Although iron ore accounted for 30.69, of the tonnage
handled by Great Northern in 1959, its contribution
to revenue was much smaller and produced only 4.79, of
total operating revenues.

Lumber moved freely throughout the year in response
to heavy demands from the home building industry.
Revenues from crude petroleum also gained substan-
tially as production from wells in the Newburg-Lignite
areas of North Dakota increased. A smaller than normal
apple crop in the Wenatchee district, however, caused a
decline in revenue from that source.

The principal increases and decreases in 1959 com-
pared with 1958 for various commodities are as shown
in the table.

Per Cent

Commodity Increase Change
Lumber............. ... ... $5,063,000 13.6-1
Crude petroleum........ ... ... . ... 1,399,000 103.6-1
Per Cent

Decrease Change

Iron ore, including dockage....... $4,372,000 23.6-D
Apples.................... ... ... 1,125,000 20.2-D

During 1959 the level of freight rates was not changed
as every effort was made to absorb increased costs



through greater operating efficiency. The pressures of
competition from other forms of transportation are forc-
ing gradual downward revision of the freight rate struc-
ture. In addition, Great Northern has been making
selective rate reductions to assist producers in our terri-
tory to be competitive with producers located closer to
the common market areas.

Revenues received for transportation of passengers
have been relatively stable since 1953. During this period
passenger train miles have been reduced 299, by eliminat-
ing a number of lightly patronized passenger services.

The increasing cost of furnishing passenger service and
the declining public use being made of the more marginal
trains, brought on during the year an intensive study of
all phases of passenger operations. One result of this
study was a more active campaign to eliminate trains
of least service to the public. Seven pairs of trains were
taken off in 1959 with the permission of State Com-
missions, and since the end of the year discontinuance of
one more pair of trains has been approved. Decision is
awaited on one further application. Each case requires
careful preparation of statistics and appearances by wit-
nesses, plus considerable advance public relations work
to inform the people in the areas affected.

The trains taken off during 1959, plus those for which
hearings have been held, involve 1,001,490 train miles per
year and a net gain estimated at $1,104,000 annually.

On the positive side, the study of passenger operations
led to further experimentation with a number of fare
reductions. Coach class tickets are being honored in
Western Star sleeping cars except during the heavy sum-
mer travel season. Dining car services have been simpli-
fied and prices reduced. All of these improvements are

being made to encourage travel on those principal trains
which the public is still using.

The Interstate Commerce Commission completed its
study of the passenger deficit which had been underway
for several years. While its report indicates a belief that
rail passenger service will be needed for the foreseeable
future as an integral part of the national transportation
system, the problem has no easy solutions. The Com-
mission recommended nine steps that could be taken
toward alleviation. One of these is repeal of the 109
excise tax on passenger fares. Congress passed legislation
reducing the tax to 59, effective July 1, 1960. While
only a partial step, this action should be helpful.

While Great Northern’s passenger carrying business
provides only 3.99, of operating revenues, out-of-pocket
expenses consume more than we take in. Passenger
costs are being watched carefully and held at the lowest
possible level at which good service can be given on
those trains which are needed in the public interest. The
Empire Builder has been maintained at the highest stand-
ards of service and has consistently earned more than
its out-of-pocket costs.

Great Northern is the principal mail carrying railroad
between the Twin Cities and the Pacific Northwest. The
volume of this long haul mail traffic increased during
1959. Effective July 1, the rates paid for this service
were increased 5.69 as a result of negotiations between
the western railroads and the Post Office Department.
In 1959 total mail revenue was $8.6 million compared to
$8.2 million in 1958. Some local and branch line mail
has been diverted to highway routes by the Post Office
Department, thereby making train operations more un-
profitable and leading ultimately to elimination of the
trains.

During 1959 operations of the Railway Express
Agency, of which Great Northern is a part owner, were
completely reorganized and new contracts negotiated
with the railroads and air lines for which the Agency
performs a nationwide small package service. Under its
new management improved results have been increasingly
evident and Great Northern received from the express
operation $2.2 million in 1959, up 29.19, from the
$1.7 million in 1958.

During 1959 railway operating expenses amounted to
$197.1 million, up $6.3 million from 1958. The increase
in expenses was somewhat more than the increase in
revenues and was due primarily to the higher level of
wages paid during the year as compared with 1958.

Transportation of new automobiles from California
assembly plants to dealer’s doorstep in Pacific
Northwest was important piggybacking development in
1959. Ten autos are handled on each flat car.




The operating ratio—that is, the proportion of operating
revenue taken by operating expenses—was 77.4 in 1959
compared with 75.8 in 1958.

The property is in excellent condition and full advan-
tage can be taken of the upturn in traffic which began in
December, without the necessity of making up any de-
ferred maintenance.

Transportation expenses include the cost of moving
trains and of operating yards and stations. In 1958
these expenses were $88.2 million. They increased 2.59,
to $90.4 million in 1959. Improved facilities and methods
in many fields—centralized traffic control, radio
communication on trains, centralization of station
accounting among other refinements of recent years—
contributed to the overall streamlining of operations
which made possible control of transportation expenses
in a year of unusual fluctuations in the volume of traffic.

Maintenance of Way expenses in 1959 increased $1.5
million to $40.2 million compared with $38.7 million
in 1958. In terms of work accomplished, such as new
rail and ballast installed, more was done than in the
year before with only a moderate increase in expense.
This was made possible largely by increased mechani-
zation of track work. Much of the heavy manual labor
of the past is now being done more uniformly and
permanently by a smaller number of skilled men receiving
higher rates of pay. These men are aided by an array
of machines, most of which have been on the market
only a year or two.

Maintenance of Equipment expenses of $47.5 million
in 1959 increased $2.3 million over those of 1958. This
item of expense is only slightly more than the average
for the last four years. In spite of substantial increases
in wage and material costs, equipment continues to be
maintained to the usual high standards. At the be-
ginning of 1960 only 2.79, of Great Northern freight
cars were unserviceable compared with the national
average of 7.29.

The overall ratio of maintenance expenses to operating
revenues rose to 34.5 in 1959 from 33.4 in the previous
year. The transportation ratio increased slightly to 35.5
in 1959 from 35.0 in 1958.

Although traffic volume fluctuated widely from month
to month during the year, some of the important indices
of operating efficiency improved during the year. This
was particularly noteworthy since iron ore, which
contributes favorably to most transportation statistics,
was at its lowest volume in twenty years. Gross ton-
miles per train-hour, a measure of train loading and
speed, set a new Great Northern record at 63,066 in
1959. Average speed of freight trains at 20.3 miles per
hour also was at a record level. Although our 8,000

ore cars were necessarily idle during the 115 day steel
strike, utilization of the total freight car fleet as measured
by the average net ton-miles per car day improved from
976 in 1958 to 1,012 in 1959.

Great Northern normally pays out more than it receives
for freight car rentals. In 1959 the net rental payments
amounted to $3.1 million. This was more than offset,
however, by the car mileage revenues of the wholly
owned Western Fruit Express Company.

During 1959 the price level of most materials purchased
for use on the railroad continued to increase. In spite
of this, the value of materials and supplies in stock
increased only nominally during the year.

The complicated procedure of converting over 80,000
different items from manual inventory control at the
numerous separate storehouses scattered over the line
to centralized control by Univac computer progressed
satisfactorily and is expected to be in full operation
during 1960. A substantial reduction in the quantity
of material on hand, as well as savings in handling and
carrying charges, is expected.

One noteworthy exception to the upward trend of
material prices was that of diesel fuel. Purchases were
made whenever prices were most favorable, and at the
end of the year our large storage facilities were filled
to near capacity. Fuel cost per dollar of revenue at
3.1¢ in 1959 was the lowest on record and compares
with 6.1¢ ten years ago in 1949 when some steam
locomotives were still in operation.

Tax accruals in 1959 were $29.9 million, which was
$2.5 million less than in 1958. Although Federal income



Increasing mechanization of track work was again evident on the
railway in 1959. Pictured is a track undercutter-skeletonizer, which
vastly speeds up the removal of material between and under ties.

taxes were $3.6 million less than in the previous year,
and other taxes, principally state and local property taxes
decreased slightly, payroll taxes which finance all of the
unemployment insurance and half of the railroad
retirement programs for railroad employes increased
heavily as a result of the liberalized benefits voted by
Congress early in 1959 and made effective July 1.

These high payroll taxes place a particularly heavy
burden on the railroad industry because they support
programs which are much more liberal than those for
wage earners in general business. Under the 1959 law,
Great Northern will pay in 1960 1259, more in payroll
taxes than would be required if the railway were covered
by the Social Security law.

The wage contracts with all principal railroad labor
organizations, which were effective November 1, 1956,
continue in effect although they contain provisions for

The annual budget for capital expenditures in 1959
was prepared in line with long-range plans for improve-
ments in facilities. It was approved in the Fall of 1958
with the experience of the 1958 recession in mind but
with substantial evidence that business was improving
and prospects for 1959 were favorable.

Almost all of the projects included in the program
were limited to essential replacements of obsolete or
worn-out facilities or to effect improvements in service
to attract new business or retain old.

The program was carried out substantially as planned,
with the exception that 500 additional box cars were
purchased when a favorable opportunity was presented

Giant 6's-acre
Gamble-Skogmo
warehouse and
distribution center
recently completed
on Great Northern
trackage at St.
Louis Park,
Minnesota, utilizes
both regular rail
freight and piggy-
back services.

changing basic wage rates and permit notices of
modification in working rules November 1, 1959.
Negotiations are presently in progress for such changes,
but the outcome will not be known for some time.
Under the agreements all employes covered by union
contracts have received basic benefits of 26l4c per hour
in the three years, plus 16¢c per hour in cost-of-living
increases. During 1959 a cost-of-living increase of 3c
per hour was made on November 1. The total cost
of this 1959 increase on an annual basis at the 1959
level of employment is approximately $1.4 million.

The average wage per hour worked in 1959 was $2.84
compared with $2.73 in 1958. In addition, the cost of
fringe benefits such as pensions, unemployment
insurance and health and welfare group insurance
amounted to 52c per hour. This brings the total cost
per hour to $3.36 in 1959. The comparable figure in
1958 was $3.20. It will be noted that the cost of various
fringe benefits is now 18.29, of the total payroll.

to obtain quick delivery of cars for use during the period
of peak loading at the harvest season.

Additions and betterments amounted to $20.4 million,
which included $8.7 million for roadway and structures
and $11.7 million for equipment. This compares with
$20.1 million in 1958 and the five-year (1955-1959) aver-
age of $25.2 million. The total program contemplated
for 1960 totals $25.4 million.

The 1959 program of equipment included construction
of 500 box cars at Great Northern’s shops at St. Cloud,
Minnesota, and purchase of 501 box cars from outside
car manufacturers. The cars built in the company’s




Mechanized car-cleaning facility completed in 1959

at Everett, Washington has fantastic appearance but speeds
cleaner box cars to GN shippers in record time.

Average daily output is 200 cars.

shops were 40 ft. single door cars with many features
designed to keep them suitable for high-grade loading
for many years. They replaced approximately an equal
number of obsolete cars which were expensive to
maintain.

The 501 box cars acquired from car builders were
40 ft. “plug door™ box cars equipped with roller bearings.
These versatile cars have two doors on each side, one
of which can be tightly secured and the car used as a
single door car to load bulk commodities such as grain.
When the car is used for lumber, plywood and other
long articles, both doors can be opened to facilitate
the use of mechanical loading equipment such as fork
lift trucks.

Since Great Northern has a substantial movement of
grain westbound to Washington and Oregon where cars
are unloaded and used for eastward lumber loading, this
double-duty equipment is frequently used for loads in
both directions, conserving the supply of cars available
and minimizing unproductive empty movements.

Besides the acquisition of these new freight cars, 745
older box cars were given heavy repairs and can now be
used for high-grade loading. Another 148 older box
cars were rebuilt as stock cars, some being made into
double-deck cars and equipped with movable steel shut-
ters to protect long distance hog shipments in severely
cold weather. Additionally, 35 flat cars were equipped
for piggyback service, and 55 trailers were added to the
fleet used in trailer-on-flat-car service.

The equipment program for 1960 includes capital ex-
penditures of $17.3 million. The principal items are
$11.2 million for acquisition of new freight cars including
750 box cars and 210 cars of other types. In addition,
heavy repairs will be made on 1,000 cars and another
250 box cars will be converted into modern stock cars.

Although no new diesel locomotive units are planned,
18 older 1350 HP units will be upgraded to 2000 HP
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general purpose units. The rebuilding of these diesel
units is continuation of a program to upgrade our earliest
diesel road locomotives, purchased about fifteen years
ago, into modern units with all available improvements
in design and capacity included.

The largest single area of property improvement in
1959 was expansion of the mileage operated by centralized
traffic control. A 75 mile segment of the main line
between Dodson and Pacific Junction, Montana in east-
ern Montana was completed. On the iron ore lines in
northern Minnesota, a 100 mile project will be in service
soon after the start of the 1960 ore season. CTC is
attractive not only because of the greater flexibility of
operation which it affords but also because the greater
traffic capacity permits the removal of surplus trackage.
In the case of the project in Minnesota, this increase in
capacity will result in removal of an unneeded 25-mile
branch line between Swan River and Kelly Lake and
elimination of 27 miles of second track. Substantial
economies in future maintenance will be effected and, in
addition, valuable material recovered for use elsewhere.

During the year maintenance of the property included
a continuing program of replacing lighter rail with
heavier, application of crushed rock ballast on main lines
and replacing timber bridges with more permanent struc-
tures. The improvement program was somewhat more
extensive than that in 1958.

This 1959 photo in a West Coast plywood plant illustrates
the versatile loading qualities of the *‘plug door™ box car, which is
equally popular with grain shippers as a tight single-door car.




New 115-pound rail was laid on 81 miles of main line. T
Of this, 49 miles were continuous welded rail. On second- WO new
ary lines 122 miles of second-hand rail of various weights
were laid to replace lighter steel. A total of 126 miles of
track was reballasted with crushed rock. Altogether, StateS and a
475,000 yards of ballast were used.
In western North Dakota a line change five miles in °
length was completed, reducing sharp curvature to permit Seaway lnaugur al
higher train speeds and lower track maintenance costs.
In connection with this improvement, the line was reduced .
from double to single track and included within the StlmUIate
existing CTC operation controlled from Minot.
On the Wenatchee-Oroville branch line in Washington,
work continued on the 24-mile line change resulting from grOWth on both
construction of Rocky Reach Dam on the Columbia
River. This project is being done under contract with the
Chelan County Public Utility District and at year’s end ends Of Great
much of the new line was in service.
The capital expenditure budget for 1960 provides for
work on fixed property estimated to cost $8.1 million. Northern,s
Emphasis will again be placed on extension of CTC.
The principal project of this nature will fill a 201-mile ¢ K
gap and result in a continuous segment of 441 miles of
heavy traffic density main line between Minot, North maln llne
Dakota and Havre, Montana with either CTC or double ¥
track. The regular program of track improvement will
include 78 miles of new rail, 184 miles of second-hand
relaying and 557,000 cubic yards of ballast.

Three historic events in 1959 served

to focus attention on the strategic
importance of Great Northern

as a link in world commerce. Opening
of the St. Lawrence Seaway made
ocean ports of Duluth and Superior,
the railway’s easternmost termini.

To the west, the twin events of state-
hood for Hawaii and Alaska brought

Wheelock-Epping line change in western North Dakota was Sven g ea.ter promise of delvelopment
important 1959 improvement, eliminating five curves and for these important areas, long
reducing maximum curvature from 3°11’ to 1°30'. Train is served by Great Northern through

pictured on new track, west of Epping. Pacific Northwest ports.
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The scene is Seattle, but this photo is

symbolic of the close tie between rail and ocean
transportation at bustling ports on both

ends of Great Northern’s main line.

World commerce vignette: Flour, milled in Minneapolis from
Northwest wheat and moved by rail to Vancouver, British Columbia,
is loaded aboard a Japanese freighter bound for the Orient.
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Duluth’s $10,000,000 Arthur M. Clure

Public Marine Terminal, dedicated in 1959, anticipates
a heavy influx of Seaway traffic. In the foreground

is part of a 3500-car railroad storage area.

LA

Thirty carloads of pig aluminum
produced at Wenatchee are loaded aboard
a ship at Everett, en route to a rolling
mill and extrusion plant in South Wales.
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During 1959 development of piggyback traffic was
increasingly emphasized. The coordination of the best
features of rail and highway operation is going through
a phase of rapid expansion in which new ideas are being
tried, equipment being developed and potential uses being
studied. The number of trailers loaded and received
from connecting lines increased 209}, during the year
above the level of 1958.

Among the principal piggyback developments was es-
tablishment of a new fast overnight freight service be-
tween Seattle and Spokane, Washington, especially timed
to meet piggyback needs. Also on the West coast, Great
Northern is participating in a pool operation under which
automobiles are moved in piggyback service from Cali-
fornia assembly plants to key unloading points in the
Pacific Northwest from which the automobiles are then
delivered on trailers direct to the auto dealers. This
service under which transportation responsibility is cen-
tered in one agency has proved attractive to manufac-
turers and dealers alike. First movements began in
August 1959 and Great Northern has 35 long flat cars
and 50 trailers on order for early 1960 delivery to augment
the fleet of equipment presently being used.

In addition, the movement of apples by piggyback
from the Wenatchee Valley to California was begun late
in 1959 to serve receivers of fruit who find truck deliveries
more convenient than rail. Throughout Great Northern
territory rates were made effective and piggyback services
established to meet the needs of shippers who can best
be served by trailer-on-flat-car service.

Experiments in passenger service were continued in
1959 to attract more patronage to the Western Star, the
Internationals and other streamlined trains which fill a
substantial public need but are not earning as high a
percentage of their costs as the Empire Builder.

Except during the peak summer season, fares at the
coach class level are now offered to Pullman passengers
on the Western Star, upon payment for accommodations
used. In addition, on the Gopher, the Red River and

the Internationals, coach class tickets are accepted in
the parlor cars on payment only of the parlor car seat
fare.

Special low fares are also being offered for coach
travel on the Seattle-Vancouver, B. C. and Seattle-Port-
land runs in order to stimulate travel. On the Western
Star simplified but first quality meals are being served
at lower prices.

The final results of these experiments cannot be de-
termined as yet, but it is apparent that patronage is
increasing on most of these trains. Efforts to increase
gross revenue are rewarding if successful, since the operat-
ing cost of a passenger train does not increase substan-
tially when additional passengers are carried.

The third full year of taconite research, carried out
jointly by Great Northern and the University of Minne-
sota, was completed with encouraging results. A great
deal of work has been done on correlating available data
on the metallurgy and mineralogy of taconite. This
material is being made available to the iron mining
companies interested in the Mesabi Range.

Great Northern is particularly interested in the non-
magnetic and mixed taconites which are found in vast
quantities on the western part of the Mesabi Range in the
area served by the railroad. The amount of this material
is much greater than of magnetic taconite being processed
by existing plants on the eastern part of the Range not
served by Great Northern. In some respects the non-
magnetic taconite is more desirable since it is found
where communities presently exist. Much stripping has
already been done in the development of existing mines
and mining costs may be lower. To date processing costs
have made the use of non-magnetic material uneconomical.

The research now in progress is designed to obtain
basic information on the non-magnetic taconites and to
assist the mining companies in carrying out their own
research studies. One of the ways of separating non-
magnetic iron ore particles from foreign materials em-
ploys a roasting process. In order to investigate lignite
as a possible source of fuel, the railway has entered into

p .



a contract with the University of North Dakota and
research work began in August 1959.

While the Mesabi Range still contains substantial ton-
nages of iron ore which can be shipped to furnaces direct
from the mines or after beneficiation by simple processes,
the long-range future of iron ore production in Minnesota
depends on taconite. The steel industry is becoming
increasingly particular about the quality and physical
structure of ores used in iron-making. Processed taconite
is meeting these more stringent requirements very well.
While much depends on the policies of local and state
taxing bodies, transportation costs to market and progress
in research, the prospects for continued shipments over
Great Northern of Minnesota iron ore for many years to
come seem good in spite of the development of foreign
sources of ore.

Great Northern is also carrying on mineral exploration
and development work at other locations. One such
study in northwestern Montana, jointly sponsored with
the Pacific Power & Light Company and the Montana
Bureau of Mines, entered its second year of a five-year
program of geologic investigation. Much new informa-
tion has been furnished to interested companies. Another
program along the line between Great Falls and Billings,
Montana is mapping mineral resources and developing
basic data on this subject.

In another phase of research, the Economic Research
Division, which was established late in 1958, carried
forward investigations in widely varied fields. This group
is particularly concerned with studies which cross the
ordinary departmental lines of organization on the rail-
road or involve matters requiring extended study. Its
work is complementary in some respects to the traffic

Non-magnetic taconite ore, pelletized for research tests, is

examined by A. J. Haley (left), director of GN’s Mineral Research and
Development Department, and H. H. Wade, director of the
University of Minnesota Mines Experiment Station.

Great Northern industrial property provided part of the site for
one of the Northwest’s largest paper warehouses and shipping
installations, built by Scott Paper Company in 1959 at Everett, Wash.
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research committees which have been set up by groups
of railroads on a territorial basis. Great Northern is
participating actively in the research work of three of
these groups.

During the year 1959 a total of 142 new industries
was located adjacent to Great Northern lines. The activi-
ty in this field was considerably greater than in the
previous year of recession. In addition, sizable additions
were made to a number of existing installations.

In Minnesota and North Dakota there was a large
increase in the construction of storage facilities for grain.
Among the larger new installations were four facilities in
Minnesota and North Dakota, all on Great Northern
trackage, with an aggregate capacity of 715 million
bushels.

In the Red River Valley of Minnesota and North
Dakota several new plants for flaking potatoes were
established. These plants provide convenient packaged
products and tend to widen the market for potatoes
grown in the Valley.

At Williston, North Dakota a new plant for extraction
of salt is under construction. The salt occurs in beds
over 200 feet in thickness deep in the earth but overlying
the oil bearing strata. Extraction of the salt will not only
provide a marketable product, but it will also provide
storage space for LPG (liquefied petroleum gas) in off-
peak periods. The LPG, a by-product from oil wells, is
obtained at a nearby gas recovery plant in Tioga, North
Dakota.
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Shipments of crude petroleum from fields in north-
western North Dakota increased substantially, particu-
larly in the Newburg and Lignite, North Dakota areas.
At Newburg a pipe line gathering system owned by the
Newburg Pipe Line Company, in which Great Northern
has an interest, delivers oil to railhead for shipment to
market in tank cars.

Development of industry on the west end of the system
in Washington, Oregon and British Columbia continued.
Large new industries to process the natural resources of
this rapidly growing area, and also manufacturing plants
to supply products for other industry were built. Many
are served directly by Great Northern or by the Spokane,
Portland and Seattle Railway Company, a subsidiary
jointly owned with the Northern Pacific. A total of 28
new industries, some of very substantial size, were locat-
ed on the lines of the SP&S in 1959.

As a part of its industrial development work, Great
Northern has purchased a number of tracts of vacant
land which are suitable for location of industries in the
future. This is done to protect land adjacent to trackage
from piecemeal development for non-industrial uses. One
large area of 627 acres at Renton, Washington, south of
Seattle, was purchased for such long-range development,
and other smaller areas were acquired elsewhere on the
railroad. Ownership of such property has proved desir-
able in attracting industries to our lines since plant sites
can be arranged easily without long drawn-out negotia-
tions with scattered owners. In addition, railway property
and buildings made surplus by technological improve-
ments have been made available to a number of desirable
industries.

On the Mesabi Iron Range, the Lind-Greenway mine
near Coleraine, Minnesota and the Pierce group at Hib-
bing, Minnesota were near production stage and it is
expected that shipments will begin early in 1960. These
are conventional open pit mines owned by major com-
panies employing the latest types of beneficiating plants
to produce iron ore concentrates of desirable characteris-
tics.

The output of electrical energy increased throughout
the territory served by Great Northern. The availability
of large blocks of power is expected to contribute further
to industrial development. Electric power generated from
atomic energy will become a reality when the power plant
at Elk River, Minnesota becomes operational in 1960.
Construction of an even larger plant was started late in
1959 near Sioux Falls, South Dakota.

Large-scale production of power on the Columbia
River continued to develop. Rocky Reach Dam, a short
distance above Wenatchee, Washington, is now 759,
complete. When finished in 1962 its seven generators
will produce 775,000 kilowatts. The construction phase
at Priest Rapids Dam below Wenatchee is nearing the
end and is scheduled to start generation of power in 1960.

Wanapum Dam, also below Wenatchee on the Colum-
bia River, was taken out of the study stage by award of
a construction contract in 1959. This dam is expected to
cost $93,000,000 and will produce 600,000 kilowatts on
completion.

Little new expansion of irrigation was undertaken at
the major projects located on Great Northern. However,
intensive development of farms continued. In the Colum-
bia Basin rail shipments of principal agricultural products
increased by 479, in 1959 compared with 1958. The
transition from arid wasteland to productive farm land
requires time and effort on the part of the farmers after
irrigation water becomes available.

The St. Lawrence Seaway officially opened in the
Spring of 1959 serving both the ports of Duluth and
Superior on the Great Northern. At these two points
very extensive grain storage facilities were already in

This aerial photo shows the sprawling
Lind-Greenway mine between Coleraine
and Grand Rapids, Minnesota. Newly-
developed by Jones & Laughlin Steel
Corporation, the mine is served

by Great Northern.




Substantial progress was made during the year on mighty
Rocky Reach Dam, spanning the Columbia River above
Wenatchee. The project is adjacent to Great Northern's
Wenatchee-Oroville branch line.

existence for shipments of grain in lake-type bulk freight-
ers. This traffic has moved for many years to lower lake
ports either for local consumption or for export by
trans-shipment. With the opening of the seaway, fairly
large ocean-going ships reached the Head of the Lakes
for export grain loading and moved out to sea via the
St. Lawrence. Most large storage facilities, including
Great Northern’s elevators at Superior, were equipped
to load ocean ships. The movement of export grain
increased through Duluth-Superior and substantially ex-
ceeded earlier estimates. Total domestic and foreign
shipments are now estimated at 150 million bushels in
1959 compared to 99 million bushels in 1958.

Except for grain no definite trends have yet appeared
in the movement of other commodities, although gradual

The ownership of Great Northern shares was further
widened during 1959 as the number of stockholders rose
from 38,121 at the end of 1958 to a total of 39,554 on the
last record date in November. There were 6,100,830
shares outstanding in the hands of the public at the end
of 1959.

At the end of 1959 funded debt was $262.1 million
compared with $270.7 million at the end of 1958, a
decrease of $8.6 million. Of the total debt, $7.7 million
of equipment obligations are due in 1960.

General Total
Mortgage Equipment Funded
As of Bonds Obligations Debt
December 31 (Millions) (Millions) (Millions)
1959. . ... $195.3 $66.7 $262.1
1958 . .nniswsnszssves 200.4 69.9 270.7
1957....oncamenizssss 200.5 65.3 266.4
1956................. 201.7 62.8 265.2
1955, ... ... 203.7 62.8 267.3

During 1959 one equipment trust, amounting to
$4,590,000, was issued. The certificates were sold during
May at an interest cost of 4.629, to maturity. More than
offsetting this issue of new equipment trust certificates

changes in the traffic pattern of world commerce will no
doubt take place. The Port Authority of Duluth has
completed a $10,000,000 dock and warehouse facility on
the waterfront of St. Louis Bay, and numerous other
developments are being discussed at both Duluth and
Superior.

It is too early to assess the effect of the waterway on
Great Northern, but any increase in international trade
through the Head of the Lakes should be helpful. Favor-
ably located lines to the Minneapolis-St. Paul area and a
connection with the main line at Minot, North Dakota
are available to move commerce as it develops. However,
the opening of the Seaway coincided with a substantial
increase in grain trucking to the lake ports. Rate ad-
justments are being considered to offset this development.

was payment of $7.8 million of certificates which matured
during the year.

Outstanding mortgage bonds in the hands of the public
were reduced $5 million by purchase of Series ““R” bonds
which mature January 1, 1961. A total amount of $16.7
million was outstanding on December 31, 1959 out of an
original issue of $25 million sold in 1946.

In 1959 depreciation charges (included in maintenance
expenses) were more than sufficient to cover down pay-
ments on new equipment acquired during the year, as
well as the annual principal payments on existing equip-
ment trusts.

1959

Depreciation Charges..............................$14,126,804
Cash Down Payments on

New Equipment (20% of cost)...$2,148,108
Principal Payments on Equipment

Trusts. ... 7,808,318

Total Payments.................................. 9,956,426
Excess of Depreciation over Payments...........$ 4,170,378

Great Northern received $6.2 million in dividends, the
same as in 1958, from the Chicago, Burlington & Quincy
Railroad Company. Of the outstanding capital stock of
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A 75-car, 900-ton trainload of continuous rail,
welded at Fargo and moved 1,200 miles to
Spokane in early 1959, was believed to be the longest

18

and heaviest of its kind ever handled this distance.

this major mid-western railroad, 97.29] is owned in
equal proportions by Great Northern and Northern
Pacific.

The Spokane, Portland and Seattle Railway Company,
owned 509, each by Great Northern and Northern
Pacific, had a successful year, as lumber and grain ship-
ments were at high levels. Net income more than doubled
and reached the pre-recession levels of 1955-1956. Great
Northern received $1.1 million in mortgage bond interest
and, in addition, the subsidiary repurchased $1.5 million
par value of its mortgage bonds from each of the parent
lines.

The Western Fruit Express Company, wholly-owned
subsidiary of Great Northern, which owns and operates
a fleet of refrigerator cars, reported earnings in 1959 at
approximately the same level as in 1958. Great Northern
received $22,750 in interest and $400,000 as repayment
of an advance made to Western Fruit Express Company
to help finance car construction. For 1960, acquisition
of 200 new insulated box cars has been authorized.

Great Northern’s subsidiary, Glacier Park Company,
which conducts a number of miscellaneous activities
including ownership of the hotels and motels in Glacier
National Park, had a somewhat more successful year
than in 1958. The total number of guests at these
facilities increased 219, and the number arriving by train
was 129, higher than in the previous year. In June
1960 the annual Governors” Conference, attended by the
governors or their representatives from all fifty of the
states, will meet at Many Glacier Hotel. This annual
meeting will also mark the fiftieth anniversary of the
establishment of Glacier National Park.

Other divisions of the Glacier Park Company manage
timber lands, operate a tie treating plant and own lands
for future development. In southern Alberta, Canada
8,700 acres of land are under lease to a major oil com-
pany. A portion of the area is considered a quite likely
prospect for natural gas development as soon as market-
ing facilities are available.

Reference has been made in the reports of prior years
to the joint study which was made to determine the
economic advantages and whether it would be in the
public interest to merge the Great Northern and Northern
Pacific into a single system with their jointly controlled
affiliates, Chicago, Burlington & Quincy Railroad Com-
pany, and Spokane, Portland and Seattle Railway Com-
pany. Negotiations to determine terms of exchange which
would be fair to the stockholders of both Great Northern
and Northern Pacific continued throughout 1959. It is
regretted that progress has been slow, but the problems

involved are complex. Tangible results are hoped for in
1960 since, in addition to the long-standing joint interests
of the lines, the opportunities for economies and improved
service make consolidation very desirable.

No major legislation helpful to the railroads was en-
acted by Congress in 1959. While a law was passed to
reduce to 59, effective July 1, 1960, the 109/, Federal
tax on passenger fares, President Eisenhower in his 1960
budget message recommended that this reduction be
postponed until 1961. Notwithstanding this recommenda-
tion, it is hoped that Congress will either repeal this
unfair World War II tax or at least permit the reduction
enacted last year to become effective July 1, 1960.

Over the opposition of the railroad industry, Congress
in 1959 enacted legislation increasing railroad retirement
and unemployment benefits and stepping up the tax rate
and the tax base on both the carriers and their employes.
This legislation placed an immediate additional tax
burden of approximately $120 million annually on the
railroad industry. The additional annual cost to Great
Northern is $2,200,000.

Congress, so far, has failed to enact vitally needed
legislation which would permit realistic policies govern-
ing depreciation of railroad plant and equipment, impose
adequate user charges for the use of publicly provided
transportation facilities, and repeal or extend to the



railroads the law which now permits agricultural com-
modities to be transported by motor carrier without
regulation. The railroad industry will continue to urge
Congress to enact this much needed legislation.

In 1959 the North Dakota legislature repealed a 1919
law which has required railroads to add an extra brake-
man to freight trains of over forty cars operating in
North Dakota. Elimination of this surplus crew member
will eventually save the North Dakota railroads approxi-
mately $1 million annually. These savings have not yet
been realized because the effective date of the repeal has
been deferred pending action by the voters at the Novem-
ber 1960 election under North Dakota referendum pro-
cedure.

In the 1958 and earlier reports, the Spokane Gateway
case, the Divisions cases, the Grain case, the Riss case
and the antitrust cases commenced by the non-scheduled
airlines were mentioned.

The Spokane Gateway case initiated by the Milwaukee
Railroad in an effort to obtain a larger share of traffic to
and from the Spokane, Portland and Seattle Railway,
decided favorably for the Great Northern by the Inter-
state Commerce Commission, is now awaiting decision
by the Federal District Court on the Milwaukee Rail-

Management in the railroad industry is currently ne-
gotiating on a nationwide scale with most of the organi-
zations representing employes with respect to both wages
and changes in working rules. The three-year moratorium
on changes in the agreements expired on November 1,
1959 and employes continue to work under existing rules
until new ones are negotiated. Of particular importance
to the industry, and to employes as well since the future
security of their jobs is at stake, is the need for revision
of some of the working rules which were negotiated
many years ago but have since become obsolete under
present-day conditions.

Meanwhile the traditional loyalty and efficient per-
formance of duty by officers and employes during the
past year can be depended upon to progress further the
position of the company in 1960.

Scholarships were awarded to three sons of Great
Northern employes to begin four years of study at
colleges of their choice. These scholarships, which pay

road’s attempt to overturn the Commission. The case
was argued in February 1960.

The testimony has been completed in the Transcon-
tinental Divisions case. A proposed report by the Inter-
state Commerce Commission examiners is not expected
until late 1960 at the earliest. The record has been
closed in the case brought by the Southeastern interests
for reductions and a change in the grain rate structure.
A proposed report by the Commission’s examiner is not
expected before late 1960.

The Riss case, in which a trucking firm seeks damages
under the antitrust laws against 85 railroads, including
the Great Northern, went to trial before a Federal Court
and jury in January 1960. The cases brought by the
non-scheduled airlines against numerous railroads, in-
cluding the Great Northern, have been referred by the
Federal Court to the Interstate Commerce Commission
where they are now pending. The Commission will con-
sider the question of railroad antitrust immunity.

The action commenced against 45 railroads, including
the Great Northern, in which it was alleged that the
railroads maliciously opposed a motor carrier applica-
tion petition, mentioned in the 1958 report, was dismissed
by the Federal District Court in 1959. An appeal has
been filed.

$750 per year, were won by Jerry K. Larson of Willmar,
Minnesota, who is attending Macalester College; Gary
L. McFarlen of Stanley, North Dakota, now attending
the University of North Dakota; and Thomas P.
Schwartzbauer of St. Paul, Minnesota, now attending
the University of Notre Dame. The college records of
these and some of the earlier winners of the awards,
which have now been given for four years, are outstanding.

Great Northern continued its excellent safety record
in 1959. There were no fatalities or serious injury to
passengers traveling on trains.

The railway’s continuing safety program with em-
ployes, which stresses education and elimination of haz-
ardous working conditions, resulted in one of the better
annual records. The ratio of only 2.88 injuries to em-
ployes per million man hours, while slightly higher than
in 1958, earned for Great Northern high ranking among
all large and medium size railroads of the country.
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BALANCE AT BEGINNING OF YEAR

GREAT NORTHERN

SOURCES OF WORKING CAPITAL:

Depreciation, amortization and retirements (non-cash charges to income). . .
Investments and property—Net
Other (Net)

APPLICATION OF WORKING CAPITAL:

Additions and betterments, transportation property....................
Miscellaneous non-operating property

Less: Proceeds from equipment financing

Dividends on capital stock. . . .
Retirement of debt

OPERATING
REVENUES

8

3

=

INDEX NUMBERS

%0

|
!
i
!

195 S 52 53 M 55 % 57

The expanding economy of the
Northwest has resulted in greater
traffic growth for Great Northern
than for the railroad industry as a
whole.

1947-49=100

58 1959

% NET INCOME
TO OPERATING REVENUE
150

s
5

PER CENT

o
=3

25

0 |

1950 51 52 53 54 55 5% 57 58 1959

In spite of rising post-war costs,
Great Northern’'s modern facilities
and favorable location have resulted
in a higher percentage of revenue
being carried through to net income.

1959 Class 1 Railroad statistics are preliminary figures.
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% WAGES OF
OPERATING REVENUES

60

RAILWAY COMPANY
Changes in Working Capital, January 1 to December 31, 1959

$26,558,273
337,383
$26,895,656
14,610,044
3,138,005
469,595

$ 68,056,900

45,113,300

.$20,411,873

238,074
$20,649,947
8,080,792
$12,569,155
18,310,154
13,192,459

$113,170,200

44,071,768

-
&=

-

/\LQL'/\

PER CENT
~

40

0

1950 51 52 53 M4

55

56

§7 58 1959

Wages are the largést single operat-

ing cost.

Great Northern has con-

sistently held the percentage of
wages to operating revenues below

that of the industry.

GREAT NORTHERN RY.

ALL CLASS 1 R.R.U.S.

$ 69,098,432

Total funded debt h
ing and in 1959 re;
level in many yee
earning power fixed
was well above tha
industry.

$ 1,041,532
TIMES | XED
CHARGES \RNED
6
5
4
3
2
1
0
195 S1 52 5 & 5 % 57 581959

Jeen decreas-
ed the lowest
With stable
irge coverage
f the railroad
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Statement of Income and Retained Income

YEAR ENDED DECEMBER 31, 1959 WITH COMPARATIVE FIGURES FOR 1958

OPERATING REVENUES:

OPERATING EXPENSES:
Transportation. ... ... uuute ettt e
Maintenance of way and StruCtures. . ............c.oeueeeeeeennnnnnnn.

Maintenance of eqUIPMENt. . .. . ...t iiie et
ERAHHC +c 5 615 555 w5 AT ama om0 5.5 508 6 B 53 0% 5 8 6 5 3 s s oo &

TAXES AND RENTS:

Federal income tax (note 3) less adjustment of prior years’ provisions
of $2,100,000 in 1959 and $1,900,000in 1958 .....................

Payroll and other taxes. . ..........ccoviiiiiiiiiiininneeennnnennn
Equipment and joint facility rents—net. ............................

Total taxesand rents. . .........ooiiiiinnnnnneeann..

NET RAILWAY OPERATING INCOME . .« ottt et ee ettt e et e eeeeeennss

OTHER INCOME:

TORAL ;s 56 w0 65 50 55 s swmoss6 508 8 & o 86 6u b 66616 508 06 sis s s s

DEebpucrT:
Dividends . . ... oo

Miscellaneous net charges (after related income tax reduction of
$1,375,807 in 1959 and $1,060,434in 1958)...........c.ccc.onnn...

TOtAL. . v ceeereennnasosee o oisne s onseosssnss o me e

See accompanying notes to financial statements.

1959

$226,518,812
20,770,803
7,269,915
254,559,530

90,413,374
40,217,779
47,548,657
6,704,183
12,224,508
197,108,501
57,451,029

7,762,426
22,099,460
3,378,715
33,240,601
24,210,428

6,338,014
2,946,514
1,477,385

34,972,341
8,414,068

26,558,273
361,839,009
388,397,282

18,310,154

1,269,975
19,580,129
$368,817,153

1958

$223,951,523
20,025,749
7,694,232
251,671,504

88,208,545
38,747,864
45,225,542
6,434,221
12,238,672
190,854,844
60,816,660

11,406,780
20,980,158

2,606,412
34,993,350
25,823,310

6,405,789
2,371,650
1,312,801

35,913,550
8,335,752

27,577,798
353,717,253
381,295,051

18,250,025

1,206,017
19,456,042
$361,839,009
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DECEMBER 31, 1959 WITH »

ASSETS 1959
CURRENT ASSETS:
Cash and temporary cash investments. .............coviiiiiiniennnnennnnn. $ 63,456,922
Accounts receivable. . . ......ciiiiiiiiiiii it it ittt it 16,620,929
Material and SUPPHES, BEICOSE. o . «iv v 50518 056w ove wvm s s w w0 26 0506 10 016 78 050 856 i & 24,125,822
Other CUrrent ASSEIS: v o .s ¢ 55555 55 5.6 5.9 5% 5 58 515 0 918 555 815 8 5 8 9 85 8.6, 518 b 9.6 516 9.8 » 722,544
104,926,217
CAPITAL AND OTHER SPECIAL FUNDS. . .t s v ettt eteeeeeseensenennenneneenennnns 10,293,855
INVESTMENTS, AT OR BELOW COST:
Affiliated COMPANIES . . ...t e 171,070,990
Othet CODPANIES - i 5w o 500 1515 w15 166 158 3916, 945 5080 308 558 513 50 e 19181088 915 100056 5.0 8153 o 60 9 876,610
Reserve for adjustment of SECUIIEIES «.c .« v v s svissvsronissvassvosesas omss o Cr. 6,318,353
Total INVESEMENTS . . .\ vttt e et et e e e e e e e et 165,629,247
PROPERTIES (note 1):
Road and roadway structures, €tC.. . .......coviiiiiiiniernneenneenneennnns 552,825,040
EqQUIPMENt . . .ot e 312,615,986
Acquisition adjustment and donations and grants. . ........................ Cr. 10,639,883
Total transportation Property . .......ooeeeuuvneeennnneeennnnnnns 854,801,143
Less allowances for depreciation and amortization.......................... 207,376,590
Net transportation property. ... ....ooeeeeeeeeeeeeeeeeeenennnnns 647,424,553
Non-operating property, less depreciation. ... ........coviiiiiieeneeena... 12,710,746
INGE: PEODEILIEE : = 5155 5556 555 5558 508 5088057 0w, BT (i B ey &0 e S B 18 s g 660,135,299
OTHER ASSETS AND DEFERRED CHARGES. . . . . vt vtteet ettt e et eeee et eeeeeennnn 9,007,617
Total @SSELS . . . o vttt e $949,992,235

1958

$ 66,222,669
16,200,567
23,711,513

593,602
106,728,351

13,901,527

171,743,654
876,379

Cr. 6,318,353
166,301,680

548,669,919
304,891,959
Cr. 9,971,580
843,590,298

197,468,273
646,122,025

12,555,436
658,677,461

9,098,440

$954,707,459



( Balance Sheet

COMPARATIVE FIGURES FOR 1958

LIABILITIES AND SHAREHOLDERS’ EQUITY 1959

CURRENT LIABILITIES :
Accounts payable . . ... ... $ 10,766,768

Accrued payroll. ... ...ttt e e e e i 5,264,387
ACCTURH TAXCE . 5 5.6 o 5 5 wm umsvm oo 515,505 3 R R S s S G S sl 378 5,50 815 P8 B e 5053 14,705,960
Othericurrent Habilities.... c...o5 mares tisies sl ks Boeretals ohas S1ars ek s 6is i@ Bravars st s s & ¢ 5,090,669
35,827,784

DEBE DUE WITHIN ONE YEAR (TIOLE 2) 5 & x o vivis v sissioi « 515018 o 51 arsrs 5 3o #7958 916 308 96,306 % 0.8 7,702,511

LONG-TERM DEBT:

General mortgage gold bonds (2149, to 59%):
$16,681,000 due in 1961, $14,154,900 in 1973, $14,508,000 in 1976,
$40,000,000 in 1982, $37,500,000 in 1990, $37,500,000 in 2000, and
$35,000,000 in 2010 at December 31, 1959. . ...... ..., 195,343,900

Equipment obligations (29, to 414 9,):
$7,961,318 due in each of years 1961, 1962 and 1963, $7,113,319 in 1964,
$6,418,000 in 1965, $5,118,000 in 1966, $3,630,000 in 1967, $3,346,000
in 1968, $2,893,000 in 1969, $2,132,000 in 1970, $1,912,000 in 1971,
$1,554,000 in 1972, $896,000 in 1973, and $153,000 in 1974 at

December 31, 1959 . . . i e 59,049,273
Miscellaneous obligations. . . .. ...uuii i i e —

Total long-term debt. . < s 5o o saminione s ae 3656055 55 o 510 51 56 254,393,173

RESERVES FOR VACATION PAY, INSURANCE, ETC. (NOt€ 2). .. .\ viriineinennnnnnnn 11,029,499

OTHER, LIABILITIES AND: DEFERRED CREDITS: o o v vv 6 36 s's 406 550 50 e o6 sl 816 65 ot 556 0,6 1018 /s 978,944

Total HADIIIIES: .o 5.5 555 oui suo ot 510 516 5bes 518 506 508 55 55 5 5.5 555 w0k ook 5 900 506 309,931,911

SHAREHOLDERS" EQUITY :
Common stock without par value. Authorized 7,500,000 shares;
issued 6,208,957 shares at stated value., ... .. civivevevicscessnonanassses 274,028,150

Less treasury stock 108,086 shares and 112,767 shares at respective dates, of
which 86,714 shares and 94,305 shares were reserved for officer and

employe options at prices ranging from approximately $24 to $58........ 4,907,954
Common stock outstanding . « . « oo s ew s esn inesse s ss s sasoess 269,120,196

Capital SUTPIUS.. . v o o ww ww ove mn e sidbagers 518 s g0 S8 mragdss 95,8 915 Fib fud 3eb Fub 5ok B 8 2,122,975
Retained income, including $1,375,000 appropriated for sinking funds......... 368,817,153
Total shareholders’ equity . « «sss sis s s a6 @ s @ s sm i sis o0 o8 iats 2o 640,060,324

Total liabilities and shareholders’ equity.................oooionn. $949,992,235

See accompanying notes to financial statements.

1958

§ 10,122,077
5,011,688
18,302,649

5,235,037
38,671,451

7,855,896

200,361,900

62,289,591
195,193

262,846,684
10,789,802

1,289,907
321,453,740

274,028,150

5,114,441
268,913,709

2,501,001
361,839,009
633,253,719

$954,707,459



24

Notes to Financial Statements

December 31, 1959

1. The road and equipment property is stated at original
cost plus additions and betterments, less retirements and
depreciation. Consistent with the practice generally followed
by Class 1 Railroads, the Company has not provided for
depreciation prior to 1943 of road property held at that date.

2. In accordance with accounting prescribed by the Inter-
state Commerce Commission, reserves of approximately
$7,500,000 payable in 1960 and debt due within one year
are not included in current liabilities.

3. In determining the estimated Federal income tax liability
for 1959, the Company deducted approximately $6,300,000
from income for amortization of emergency facilities and
accelerated depreciation in excess of recorded depreciation.
This reduced the 1959 Federal income tax provision by
approximately $3,300,000. The corresponding aggregate re-

duction in Federal income taxes for the years 1950-9
amounted to $28,500,000.

4. The Company was liable as guarantor of certain obli-
gations of affiliated companies amounting to approximately
$15,700,000 at December 31, 1959. At that date unfunded
past service pension costs which are being funded over a
period of 30 years from January 1, 1953 amounted to
approximately $12,000,000.

5. Investments in affiliated companies include $109,504,385
pledged under general gold bond mortgage and $20,000,000
restricted as to disposition under escrow agreement.

The Company’s equity in the retained income since acqui-
sition of unconsolidated subsidiaries at December 31, 1959
(as shown by their unaudited financial statements) amounted
to $11,141,809 of which $591,434 represents 1959 undis-
tributed net retained income.

PEaT, MARWICK, MITCHELL & Co.
CERTIFIED PUBLIC ACCOUNTANTS
FIRST NATIONAL BANK BUILDING

ST. PAUL 1, MINNESOTA

Accountants’ Report

THE BOARD OF DIRECTORS
GREAT NORTHERN RAILWAY COMPANY:

We have examined the balance sheet of Great
Northern Railway Company as of December 31, 1959,
and the related statement of income and retained income
for the year then ended. Our examination was made
in accordance with generally accepted auditing
standards, and accordingly included such tests of the
accounting records and such other auditing procedures
as we considered necessary in the circumstances.

St. Paul, Minnesota
February 12, 1960

In our opinion, the accompanying balance sheet and
statement of income and retained income present fairly
the financial position of Great Northern Railway
Company at December 31, 1959 and the results of its
operations for the year then ended, in conformity with
principles of accounting prescribed or authorized by
the Interstate Commerce Commission applied on a
basis consistent with that of the preceding year.

A supplementary report containing additional operating and financial statistics may be obtained upon request to the Secretary of the Company at St. Paul 1, Minnesota.
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...and in closing

Some of every year’s mail from share-
holders concerns their use of the com-
pany’s passenger and freight services.
It’s happy mail, for it means that Great
Northern’s “product’ has been sampled
by those who have a tangible interest in
the railway and its welfare.

We're sure that many more share-
holders than we’ll ever know about have
traveled on the Empire Builder since
this renowned train went into service
between Chicago and the Pacific North-
west in 1929. We're just as sure that
nowhere in the world is there a better
passenger train than today’s Empire
Builder, leader of a fleet of Great North-
ern streamliners serving the railway’s
territory, and all deserving consideration
of those traveling our way.

Now and then we're told by share-
owners that they regularly specify Great
Northern services for their freight ship-
ments, or have recommended our trans-
portation system for others’ goods mov-
ing into or out of the railway’s territory.
Busy box cars enable us to do a better
job for our company’s owners. We wel-
come all the help we can get in keeping
our freight cars rolling with pay loads.

One of the best ways we know for
making Great Northern owners happy
is by filling empty spaces along the rail-
way—with new industries that require
our transportation services. Scores of
new manufacturing and distributing
plants, and other worthwhile businesses,
are being established every year along
your railway. There’s room for more,
and we’ll be pleased to talk with anyone
interested in these opportunities.



GREAT NORTHERN RAILWAY, SAINT PAUL, MINNESOTA




