ANNUAL
REPORT




TABLE OF CONTENTS

Page

Directors and Officers - - - - - - 1
Highlights = = ociic ol G0 D
President’s Letter - - - - - - - - 3
Traffic and Revenues- - - - - - - 4
Industrial Development - - - - - - §
Agriculture - - - - - - - - - - 7
Railway Expenses- - - - - - - - 8
Additions and Improvements - - - - 9
Other Operations and Income - - - - 11
Oil Development - - - - - - - 11
Timber- - - - - - - - - - - 13
Minerals - - - - - - - - - - 13
Affiliated and Subsidiary Companies 15
Matters of Interest - - - - - - - 16
Merger- - - - - - - - - - - 16
Federal Legislation - - - - - - 16
Litigation - - - - - - - - - - 16
Corporate and Financial - - - - - 17
Taxes - - - - - . - - = 7

Traffic Representatives - Inside Back Co

@

Northern Pacific Railway Company
Statements of Income and Retained

Inconie '~ s fiesi m e abee L o
Balance Sheet = s - = o &
Long Term Debt - - - - -

Investment in Affiliated Companies
C. B. & Q. Income Account - - -
S. P. & S. Income Account - - -

ver

19

20-21

22
23
24
24

The building of a northern transcontinental rail
line, to follow closely the route blazed by Lewis
and Clark, had been advocated as early as 1834.
But it was not until 30 years later, when the na-
tion was still divided in the strife of the great
Civil War, that Congress enacted a law to author-
ize the project. President Abraham Lincoln ap-
proved this act and signed the Northern Pacific
Railroad charter on July 2, 1864. Construction
of the main line began in 1870 and progressed
rapidly for three years. Work was suspended dur-
ing five years of Indian wars, financial crises and
unforeseen engineering difficulties. Last spike
ceremonies, marking completion of the first north-
ern transcontinental rail link were held September
8, 1883. Within seven years of that date, the entire
tier of nmorthwestern territories had gained suf-
ficient population to enter the Union as states.

THE NORTHERN PACIFIC
TRADEMARK

The origin and design of Northern Pacific’s
trademark, shown on the cover of this report, may
be of interest to our stockholders. The central
portion of the trademark, called The Monad,
is a symbol of ancient oriental origin and the
ideas it represents date back more than 5,000
years. According to Chinese philosophy the two
comma-shaped halves represent the Yang and Yin,
which in turn represent light and darkness, force
and matter, heaven and earth, male and female.

The Monad was of such interest to Northern
Pacific officials that it was adopted as a part of
the company’s trademark design in 1893. Today,
after nearly three quarters of a century, it re-
mains a sign of good rail transportation. The
Company publishes a small booklet, “The Story
of the Monad” which explains more in detail the
origin and meaning of this ancient symbol. If you
are interested, a copy will be mailed to you on
request to the Advertising and Publicity Depart-
ment, Northern Pacific Railway, St. Paul, Minn.
55101.
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HIGHLIGHTS

For The Past Five Years

(In Thousands of Dollars) 1963 1962 1961 1960 1959
Railway Revenues..................... $ 204,472 $ 198,679 $ 188,416 $ 197,995 $ 206,665
Railway Expenses. .................... 190,216 186,608 179,753 185,287 184,094
Other Income ... ..................... 21,736 18,290 19,701 20,277 20,567
Fixed Charges. ....................... 11,074 11,283 11,380 11,434 11,166
Federal Income Taxes.................. 326 ( 1,222) 671 3,004 8,191
Nt IBCOMIE: 515 25 5.0 it Toss 650 mimi om0 5085 $ 24,592 $ 20,300 $ 16,313 $ 18,547 $ 23,781

Net Income Per Share. .............. $ 4.09 $  3.39 $ 2.12 $ 3.10 $ 3.97
Dividends Paid....................... $ 14,106 $ 13,191 $ 13,184 $ 13,171 $ 11,960

Dividends Paid Per Share............ $ 2.35 $ 220 $ 2.20 $ 2.20 $ 2.00
Number of Shares. .................... 6,009,373 5,995,550 5,993,233 5,989,529 5,985,591
Number of Shareholders................ 33,801 33,586 31,905 33,072 31,067
Operating Ration . : =5 ai ssisenssnvanimss 84.98 86.02 86.60 84.54 79.75
Times Fixed Charges Earned............ 3.22 2.80 2.43 2.62 3.13
Taxes Per Share....................... $ 2.94 $ 2.65 $ 2.92 $ 3.37 $ 4.26
Working Capital in Thousands.......... $ 67,505 $ 58,847 $ 61,570 $ 61,583 $ 65,890
Average Number of Employees.......... 15,852 15,931 16,043 17,188 17,884
Total Payroll in Thoygands............. $ 102,390 $ 100,952 $ 99,203 $ 103,819 $ 105,571

(...) Credit.
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See Notes to Financial Statements on pages 20 and 21.

The year 1963 was a prosperous one for Northern
Pacific with net income rising to a 20-year high of
$24,592,000, equivalent to $4.09 per share. This
is an increase of 21.14% over the $20,300,000 — $3.39
per share — reported for 1962.

Cash dividends of $2.35 per share — four at the
regular quarterly rate of 55¢ plus a 15¢ extra—were
paid during the year.

The regular rate was increased from 55¢ to 60¢
per share and a 10¢ extra declared on December 12,
1963, both payable January 31, 1964. This increase in
the regular rate follows a similar increase of 50¢ to
55¢ per share which became effective with the Jan-
uary payment in 1960.

Rail and non-rail operations both contributed to
the favorable results achieved last year.

Freight revenue of $160,837,000, up $7,199,000 or
4.69% over 1962, was the highest since 1959. Better
than average agricultural production in Northern
Pacific territory for the second consecutive year was
reflected in a heavy outbound movement of grain
and inbound Manufactures & Miscellaneous items.
In addition, revenue from the transportation of
Products of Forests was up for the third consecutive
year and approximated the record level established
in 1959.

Passenger revenue was down $1,379,000 or 17.59%.
A sharp decline was expected following heavy pas-
senger travel to the Seattle World’s Fair in 1962.

The increase of $5,793,000 in total railway reve-
nues was, in part, reinvested in the property through
an increase of $3,335,000 in maintenance of way and
structures expenses. Other items of operating ex-
pense did not vary materially from those of 1962.
Transportation expenses in particular — those cover-
ing the cost of handling traffic at stations, in yards
and over the road — were down in 1963 in spite of
a larger volume of business.

Net other income before income taxes derived from
non-rail operations reported on Page 19 was $21,-
736,000 for 1963 as against $18,290,000 for the year
1962. The increase of $3,446,000 was due largely to
revenue and expense changes in the Oil Develop-
ment Department explained on Page 11, higher
timber revenues and a reduction in property retire-
ments which were heavy in 1962.

THE PRESIDENT’'S LETTER

There have been no significant developments in
the merger proceedings during the past year. The
next step is the filing of a proposed report and order
by the Interstate Commerce Commission Hearing
Examiner. A brief statement for the information of
new stockholders appears on Page 16. )

On March 28, 1963, the Interstate Commerce Com-
mission issued an order prescribing higher divisions
of joint through rates for Eastern and Mid-western
Lines with a corresponding reduction for Western
Lines effective July 1, 1963. This order, which has
been appealed to the United States District Court, is
discussed on Page 16 under litigation.

The arbitration board appointed pursuant to Con-
gressional Legislation to arbitrate the two major
issues of the dispute between the railroads and the
five operating unions — firemen’s jobs and crew
consist — issued its award on November 26, 1963.
Among other things, the award provided for the
gradual elimination of 90% of the jobs of firemen on
road freight and yard diesel locomotives with liberal
protection for present employees. Further details
and events leading up to the date of this report are
covered on Page 8 under Work Rules.

Preliminary estimates for 1963 indicate that the
railroad industry for the second consecutive year has
recovered an increasing share of the intercity traffic
previously lost to competing modes of transportation.
This apparent reversal of the downward trend, the
prospect for constructive transportation legislation
by the Congress and the modernization of labor work
rules adds up to a promising outlook for the industry.

We enter 1964 with prospects for a favorable year
of operation. Financial position is strong and car-
loadings are running above 1963. Earnings for the
early months of the year will benefit from the ex-
port of wheat to Russia, a movement in which North-
ern Pacific will participate. Results for the balance
of the year will depend upon the level of agricultural
production in our territory which cannot be pre-
dicted at this time because of the uncertainty of
weather conditions during the critical growing sea-
son. We look forward to a relatively prosperous year
with earnings sufficient to support the continuation
of a property improvement program at 1963 levels.

I join with the Board of Directors in expressing
appreciation to our stockholders and customers for
their continuing support and confidence, and to the
men and women of Northern Pacific whose efforts
have made possible the favorable results achieved in

1963.

PRESIDENT

St. Paul, Minnesota, February 21, 1964



TRAFFIC AND — .

REVENUES

Total railway revenues of $204,472,000 in 1963
were $5,793,000 or 2.92% above the $198,679,000 for
1962.

Freight Revenue of $160,837,000 for the year
1963 was $7,199,000 or 4.69% above the 1962 level
of $153,638,000. The improvement over 1962 would
have shown a further increase of $1,600,000 had this
amount not been deducted from freight revenue dur-
ing the last six months of the year, in connection
with the Interstate Commerce Commission decision
in the Transcontinental Divisions Cases discussed on
Page 16. The following graph shows the source of
Northern Pacific 1963 freight revenue along with
comparisons for the year 1962. These figures are
before adjustment for pickup and delivery service,
assumed switching and other charges.

Products of Agriculture, Products of Forests, and
Manufactures & Miscellaneous items provide, in the
aggregate, 85% to 90% of Northern Pacific annual
freight revenue. Revenue from these primary
sources was up in 1963 in varying amounts largely

because of the rising economy in our territory cre-
ated by two consecutive years of above-average ag-
ricultural production.

The movement of grain was particularly heavy
throughout the year. During the first half of the
year there was a heavy volume moved from interior
locations to terminal position. This movement con-
tinued during the balance of the year because of the
stimulus provided by the rising price of cash grain,
the prospects of sale of wheat to Russia, and the
lower seasonal grain rates which became effective
November 1, 1963.

Manufactures & Miscellaneous items, accounting
for 38.43% of 1963 freight revenue, were up 2.84%
over 1962. The largest gain was in automobiles mov-
ing by multi-level rack and by trailers on flatcars.
This traffic produced revenue of $4,196,000 in 1963,
up 30.1% or $972,000 over 1962. Additional bi-level
and tri-level equipment is being acquired to provide
for the anticipated increase in this type of movement.

The movement of Forest Products produced
$47,349,000 of freight revenue in 1963 which ap-
proximates the record high of $48,538,000 in 1959.
The increase of 3.19% or $1,464,000 over 1962 was
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due to a continuing high level of demand for lumber
and related items, higher revenue per car as a result
of heavier loading at incentive rates and a relatively
better car supply in 1963 compared to 1962—a year
of critical shortage of wide-door box cars.

Trailer-On-Flatcar traffic continues in a rising
trend with an increase of 17.5% in trailer loads and a
22.5% increase in tonnage handled in 1963 over the
preceding year. Equipment added to the TOFC fleet
in 1963 included 35 refrigerated and 10 flatbed trail-
ers.

Faster Freight Service—The most significant
step in Northern Pacific’s continuing program of im-
proving service to shippers was taken on October
27, 1963, with a 24-hour reduction in delivery time at
western terminals. Delivery of freight out of Chicago
destined for Seattle, Tacoma, Portland and other
West Coast cities is now being made in 60% hours.
This closely approximates the 58 hour and 50 min-
utes time of the ‘“Mainstreeter,” one of Northern
Pacific’s transcontinental passenger trains operating
between Chicago and Seattle. A similar reduction in
delivery time for eastbound service became effective
February 3, 1964.

Freight Rates—The control of costs is a matter
of major concern to all business. One of the many
items of cost is the price of transportation. The buyer
of transportation will select the lowest cost service
that will meet his requirements. At the same time,
the seller of transportation will price the service at
a level which will attract sufficient volume to return
a profit. One of the major activities of the Traffic De-
partment is a continuing review of freight rates and
the volume of traffic that is moving at these rates.
Where volume and resulting profit can be increased
by reducing the rate, an appropriate adjustment is
made. ‘

While many rate adjustments were made in 1963,
there were two of particular interest. A seasonal re-
duction in grain rates was made on grain moving from
North Dakota to Minneapolis-St. Paul and Duluth-
Superior during the period November 1 to May
31. This adjustment was made in order to reduce the
peak demand during the harvest period, a time when
box car shortages frequently occur resulting in large
tonnages of grain being moved by truck. The lower
rates in effect through the winter and spring provide
an incentive to ship during this period when equip-
ment is more readily available. As a result, grain
moving by rail is expected to increase.

Efforts are being made to place midwest wheat
and corn at West Coast ports at a competitive price

Three trailer loads of Montana timber products are
moved out from a loading ramp to contribute to
Northern Pacific’s 46,000-ton increase in Trailer-on-
Flat-Car traffic in 1963, the largest of nine consecu-
tive increases since the service was inaugurated in
1954. The 22.5 per cent advance was higher than that
for the railroad industry as a whole.

which would be attractive to Japanese importers. A
step in this direction was made in December, when
a special export rate on corn was placed in effect. It
is expected that substantial tonnages will move to
the West Coast under this rate.

Passenger Revenue of $6,461,000 for 1963 was
down $1,379,000 or 17.59% from 1962. A sharp de-
cline was anticipated after revenue reached a 16
year high in 1962 because of heavy passenger travel
to the Seattle World’s Fair.

A growing interest in the New York World’s Fair,
which is general throughout our territory, should
be reflected in higher passenger revenues in 1964
and 1965.

Industrial Development—As newly estab-
lished industries and expansion of existing industries
produced additional traffic for Northern Pacific dur-
ing 1963, the Company continued to acquire property
at strategic points for future development. Of partic-
ular importance was the addition of a 49-acre tract
at Kent, Washington, making a total of 242 acres in
this development which was opened in November
1963 as the Norpac Industrial District. This new
district will eventually represent an investment of
more than $1 million by Northern Pacific. Tradewell
Stores, Inc., major wholesale grocery distributor in
Washington and Oregon, will be the first tenant and



The new Douglas concentrating mill of Montana Phosphate Products Company
will supply more than 300,000 tons of raw material a year for the manufacture
of fertilizers. At the top of the picture are the gracefully curving rails of a new
5.2-mile spur, which will carry covered hopper cars loaded with concentrated
phosphatic ore to a connection with Northern Pacific main line trains.

will construct a $2.5 million general office and dis-
tribution center on an 8-acre site.

During the past year, 133 new industries were es-
tablished adjacent to Northern Pacific trackage and
35 were removed for a net increase of 98. A total of
59 traffic producing industries spent more than
$100,000 each in plant location or expansion in 1963.

A significant development in 1963 was the location
of a new sugar plant in the Red River Valley. Amer-

ican Crystal Sugar has under construction an $18
million plant on an 826-acre site just north of Dray-
ton, North Dakota. This plant, which is scheduled for
completion in the Fall of 1965, will be an important
source of traffic since it will be served exclusively
by Northern Pacific. It is estimated that the inbound
movement of sugar beets, coal and lime rock, and the
outbound movement of finished sugar, molasses and
beet pulp for livestock feed will increase Northern
Pacific freight revenues by approximately $1 million
annually.

During 1963, Montana Phosphate Products Com-
pany began the construction .of a $6 million mining
and milling project on the Philipsburg branch of
the Northern Pacific, about 60 miles northwest of
Butte, Montana. Phosphate rock will be reduced
to a concentrate amounting to 300,000 tons annually
which will be hauled by Northern Pacific to Trail,
British Columbia for further processing into fer-
tilizer by the Consolidated Mining and Smelting
Company of Canada, Ltd. Northern Pacific has ac-
quired 120 100-ton covered hopper cars which will
be assigned to this movement. It is expected that the
output of this plant will add approximately $1 mil-
lion annually to Northern Pacific freight revenue.

A string of giant 100-ton covered hopper cars, part
of a purchase of 120, roll through Northern Pacific’s
Northtown yard mear the Twin Cities, enroute to
Montana, where they will be placed in continuous
service hauling ore for Montana Phosphate Products
Company to a British Columbia fertilizer plant.

The method of distributing bulk cement in North-
ern Pacific territory is undergoing change. Cement
manufacturers are now shipping bulk cement by
rail from the point of manufacture to distribution
points where final delivery is made to construction
sites by truck. At Dickinson and Bismarck, North
Dakota, Permanente Cement Company has estab-
lished facilities for the handling and distribution of
bulk cement shipped by rail over Northern Pacific
from its Montana plant located at Helena. Universal
Atlas Cement, a division of United States Steel Cor-
poration, has also set up distribution facilities on
Northern Pacific trackage at Fargo, North Dakota.
The rail haul to Fargo originates at Duluth, Minne-
sota. It is expected that relatively small cement
movements previously made by truck from the point
of manufacture to the job site will now move by rail
as far as these distribution points. As a result, an
increase in the rail movement of cement is antici-
pated.

The electric light and power industry in Northern
Pacific territory is expanding its steam generating
capacity in order to keep abreast of the growing de-
mand for service. Ottertail Power Company is spend-
ing $11 million at Fergus Falls, Minnesota, and Mon-
tana Dakota Utilities Company, $10.5 million at
Mandan, North Dakota, for additions to steam elec-
tric generating plants using lignite coal for fuel. With
the added generating capacity, coal requirements
will increase and, as a result, Northern Pacific

freight revenue will benefit accordingly. Basin Elec-
tric Power Cooperative began construction of a $36
million steam plant in 1963 on the Missouri River
near Stanton, North Dakota. This plant will have a
capacity of 200,000 kw. and is expected to burn ap-
proximately 1,200,000 tons of lignite annually.

Agriculture—For the second consecutive year
growing conditions, with few exceptions, were un-
usually favorable throughout our territory.

Grain production in North Dakota was the largest
in the history of the state in spite of the second small-
est acreage planted to major grains since 1939.

Production for most crops in Montana was up over
1962 with an increase of 15% in wheat — the largest
crop since 1958.

In spite of below normal precipitation during the
growing season in our West End territory, the com-
bined effect of increased acreage, below normal tem-
peratures and satisfactory reserve moisture pro-
duced high yields. Wheat production in the state of
Washington—the third largest on record—was up
14% over 1962.

An increase in the harvested acreage of sugar
beets, plus favorable growing conditions, produced
new records in acre yields and total tonnage. Minne-
sota production was up 49%, North Dakota 24%,
Montana 39% and Washington 12%.

Potato production in the Red River Valley of
North Dakota and Minnesota in 1963 was about the
same as 1962. This was also true for the state of
Washington.

Thus far, the 1963-1964 winter has been open and
mild in Northern Pacific territory. Surface moisture
west of the Continental Divide ranges from satis-
factory to good. East to the Twin Cities top soil mois-
ture and subsoil reserves are short. Moisture re-
ceived since September 1 has been sharply below
normal for this portion of our territory. Precipita-
tion in the form of rain or snow will have to be above




average during the next few months if adequate
moisture is to be provided prior to the start of the
1964 growing season. Irrigated lands in the Colum-
bia Basin are expected to reach a total of 375,000
acres in 1964 — an increase of 11,600 acres over 1963.

RAILWAY EXPENSES

Total railway expenses of $190,216,000 for 1963
were $3,608,000 greater than 1962. The principal
items responsible for this overall increase were
maintenance of way and structures expense, up
$3,335,000, and equipment rents, up $1,000,000. The
variation in other expenses listed by major classifica-
tion in the income account on Page 19 was relatively
small. Transportation expense in particular, which is
the largest single item of operating expense, was
slightly below 1962 in spite of the increased volume
of business handled in 1963.

IN MILLIONS OF DOLLARS

SALARIES AND WAGES

110
15 — — -
100 o
| TOTAL SALARY, WAGES,
' \HEALTH AND WELFARE

90
15

5
195 1955 1956 1957 1958 1959 1960 1961 1%62 1983

Wages— While higher wage rates granted in 1962
were fully reflected in payrolls for the past year,
there was no significant change in rates made during
the year 1963. However, all labor organizations have
served notices requesting an increase in wage rates
in varying amounts as well as health, welfare and
other benefits. These requests are being negotiated
on a national basis.

Careful selection of premium baking potatoes is one
of the few hand operations in the new and highly
automated Baker Produce Company plant at Ken-
newick, Washington. Fast handling and shipping
highlight the Baker operation, but gentle human
hands are used in certain steps of the process to in-
sure against product damage. “Baker Beauties,” such
as those in the picture, are featured on Northern
Pacific dining cars as the “Great Big Baked Potato.”
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Work Rules—In the last Annual Report refer-
ence was made to the dispute between the railroads
and their employees with respect to work rules and
practices. On March 4, 1963, the Supreme Court of
the United States affirmed the judgment of the
United States Court of Appeals for the Seventh Cir-
cuit which upheld the right of the railroads to make
changes in outmoded work rules and practices.

This decision was followed by a series of unsuc-
cessful negotiations pursuant to the Railway Labor
Act. As a result, the President, on April 3, 1963, ap-
pointed Emergency Board No. 154 which, on May
13, 1963, submitted its report and recommendations
for an adjustment of the issues. The railroads again
accepted and the labor organizations rejected this
report as they had the February 26, 1962 report of
the Presidential Railroad Commission.

Confronted with a nation-wide railway strike,
Congress, at the urgent request of President Ken-

nedy, passed Public Law 88-108, effective August
28, 1963, which prohibited such a strike. It author-
ized the creation of a seven-man arbitration board
to pass upon two issues; namely, the need for firemen
in freight service and the size and composition of
train crews. The remaining or secondary issues in-
volving pay structure, interdivisional runs, road and
yard crew work rules, and manning rcquirements
for self-propelled work equipmeut were left for
negotiation between the parties.

On November 26, 1963, the board filed its award
in which it found that firemen were not required in
yard or freight service and directed that no change
be made in the size of train crews except by agree-
ment. Again, the railroads announced their willing-
ness to accept this award; however, the labor organi-
zations involved, appealed the award to the United
States District Court for the District of Columbia
which, on January 8, 1964, upheld the award. On
February 20, 1964, the United States Circuit Court
of Appeals affirmed the order of the District Court.
The labor organizations announced they would ap-
peal this decision to the United States Supreme
Court. '

By the terms of the statute the order of the board
is to become effective for a two-year period com-

This 420-foot tower at View Park, Washing-
ton, near Seattle, and 6-foot parabolic an-
tenna in Portland, Oregon, are part of the
latest addition to Northern Pacific’s advanced
communications complex. A 178-mile tran-
sistorized microwave facility, installed in
1963 between Portland and Seattle, links
these points and other North Pacific Coast
stations to the company’s 2,000-mile trans-
continental dial telephone system, which
originates in the Twin Cities.
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mencing January 25, 1964. In the meantime negotia-
tions have proceeded on the so-called “secondary is-
sues.” Public Law 88-108 prohibits a strike until
February 24, 1964. Thus, if the secondary issues are
not resolved by that date, the labor organizations
will be free to strike.

Four of the states in which the Northern Pacific
operates; namely, North Dakota, Oregon, Washing-
ton and Wisconsin, have statutes which prescribe the
consist of train crews. These statutes, which were
enacted long prior to the technological evolution that
has produced such far-reaching changes in our in-
dustry, require a fireman on all trains. Unless and
until these statutes are either repealed or held un-
constitutional by the courts, your company will be
unable to change the consist of its train crews in
said states.

ADDITIONS
AND IMPROVEMENTS
Gross expenditures charged to capital account for

roadway and equipment for the year 1963 amounted
to $15,672,000 as against $17,386,000 for 1962.




Welders lay out the components of another box car
underframe as mew freight equipment continues to
roll off the assembly line at NP’s modern carbuild-
ing shops at Brainerd, Minnesota. The 460 box cars
built here in 1963 brought to more than 14,000 the
number of various kinds of freight cars assembled
at this plant since its opening in 1946.

Roadway expenditures for 1963 of $5,853,000,
which compares with $4,939,000 in 1962, were the
largest since the 1960 program of $8,054,000.

The laying of 99.1 miles of new rail in 1963 was
substantially in excess of the 30 miles and 35.3 miles
laid in 1961 and 1962, respectively. The 1963 pro-
gram included 87.2 miles of welded rail, bringing the
total of this type of rail in track to 402.1 miles.

The 70-mile segment of Centralized Traffic Control
between Kootenai, Idaho and Spokane, Washington,
commenced in 1962, was completed last year, bring-
ing CTC in service to a total of 415 miles. Additional
CTC covering 12 miles between Billings and Hunt-
ley, Montana, is under construction with completion
scheduled for 1964.
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Equipment expenditures charged to capital ac-
count in 1963 amounted to $9,819,000 as against $12,-
446,000 in 1962. The following new equipment was
placed in service in 1963 at a cost of $8,113,000:

Type Quantity Description

Box Cars 436  50%’ double door, roller bearings

Box Cars 25 50%’single plug doors, roller
bearings, cushion under-
frame

Mechanical

Refrigerator Cars 25 57 load dividers, roller bear-
ings, cushion underframe

Flat Cars 25 53%’ end bulkhead, roller bear-
ings

Covered Hopper Cars 25 2136 cu. ft., roller bearings

Covered Hopper Cars 15 4000 cu. ft., roller bearings

Cabooses 5 Specially Equipped

Auto Racks 34 Tri-level

Auto Racks 9 Bi-level

Baggage Cars 10 73’107, lightweight, roller bear-
ings

In addition, secondhand light-weight passenger
cars consisting of three coaches, three combination
baggage-lounge cars and one Budd Type RDC-3
diesel electric mail-baggage-coach were acquired
during the year. This equipment, with the exception
of the baggage-lounge cars, was rehabilitated and
placed in service at a total cost of approximately
$315,000. The baggage-lounge cars will be con-
verted into day-night coaches as a part of the 1964
program,

Equipment designed to meet the special needs of
Northern Pacific shippers represents a substantial
portion of annual requirements. This and other
equipment, scheduled for 1964 delivery at an esti-
mated cost of $17,797,000 is listed below.

Type Quantity Description

Refrigerator Cars 200 50° insulated, load dividers,
cushion underframe, rol-
ler bearings

Box Cars 300 50%’ double door, roller bearings
Flat Cars 50 53%’end bulkhead, roller bear-
ings

Covered Hopper Cars 120 2604 cu. ft., roller bearings
Covered Hopper Cars 25 4000 cu. ft., roller bearings
Covered Hopper Cars 25 2600 cu. ft., airslide, roller bear-
ings
Hart Selective
Service Cars 200 3400 cu. ft., roller bearings

Mechanical Refrig-

erator Cars 5034’ load dividers, roller bear-

ings, cushion underframe
Auto Racks 10 Bi-level
Auto Racks 10 Tri-level

Diesel Locomotives 15 Road-Switchers, 2500 h.p,
6-motor

OTHER OPERATIONS
AND INCOME

Gross revenues from non-rail operations are listed
by principal source on Page 19 under Other Income.
The total for the year 1963 amounted to $27,525,000
representing an increase of $1,971,000 or 7.71%
over 1962, The improvement was due largely to a
change in accounting methods adopted by the Oil
Development Department during the year and
higher revenue from the sale of timber.

Total expenses of $5,789,000 applicable to non-rail
operations were down $1,475,000 from 1962. The de-
cline was due in part to a drop in oil development
expenses and in part to a reduction in property re-
tirements which were particularly heavy in 1962.
The following review covers the principal non-rail
activities for the year 1963.

OIL DEVELOPMENT

Oil Development accounting procedures were
changed in 1963 and as a result there has been a sig-
nificant impact upon reported earnings as well as
comparisons with prior years.

In the past, accounting has been on a cash basis
by recording revenues when received and ex-
penses when paid. Since Interstate Commerce Com-
mission regulations require that we change to an
accrual basis of recording oil revenues when earned
and expenses when incurred, without regard to the
actual receipt or disbursement of cash, our account-
ing procedures have been changed accordingly.

Gross revenues for 1963 covering 13 months on the
accrual method of accounting were $8,398,000, for
12 months on a cash basis $7,797,000, and $7,964,000
for the year 1962. Expenses for 13 months were
$2,201,000, for 12 months $2,089,000, and $2,761,000
for 1962.

Results for 1963 for the 12-month period are given
in the accompanying table and graph in order that
comparisons with prior years can be readily made
on the same basis.

By reference to the following table, it may be
noted that 1963 gross revenues on a 12 month basis
were somewhat lower than those of 1962. This was
due to a decline in production from the record level
established in the year 1962. Expenses were down
primarily because of no significant development
costs in 1963 as against such costs of $1,284,000 in
1962 when heavy expenditures were made in the de-
velopment of 27 wells in the Lookout Butte field.
Charges to capital account for lease and well equip-

ment, not included in the expense section of the
table, amounted to $319,000 in 1963 and $752,000 in
1962.

Net Income
Gross Before Federal

Year Revenue *Expenses Income Taxes
1959 $7,619,000 $1,926,000 $5,693,000
1960 7,387,000 2,155,000 5,232,000
1961 7,383,000 1,938,000 5,445,000
1962 7,964,000 2,761,000 5,203,000
1963 7,797,000 2,089,000 5,708,000

*Does not include allocation of interest on funded debt, real
property taxes and certain general office overhead costs.
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The Company’s total net production from Willis-
ton Basin, Wyoming, and central Montana fields was
2,905,000 barrels in 1963, compared with a record
high of 3,034,000 barrels in 1962. On December 31,
1963, Northern Pacific had an interest in 819 pro-
ducing oil wells, 474 in the Williston Basin. New
wells, less abandonments, resulted in a net increase
of 53 wells during the year.

Twenty-one exploratory wells were drilled during
1963 with two of them resulting in Williston Basin




This is a stand of Northern Pacific timber, overlooking Lake Keechelus on
the easterr slope of the Cascades in West Central Washington. Shown is a
“high lead” logging operation in which felled logs are being skidded to a
central loading site for transport to processing mills.

discoveries. The Spring Lake discovery drilled by
McAlester Fuel Company in northeastern Montana,
which was referred to in the last Annual Report,
was completed as a producer in 1963. Four wells —
Northern Pacific participates in the production from
three — have been drilled in this field, the limits of
which have not yet been determined. Although no
dry holes have been drilled in the Spring Lake field,
rapid pressure declines and substantial reduction of
flow rates in the completed wells indicate limited
areal extent of the reservoir.

A deeper pool wildcat, completed by Amerada Pet-
roleum Corporation in the Scoria field of southwest-
ern North Dakota, opened up a new pay zone in the
Ordovician-Red River formation. Production from
this formation in the discovery well has been sub-
commercial, and a second well, drilled to the forma-
tion at an offsetting location, failed to confirm the dis-
covery. Further evaluation of the formation is not
expected at this time.

An apparent discovery had been made at year-end
by Shell Oil Company and Northern Pacific in the

South Wills Creek area on the east side of the Cedar
Creek Anticline, some 15 miles northwest of Baker,
Montana, when oil was recovered during a drill stem
test. The oil appears to be from a stratigraphic ac-
cumulation in Silurian zones. Additional study will
be necessary to formulate a development program
after the well is completed. At present, the find does
not appear to be of major significance.

At year-end, one development well and two ex-
ploratory wells were being drilled. Three develop-
ment wells were being completed as apparent pro-
ducers, and three exploratory wells were required
to be drilled under existing agreements.

The geophysical exploration program being con-
ducted by The Superior Oil Company and Northern
Pacific in the Montana portion of the Williston Basin,
which was referred to in the Annual Report for 1962,
is scheduled for completion early in 1964. The seis-
mic coverage which was obtained in 1963 isolated
several potentially favorable drill sites. It is expected
that the first Superior-Northern Pacific exploratory
well will be commenced in the summer of 1964.
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The Cabin Creek waterflood project was started in
the last quarter of 1963, and the full-scale waterflood
should be operative late in the first quarter of 1964.
Increase in production from this secondary recovery
program is expected to become significant in 1965.
Engineer estimates indicate 12,400,000 additional
barrels of oil will be recovered during the life of
the field through this program. On this basis, North-
ern Pacific’s share of the additional production
should amount to 5,100,000 barrels.

There has been an increase in geophysical ex-
ploration during 1963 in the area in which Northern
Pacific ownerships are located. It is expected that the
results of this preliminary exploration will lead to
increased drilling in 1964. A slight decline in North-
ern Pacific net production is expected in 1964 result-
ing in a corresponding decline in income.

TIMBER

Gross revenue of $4,237,000 received from the
sale of timber in 1963 was up $995,000 over the
$3,242,000 reported for the preceding year. The im-
provement was due to the combined effect of an in-
crease in average price of $2.50 per thousand board
feet and an increase in cut which rose from 280 mil-
lion board feet in 1962 to 306 million in 1963. The
higher price as well as the larger cut was due, in part,
to the salvage of timber of higher than average
value, which was blown down in the Columbus Day
storm in the Fall of 1962.

IN MILLIONS OF DOLLARS
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The Annual Report for the year 1962 referred to
an agreement between Northern Pacific and the
United States Forest Service on a master plan pro-
viding for the sharing of the cost of road construc-

tion into the ownerships of both parties. During 1963,
16 separate cost-sharing agreements were completed
with the Forest Service, some of which included
third parties. In the areas involved, Northern Pacific
now has permanent access to its ownerships on all
roads whether constructed on company, public or
third party lands. As a result, Northern Pacific
foresters will now be able to actively manage these
areas in accordance with sound forestry methods, a
practice previously denied because of inaccessibility.
Through a program of multiple use of forested
areas, Northern Pacific shares the recreational value
of its lands with others. Hunting, fishing and camping
are permitted except when the Forest Service pro-
hibits access during periods of high fire hazard. With
the increasing demand for cabin sites in forested
areas, Northern Pacific is taking steps to develop
some of its more attractive areas for this purpose.
During 1963, development was started at a number
of locations in western Montana, Idaho and Washing-
ton. These areas are leased to others under agree-
ments which permit the Company to continue to
grow, harvest and manage its adjoining lands.

MINERALS

Income from Company-owned mineral deposits,
including industrial minerals such as sand and grav-
el, increased from $407,000 in 1962 to $526,000 in
1963. Iron ore and taconite royalties continue to pro-
vide the major source of mineral income.

As of December 31, 1963, Northern Pacific dis-
continued its coal operations in the Roslyn Field
near Cle Elum, Washington. These mines were
opened in 1886 and were operated continuously for a
period of 78 years. In the earlier years of operation,
the coal was used principally for coal-fired steam
locomotives on the Northern Pacific although there




A vast modernization and expansion program is going forward at the Lewiston,
Idaho plant of Potlatch Forests, Inc. This is a completely integrated operation,
producing a wide range of forest products.

was a considerable commercial business. However,
with the advent of the diesel engine and the increas-
ing use of competing fuels, production dropped
sharply and unit mining costs rose accordingly. Dur-
ing recent years, coal sales have been made to elec-
tric power plants, cement plants and the Hanford
works of the Atomic Energy Commission at Hanford,
Washington.

From time to time proposals have been made to
erect a steam electric generating plant in the Roslyn
Coal Field. Because of the strategic location of this
field, the output of such a plant would be used to
firm up hydroelectric power in the Pacific north-
west. While it is expected that steam electric gen-
erating plants will eventually be built in this area, as
in other hydroelectric areas in the United States,
there are no definitive plans at the present time.

During 1963, Northern Pacific’s Geology Division
completed a three-year study of a lignite coal field
lying west of Dickinson, North Dakota, which covers
an area approximating 155 square miles. Knowledge

of this area had been limited to old reports and maps
which had been developed during the 1920’s. The
recent Northern Pacific report, using modern geo-
logic exploration techniques, is based upon photo-
geologic mapping, analyses of drill cores and the eco-
nomics of low-cost strip mining methods. Reserves
in the Dickinson Field are conservatively estimated
at 750 million tons which lie within 75 feet of the
surface. Copies of this report have been made avail-
able to coal, chemical and other companies which
might have an interest in an extensive reserve of
solid fuel.

The Basin Electric Cooperative steam electric
plant referred to on Page 7 under Industrial Devel-
opment, will consume 1,200,000 tons of lignite an-
nually. We will receive royalty payments on a por-
tion of this coal which will be furnished from North-
ern Pacific ownerships.

REAL ESTATE RENTALS

Rentals from industrial and other properties con-
tinued the upward trend in 1963 with revenues of
$2,445,000 which compares with $2,363,000 for 1962.

Railway lands located in or near major metropoli-
tan centers are continually reviewed in order to as-
sess their economic income potential in the light of
current residential, commercial and industrial de-
velopment patterns. While the major portion of
rental income is derived from the lease of railroad
lands for industrial and commercial purposes, a
growing source of additional income is from mis-
cellaneous leases such as, motels, restaurants, banks,
department stores, super markets and parking lots.
All leases are periodically re-appraised and the
rentals adjusted in line with property values.

Providing special equipment for specialized freight
service — such as this NP Transport Company bulk
cement tanker — enables Northern Pacific not only
to attract new business, but to keep abreast of cus-
tomer needs in the rapidly changing evolution of
modern industry.

AFFILIATED AND SUBSIDIARY
COMPANIES

Chicago, Burlington & Quincy Railroad
Company reported net income of $21,368,000 or
$12.51 per share for 1963 as against $20,413,000 or
$11.95 per share for 1962. Estimated Federal Income
tax deferments arising from the use of new methods
of depreciation including guideline depreciation and
the 7% investment credit amounted to $8,430,000
for 1963 — $4.93 per share — and $5,212,000 — $3.05
per share — for 1962.

Dividends of $7.50 were paid during the year. This
amounted to a payment of $6,226,000 to Northern
Pacific on its 48.59% ownership of Burlington stock.
Northern Pacific’s equity in the undistributed in-
come of the Burlington was $4,157,000 equivalent
to $0.69 per share of Northern Pacific shares out-
standing as of December 31, 1963. The Burlington
Income account appears on Page 24.

Spokane, Portland & Seattle Railway
Company, the capital stock and bonds of which
are 50% owned by the Northern Pacific, reported net
income of $2,197,000 for 1963 as against $717,000 for

1962, Estimated Federal Income tax deferments
arising from the use of new methods of depreciation
including guideline depreciation and the 7% invest-
ment credit amounted to $418,000 for 1963 and $300,-
000 for 1962.

No dividends were paid during the year. Northern
Pacific’s equity in the 1963 earnings of the SP&S
amounted to $1,098,000 or 18¢ per share of Northern
Pacific shares outstanding as of December 31, 1963.

In 1963 Northern Pacific received $1,084,000 as in-
terest on SP&S First Mortgage bonds. The SP&S
purchased from the Northern Pacific, at the cost to
the latter, $1,500,000 par value of its First Mortgage
4% bonds, thereby reducing the Northern Pacific
investment therein from $19,148,000 to $18,098,000.

Northern Pacific Transport Company,
wholly owned highway subsidiary of the Railway
Company operates over 5,730 route miles in the
States of Montana, Washington, Idaho and Oregon.

The Transport Company is a common carrier of
freight by motor vehicle in the States of Montana
and Washington. In addition a number of services
are provided for the Railway Company. These in-
clude an expedited highway service for Railway less-
than-carload shipments, a highway bus service for
communities on certain railway company branch
lines and a pickup and delivery for Railway Com-
pany freight including the handling of TOFC trailers
at principal cities and terminals.

Gross revenues were $5,133,000 for 1963 and $4,-
253,000 for 1962. Net income was $616,000 and $184,-
000 respectively.
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MATTERS OF

INTEREST

Merger— There have been no significant develop-
ments since our last Annual Report involving the
proposed merger of the Northern Pacific, Great
Northern and Burlington into the Great Northern
Pacific & Burlington Lines, Inc., a new corporation,
which would lease the Spokane, Portland and Seattle
Railway Company.

For the benefit of our new stockholders, hearings
were completed in Minneapolis on July 10, 1962, and
briefs were filed by the applicants and other in-
terested parties on January 4, 1963. The next step
will be the filing of a proposed report and order by
the Hearing Examiner. It is anticipated that this re-
port and order will be filed early in 1964. Thereafter,
a period of at least 30 days will be allowed by the
Commission for the filing of objections to the report
and in due course the case will be set by the Com-
mission for oral argument and decision. After the
Commission rules, any party to the proceeding will
have the right to appeal to the courts.

Federal Legislation—In our last Annual Re-
port, reference was made to the unfair regulatory
burden under which the railroad industry operates
and the critical need for legislation to correct such
condition. President Kennedy, on March 5, 1963,
requested such legislation and as a result H.R. 4700
and S. 1061 were introduced which exempt all com-
mon carriers from regulation of minimum rates
when carrying agricultural and fishery products or
bulk commodities. While hearings were concluded by
the Senate Committee on Commerce and the House
Committee on Interstate and Foreign Commerce,
Congress adjourned before either committee re-
ported on the bills. President Johnson also recog-
nized in his State of the Union Message on January
8, 1964, the need for such legislation when he stated
that Congress should reform “our tangled transpor-
tation and transit policies.”

On February 6, 1964, the House Committee on
Interstate and Foreign Commerce reported favor-

ably a new bill designated H.R. 9903. This bill, among
other provisions, extends to all common carriers the
exemption now applicable to the transportation of
agricultural commodities and fishery products by
motor carrier. While it does not exempt the railroads
from regulation when carrying bulk commodities, it
does restrict the bulk commodity exemption now
enjoyed by water carriers from a “three commodi-
ties” to a “one commodity” exemption. Further, the
bill partially repeals the commodity clause which
since 1908 has prohibited a railroad from transport-
ing any commodity manufactured, mined or pro-
duced by it, except timber and the products thereof.

However, even if this legislation is passed, many
problems of national transportation policy remain to
be solved. The railroads, as the backbone of the na-
tion’s transportation system, must be allowed to
prosper and serve the country to the full extent of
their potentialities. This is impossible under present
regulation and taxation, plus a system which permits
competing modes of transportation to utilize publicly-
provided tax-supported transportation facilities with-
out adequate user charges.

The elimination of the present inequities is essen-
tial to a sound national transportation system. Stock-
holders are urged to make their views on these is-
sues known to their Senators and Representatives
and to urge prompt corrective action.

Litigation—Reference has been made in previous
Annual Reports to the two proceedings before the
Interstate Commerce Commission involving the di-
vision of revenue on traffic moving under joint
through rates.

On March 28, 1963, the Commission issued its
long-awaited report and order in the Trans-
continental Divisions Case which involved the
request of the Eastern Lines for a larger share of the
revenue on traffic moving between the East and the
Midwest and between the East and the far West.
The Commission prescribed substantially higher di-
visions for the Eastern and Midwestern Lines at the
expense of the Transcontinental Lines, effective July
1, 1963. The principal Transcontinental Lines which
are adversely affected are the Northern Pacific Rail-
way Company; Great Northern Railway Company;
Union Pacific Railroad; Southern Pacific Company;
The Atchison, Topeka and Santa Fe Railway Com-
pany; The Western Pacific Railroad Company and
the Denver and Rio Grande Western Railroad Com-
pany.

The Northern Pacific, together with the other
Transcontinental Lines, petitioned the Commission
for reconsideration and postponement of the effective
date of its order. However, the Commission refused

to stay its order and as a result, a complaint was
filed in the United States District Court for the
Southern District of California seeking an inter-
locutory injunction prohibiting the increased divi-
sions from becoming effective pending the disposition
of the petition for reconsideration. The Court grant-
ed the interlocutory injunction, thus staying the
July 1, 1963, effective date. However, the Court pro-
vided that if the Commission’s order is ultimately
upheld, the Northern Pacific and the other Trans-
continental Lines would have to settle with the
Eastern and Midwestern Lines retroactive to July 1,
1963, on the basis of the prescribed divisions together
with such interest as the Court may order. Although
Northern Pacific believes the Commission’s order is
unlawful and should be reversed or modified, it has
reserved $1,600,000 of freight revenue for the period
July 1 through December 31, 1963, in accordance
with the Commission’s accounting regulations. This
is an estimate based upon a traffic sample and is, of
course, subject to change based upon a complete
analysis of all shipments.

On January 22, 1964, the Commission issued its
report and order on reconsideration and, except for
some minor changes, reaffirmed its prior report and
order. The Northern Pacific, together with other
Transcontinental Lines, will now appeal this latest
order to the same court and will seek an interlocu-
tory injunction staying such order pending the dis-
position of the appeal.

On January 31, 1964, the United States District
Court for the District of Colorado set aside the order
of the Commission dated May 7, 1962, granting high-
er divisions to the Eastern Lines on traffic moving
between their territory and certain midwestern
states, including points on the Northern Pacific in
Minnesota, North Dakota and Wisconsin. We are
now advised that the Eastern Lines will appeal this
decision to the United States Supreme Court. Pend-
ing this appeal, the Eastern Lines have collected the
higher divisions which the Court has now found un-
lawful. If the Supreme Court affirms the order of
the District Court, the Northern Pacific and the other
Transcontinental Lines will be entitled to refunds
from the Eastern Lines involving traffic handled
on and after December 23, 1962.

Corporate and Financial—Cash dividends of
$2.35 were paid during 1963 — four at the regular
rate of 55¢ quarterly plus a 15¢ extra. On December
12, 1963 the regular rate was increased to 60¢ and a
10¢ extra declared, both payable January 31, 1964, to
stockholders of record January 10. The last increase
in the regular rate became effective in 1960 when the
regular rate was raised from 50¢ to 55¢ per share.
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Mortgage bonds outstanding with the public as of
December 31, 1963, listed on Page 22, amounted to
$203,860,000. This is a reduction of $2,375,000 which
represents the acquisition of $1,822,000 par value
of Collateral Trust 4’s and $553,000 par value of
Prior Lien 4’s. A total of $1,300,000 par value Col-
lateral Trust 4’s and $557,000 par value Prior Lien
4’s were retired and cancelled pursuant to the pro-
visions of these mortgages. As of December 31, 1963,
the Company held in the treasury $5,218,000 par
value of Collateral Trust 4’s.

Equipment obligations of $78,192,000 were out-
standing as of the year end. A total of $6,645,000
of new obligations were sold and $10,374,000 retired,
making a net reduction of $3,729,000 during 1963.

Working capital including debt due within one
year increased from $58,847,000 to $67,505,000 dur-
ing the year. Cash and temporary cash investments
included in working capital were $75,386,000 at the
end of 1963 as against $65,527,000 as of December 31,
1962. The principal additions and withdrawals ap-
pear in the following tabulation:

Cash and temporary cash investments

December 31, 1962..........cccccvuvererervecrierinnnns $65,527,323
Additions:
Net income $24,592,470
Depreciation, retirements and
other non-cash charges.................... 15,446,676
Salvage from retirements and sales 1,753,158
Sale of investments...........cccccoevvirenenennn 1,975,986
Proceeds from sale of capital stock.. 367,434
Refund of Federal Income Taxes...... 2,520,885
Miscellaneous—net 1,661,314
LOLAL .......oommenmmssssmsersmsmrenisissisronisss $48,317,923
Withdrawals:
Dividends paid in 1963..........cccccovvruenne $14,105,985
Capital expenditures
Roadway and structures.................. 5,853,104
Equipment ......cccouniene $9,818,587
Less financed by
equipment obliga-
HONS ammssammanns 5,373,017 4,445,570
Miscellaneous physical property.. 1,418,501
Equipment obligations paid................ 10,373,608
Mortgage bonds purchased.... 2,262,310
1727 -1 DO D M W $38,459,078
Net Additions oisnifsmmniasassaniies 9,858,845
Cash and temporary cash investments
December 31, 1963 ...uumnnnomnmunmasmsmsmas $75,386,168

Taxes—Total estimated tax accruals for 1963 in-
cluded in the income account, amounted to $17,694,-
000, an increase of $1,779,000 from the 1962 figure of



$15,915,000. A summary of these accruals for the last
two years is as follows:

Increase or

1963 1962 (Decrease)

Federal Income Taxes... $ 326,000 $(1,222,000) $1,548,000

Payroll Taxes:
Railroad Retirement.... 5,509,000 5,408,000 101,000

Unemployment
Compensation .......... 2,979,000 2,987,000 (8,000)
Property Taxes:
For Support of Schools 4,100,000 4,021,000 79,000
For Support of State
and Local Govts....... 2,117,000 2,318,000 (201,000)

Other State, Local and
Miscellaneous Taxes.... 2,663,000 2,403,000 260,000

TOTAL: i $17,694,000 $15,915,000 $1,779,000
tAfter investment credit of $269,000

The increase in total tax accruals of $1,779,000 in
1963 over 1962 was due almost entirely to a $1,548,-
000 increase in Federal income taxes.

The income account for the year 1962 as explained
on Page 17 of the Annual Report for that year car-
ried an estimated net Federal income tax credit of
$1,222,000. Between the time this estimate was made
in January of 1963 and the Federal income tax re-
turn was filed in September, the estimated credit
was increased by $887,000. This amount was credited
to Federal income tax accruals for 1963 in accord-
ance with Interstate Commerce Commission ac-
counting regulations. Had it not been for this credit
of $887,000, Northern Pacific would have had an esti-
mated tax accrual of $1,213,000 for 1963 instead of
$326,000 as shown in the above table and in the
income account on Page 19.

There was no material variation between 1963 and
1962 in other taxes. Property taxes throughout the
country continue to rise with increasing expendi-
tures of state and local governments. In spite of this
trend, Northern Pacific has been successful in main-
taining overall control of its property taxes and, in
many instances, has reduced these payments. This
has been accomplished through diligent and continu-
ing efforts to secure a reduction in valuations and
the close attention given to the checking of local
budgets and tax levies. In spite of an average in-
crease in tax rates of over 40% since 1950 Northern
Pacific property taxes have actually shown a decline.

Estimated tax deferments arising from amortiza-
tion, new methods of depreciation including guide-
line depreciation for the past two years are as fol-
lows:

New Methods Total Tax

of Depreciation and Deferment

Year Amortization Depreciation Guidelines per Share
1962 $(217,000) $6,893,000 $1.11
1963 (642,000) 7,167,000 1.09

Accounting—During 1963 the Company’s ac-
counting techniques were further advanced by the
installation of the new IB.M. 1410 Magnetic tape
Data Processing System replacing the 1401 installed
in 1961. The higher speed and the enlarged storage
capacity have substantially increased the data proc-
essing capability.

Stock Option— As of January 1, 1963, under the
Company’s Restricted Stock Option Plan which was
adopted in 1954, providing for the issuance of up to
240,000 shares to key employees, options on 161,480
shares had been granted, options on 53,002 shares
had been exercised, and 25 options totaling 9,667
shares cancelled, as reported in previous annual re-
ports. The number of shares issuable under the out-
standing options at the beginning of the year was
98,811. During the year 1963, options on 3,700 addi-
tional shares were granted at a price of $46.75 per
share; options previously granted, covering 14,323
shares, were exercised and 5 options for 1,352 shares
were cancelled. The number of shares issuable under
outstanding options at the close of 1963 was, there-
fore, 86,836. The number of unoptioned shares avail-
able at the beginning and at the close of 1963 was
88,187 and 85,839, respectively.

Under the Plan, each option is for a period of ten
years and the option price is the highest price at
which the stock traded on the New York Stock Ex-
change on the date on which the option was granted.
No option may be exercised until one year after the
granting date. Of the shares optioned, 20% may be
exercised during the second year and 10% in each
succeeding year, any unexercised options to carry
over into subsequent years.

The Company publishes a supplementary report
containing additional statistics, including Compara-
tive Statement of Income and Balance Sheet accord-
ing to Interstate Commerce Commission classifica-
tion, for distribution to financial institutions, security
analysts and others who may be interested. Requests
for copies should be addressed to the Secretary of
the Company at St. Paul, Minnesota.

NORTHERN PACIFIC

RAILWAY COMPANY

STATEMENTS OF INCOME AND RETAINED INCOME
FOR THE YEARS ENDED DECEMBER 31, 1963 AND 1962

1963
AVERAGE MILEAGE OPERATED.... ... ...ttt 6,795
RAILWAY REVENUES: .
Freight::siismassnmsssmenisamiisanasssniiiompnismasispmerssmarsspmass me $160,837,146
PasSenger. . . 6,461,384
Mail and eXpPresS. . ..ottt 6,391,384
Equipment rents. . ... ... ... ... 20,072,024
Joint facility rents.... ... 4,795,677
Other. . . 5,914,597
Total raillWay TeVeNUEs: : o siw vy s mesinm sy smms e msaessmass s mess o 204,472,212
RAILWAY EXPENSES:
Transportation. ... . ...t 71,155,389
Maintenance of equipment. . ............ .. 35,467,731
Maintenance of way and structures.............. ...ttt 29,904,397
EGuiDrent TEOES s o sy avs s s s 5 6m o 5 59 5 56 69 5 & % mcs 5% o a0y 5 5 o & 6 0085 860 0 B 6 5 9 18,719,043
Joint facility vents cume s ssmsssnmmess mmos s pu s s pE ns s o s s pmass s ey s s o 1,279,127
Taxes other than Federal incometaxes................coiiiiiiiiiinnen... 17,367,715
EIBEEY . 5 3 o 5 o o o o £ 55 166 A 8 BIE 03 6 BB B R BN 4 5 16,322,558
Total railway eXpenses. ... .........uuiuiiiniiaiinea... 190,215,960
Net operating inCome. .. ............. it 14,256,252
OTHER INCOME:
Ol and gaS. . .. oot 8,397,525
1151 o o e T I T 4,236,562
MANETAlS : s s oss e s wmom o a5 wm e e b o003 850 58 TS 26 A8 5 A0S 6% 5 A5 3 PEY 585 0% 588 526,240
Real estate 1entalS v s s - iime s 56 mue s sma s s 63§55 25 RS FB@EE5ames 16 HW 285 2,445,203
IDAVAAGIIAS, .o.n. - 2w im0 o s 10 s o 2 3 o o o s 58 o & 2 0 smms o0 omson & 5 B ot 5 3 3 088 & % % RS 2 6 B 6,407,487
Interest. . ..o 3,798,097
Other. . o 11,713,763
Total OtREr-INEOMIE . « « s s v m sswrs s 1w s o 6 o w2 s B 4 v 0 510 i 4 6 0 i 0 1 27,524,877
Lessiexpenses (Note d) i s:ssmmwssnmousssmussme s ss s paasss e w@asgemssan 5,788,575
Netrother INCOME s wasssmmessmossmmsssFasns s MFsssmeiEssmasss 21,736,302
TOLAl TTCOTNG .. & o v 5 o G s o & it s 2 S S 2 S oo S4B A F BB EEE R BT 35,992,554
INTEREST AND OTHER CHARGES. .................................. 11,074,084
INCOME BEFORE FEDERAL INCOME TAXES........................ 24,918,470
PROVISION FOR FEDERAL INCOME TAXES (Notel)................. 326,000
NET INCOME—In conformity with I.C.C. accounting rules. ................. $ 24,592,470
Estimated deferment of Federal income taxes (Note 1)...................... 6,525,000

NET INCOME—In conformity with generally accepted accounting principles... § 18,067,470

RETAINED INCOME

BALANCE AT BEGINNING OF YEAR. .. .cnuismnssmancsammssswnnsennss $381,474,367
ADD:
Net income—In conformity with I.C.C. accounting rules.................... 24,592,470
Donations transferred from Capital Surplus................................
1 7 7 PRt 406,066,837
LESS: Cash dividends declared—$2.35 pershare. . ......................... 14,115,722
BALANCE AT END OF YEAR . ... i $391,951,115

See Notes to Financial Statements on pages 20 and 21.
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Increase
1962 (Decrease)
6,795 _

$153,638,050 $ 7,199,096
7,840,480 (1,379,096)
6,668,488 (277,104)
20,094,862 (22,838)
4,321,129 474,548
6,115,917 (201,320)
198,678,926 5,793,286
71,355,782 (200,393)
35,145,500 322,231
26,569,228 3,335,169
17,718,973 1,000,070
1,323,132 (44,005)
17,137,457 230,258
17,357,739 (1,035,181)
186,607,811 3,608,149
12,071,115 2,185,137
7,964,182 433,343
3,241,852 994,710
406,649 119,591
2,362,940 82,263
6,435,525 (28,038)
3,286,709 511,388
1,855,731 (141,968)
25,553,588 1,971,289
7,263,126 (1,474,551)
18,290,462 3,445,840
30,361,577 5,630,977
11,283,283 (209,199)
19,078,294 5,840,176
(1,222,241) 1,548,241
$ 20,300,535 $ 4,291,935
6,676,000 (151,000)

$ 13,624,535 $ 4,442,935
$374,636,307 $ 6,838,060
20,300,535 4,291,935
631,154 (631,154)
395,567,996 10,498,841

14,093,629 22,093
$381,474,367 $ 10,476,748




NORTHERN PACIFIC
RAILWAY COMPANY

ASSETS

1963 1962
CURRENT ASSETS:
Cash. .o $ 6,066,698 $ 8,759,186
Temporary cash investments. . ....................... . 69,319,470 56,768,137
Accounts TeCeIVADIE:. & .« s s win s s 500555 98 555555505 o oo o o ero o 5 o o o o e 22,988,735 21,354,202
Material and supplies. ... ...t 19,099,342 19,290,948
Other current assets. .. ......... ...t 2,450,338 2,182,278
Total current assets. . .......... ...t 119,924,583 108,354,751
SPECIAL FUNDS AND INVESTMENTS:
Special funds. ... ... ... 4,846,182 2,328,121
Investments in affiliated companies (See page 23)....................... 167,726,665 168,852,299
Other investments. ..........ouiiuiiiii ittt 3,548,475 4,398,828
Total special funds and investments......................... 176,121,322 175,579,248
PROPERTIES:
Transportation property. .. ... ......uunitii et 891,207,941 880,646,430
Less accumulated depreciation and amortization ....................... 195,874,312 184,959,874
Net: transportation property.: ws s swe s s s s s smss s smas s mms s o 695,333,629 695,686,556
Non-operating property . . ... .......iiinitiet i 24,558,238 23,579,761
Less accumulated depreciation. ...t 4,452,312 3,871,909
Net non-operating property. .. ...........uviiieiiunneennnn.. 20,105,926 19,707,852
Total net: PropPerties: ; : s s s s s s « sy 5 a6 5 SREE 5 555 55 545 7 5 35 715,439,555 715,394,408
OTHER ASSETS AND DEFERRED CHARGES...................... 8,362,032 11,324,411

TOT AL . . e e $1,019,847,492 $1,010,652,818

NOTES TO FINANCIAL STATEMENTS

1. The Uniform System of Accounts for Railroad Companies prescribed by the Interstate Commerce Commission
varies from generally accepted accounting principles, in that no accounting recognition is given to the possible
effect on income taxes in future years, of current deferment of income taxes, resulting from deductions (net) for
amortization and depreciation of property for income tax purposes in excess of those recorded in the accounts.
The cumulative amount of such estimated deferment of income taxes included in retained income at December
31, 1963 was $34,786,000. Estimated tax deferments arising from amortization, new methods of depreciation
and depreciation guidelines during the last two vears were as follows:

New Methods of Depreciation Total Tax
Year Amortization and Depreciation Guidelines Deferment per Share
1962 $(217,000) $6,893,000 $1.11
1963 (642,000) 7,167,000 1.09

2. For the purposes of computing operating ratios as shown in income highlights on page 2 it is necessary to deduct
equipment and joint facility rents from railway revenues, and related expenses and taxes other than Federal
income taxes from railway expenses.

3. Expenses applicable to other income do not include allocations of interest on funded debt and certain other
direct and indirect expenses.

4. As of December 31, 1963, the Company was liable as guarantor, individually or jointly with others, of securities
issued by affiliates amounting to $12,565,000. In addition, Northern Pacific Railway Company, together with
37 other proprietary companies of Trailer Train Company, is obligated to advance to Trailer Train Company
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_ BALANCE
SHEET

DECEMBER 31, 1963 AND 1962

LIABILITIES AND SHAREHOLDERS EQUITY

1963 1962
CURRENT LIABILITIES:
Accounts.and 'wages Payable .« ; s sz s sz bamassmw s es s s s e ey s 0w 6 8 506 5 $ 10,520,716 $ 9,277,944
Interest acerued: v s o sesmmas s fumes e e s s s REvss 56 o 65 5 PFE 856 I3 S BETEE 3,151,304 3,141,049
Dividends declare,. s . . . woo s o e o m mm v s mom o 0 0 ot 6 5 5 B8 5 5 580405 55 600 £ 5 G £ 5 4,271,434 4,260,434
Federal income taxes accrued.......... ...t 3,865,946 3,264,673
Other taxes accrued. . ... ... .. ... .. i 8,276,912 7,931,822
Other accrued liabilities. ... ...... ... ... ... . ... . i 10,267,571 9,904,500
Totalicurrent Habilities:. ; = s« wm 56 s omw s 55 s £ 5 w5 5 5 s s 5 6 5 5 9 40,353,883 37,780,422
Long-term debt due withinone year................................... 12,065,530 11,726,886
Total current liabilities and long-term debt due
withinoneyear......... ... .. ... . ... ... .. ... 52,419,413 49,507,308
LONG-TERM DEBT (See page 22):
Funded debt unmatured. . .......... ... ... ... ... ... .. ... 202,668,055 205,097,728
Equipment obligations: .« v . vsmmassmsssmmessmmesiomsssoma v aesswsas 67,481,873 71,547,230
Total long-term debt due afteroneyear...................... 270,149,928 276,644,958
OTHER LIABILITIES:
Pension, casualty, and other reserves. ................................. 10,342,724 9,173,041
Other liabilities and deferred credits................................... 2,912,935 2,148,163
Total.othet liabilities: o :: s swsssmsssrwasssmusrsgwsss owssmes s 13,255,659 11,321,204
SHAREHOLDERS' EQUITY:
Common stock, $5 par value (outstanding 1963, 6,009,414 shares;

1962, 5,995,593 shares). ... 30,047,070 29,977,965
Capital SUrplus. . .. ..o 262,024,307 261,727,016
Retained inCoOme. . ......... ... 391,951,115 381,474,367

Total shareholders’ equity.................................. 684,022,492 673,179,348
P OT AL covssiom s s 5o s w5 50m 53 5061 ¢ 55 08 5 5 550 5 5 5 609 5 5 5 3048 & 5 B9 5 5 (549 3 $1,019,847,492 $1,010,652,818

under certain conditions such sums as may be needed by that Company to pay principal and interest under terms
of certain of its outstanding obligations. At December 31, 1963 such obligations aggregated $104,585,000.

. The Company carries a service interruption policy under which it will be entitled to indemnity for certain work-

stoppage losses. In the event such losses are sustained by other railroads holding similar policies, the Company
may be obliged to pay additional premiums, subject to a maximum premium of approximately $2,200,000.

. The Company has agreed that prior to the Merger or while the Merger Agreement is in effect it will not declare

dividends in excess of $2.60 per share per annum.

. Increases in capital stock and capital surplus resulted from the sale of stock under the option plan. For details

of the plan see page 18.

. The current cost of renewals of parts of the track structure is charged to maintenance expense and additions and

betterments to the structure are capitalized. Provision for depreciation has been made as to other classes of trans-
portation property. Charges to operating expense for depreciation of road and equipment and for renewals of the
track structure were as follows:

1963 . 1962
Depreciation................... .. ... ... $14,373,577 $13,872,606
Renewals of track structure............................. 12,591,696 9,698,603
Total. ... 826,965,273 $23,571,209

. In accordance with Interstate Commerce Commission accounting regulations, freight revenue has been reduced

by $1,600,000 and a reserve of like amount established in connection with the Transcontinental Divisions Cases
discussed on page 16.
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'NORTHERN PACIFIC

RAILWAY COMPANY

LONG TERM DEBT
DECEMBER 31, 1963

Interest Held in Interest
Name and Character Rate Maturity Outstanding Treasury 1964 Expense
of Obligation % Date with Public or Pledged Maturities for 1963
FUNDED DEBT (BONDS):
Prior Lien Mortgage......................... 4 1997 $ 95,070,300 — —_ $ 3,810,720
General Lien Mortgage....................... 3 2047 53,585,900 $ 5,555,000 e 1,607,577
St. Paul-Duluth Division Mortgage............ 4 1996 253,000 —_ e 10,120
Refunding and Improvement Mortgage
Series A. . ... 4.5 2047 17,569,000 —— — 790,605
Series E (pledged under collateral trust
indenture)............................ 4 2047 - 67,750,000 e —
St. Paul and Duluth Railroad First Consolidated
Mortgage (assumed) .. ..................... 1968 1,000,000 _ —— 40,000
Collateral Trust Indenture.................... 4 1984 36,382,000 5,218,000 $ 1,300,000* 1,483,388
Total Bonds: s smssssmess smessoemss 560055 e s 6 omes § 5 ows o s 203,860,200 78,523,000 1,300,000 7,742,410
EQUIPMENT OBLIGATIONS:
Serially
Equipment Trust Certificates to
1049 . 2.375 1964 400,000 —_— 400,000 11,478
1949, Second Series. ..............iiiiin 2.375 1964 430,000 —_— 430,000 14,891
1949, Third Series. . .smss s swmssswmsssswssss 2.125 1964 265,000 — 265,000 10,323
YOS50 5 suvsnomios o e s 5008 84 5 METE 3 5508 § 8 BISFE £ 6 2.75 1966 1,380,000 —_ 460,000 41,112
1951, Second Series. .z izssmesvsomsssumass 3 1966 684,000 ——— 228,000 26,790
19525, oo oo o o oo osenos e oo 85 Biisi £ 5 5 BT 55 BRI 8 B 2.875 1967 1,700,000 — 425,000 60,585
D05, .« v v e o oo o soim o 2 mims 5 8 e o o e o RS § B 2.625 1969 1,830,000 e 305,000 51,039
1954, Second Series. ............coiiiiin.n 2.75 1969 2,088,000 — 348,000 63,401
1055 . o 2.75 1970 1,848,000 — 264,000 51,122
| 1955, Second Series. . ... 3 1970 2,408,000 — 344,000 76,970
| 1955, Third Series. . ..........c.ccoviuiunn... 3 1970 1,316,000 — 188,000 42,535
| 1955, Fourth Series: . ssw s s swus s s vwmss wmais 3:25 1970 840,000 —_— 120,000 31,092
1956, :oosssamssommessmmass fios s 3w v s ey as 3:125 1971 3,232,000 — 404,000 102,578
| 1956, Second Series. .. ... ..soeassomiisamess 3.5 1971 4,120,000 —— 515,000 153,964
BOBT . o s o o come o ot ot s 9 v 5 6 i 8B B8 6 4.375 1972 4,644,000 —— 516,000 204,115
| 1957, Second Series. .. ..., 4.5 1972 3,852,000 —_— 428,000 182,167
| 1058 . e 3.875 1973 2,470,000 — 247,000 95,978
1958, Second Series. .............iiiiin. 3.625 1973 5,010,000 —— 501,000 188,169
1059 . 4.375 1974 3,476,000 —— 316,000 154,955
1959; Second Series. . ; « s s 5 mw o s pwm ve oy s 4.75 1974 4,411,000 —— 401,000 220,634
| 19600, ; ..ci i vnmsssmmossmmass wmaes wme s mae s s 4.875 1975 2,736,000 _— 228,000 133,689
| 1960, Second Series. ................iin. 4.25 1975 5,196,000 —— 433,000 226,964
1960, Third Series.............ccvvuueeenn. 3.875 1975 5,016,000 —_ 418,000 205,842
1061 . . 4.25 1976 5,967,000 —— 459,000 266,196
1062 . . . 3.875 1977 3,766,000 —_ 269,000 150,709
| 1063 . . . 3.875 1978 6,645,000 —_— 443,000 250,343
1 Conditional Purchase Contracts
Continental Illinois National Bank &
‘ Trust Co., Assignee—Series B ............ 3.85 1965 700,000 _— 400,000 36,936
Seattle-First National Bank, Assignee........ 3 1964 262,500 —_ 262,500 14,000
Seattle-First National Bank, Assignee........ 3.95 1965 900,000 —— 450,000 45919
First National City Bank, Assignee.......... 4 1966 599,730 _ 242,857 28,037
Total Equipment ObHEations. . . s ssesosswnssmmsssmoms s 78,192,230 S 10,710,357 3,142,533
MISCELLANEOUS OBLIGATIONS........... 3.5 1974 163,028 e 55,173 6,721
OTAL...... . « » ctrin = s v 50 st % im0 0 555 5 2 5008 8 5 658 3 § 56 BF0S & F sy $282,215,458 $78,523,000 $12,065,530  $10,891,664

*Sinking fund requirement.

INVESTMENTS IN AFFILIATED COMPANIES
DECEMBER 31, 1963

Dividend and

Per Interest
Cent Book Income
STOCKS: Owned Value for 1963
Camas Prairie Railroad Company . ... ..., 50.00 $ 50,000 —_—
Chicago, Burlington & Quincy Railroad Company—pledged....................... 48.59 109,245,973 $6,226,343
Cuyuna Realty Company...........oouuuumiiietie et 100.00 7,934,713 ———
The Duluth Union Depot and Transfer Company—pledged....................... 100.00 300,000 15,000
The Lake Superior Terminal and Transfer Railway Company—pledged. . .......... 33.33 169,800 _—
Lemhi Telephone Companyiic: : . s s s 6 s simiass 505 s 550555 97555 ¢ sy o s orbier s mree o o o 100.00 85,645 18,000
The Midland Railway Company of Manitoba................................... 50.00 2,400,000 s
The Minnesota Transfer Railway Company—pledged. ........................... 11.11 91,300 —_—
Missabe Realty COmMPAany . .. ......uuutiinetn et 100.00 564,712 _
The Northern Pacific Terminal Company of Oregon.............................. 40.00 1,879,520 _
Northern Pacific Transport Company . ..........couuuuieeeiiinennannna.. 100.00 1,368,594 e
The Pullman COMPANY « ¢ s s 5 s s 8wt o6 505 6 55 55 5 5 3560605 5 5 505 8 5 5 w5os s § 508 § 308 £ 55 1.51 375,292 R
Railway Express Agency, Incorporated.................ciiiiiiiiiiiiiinn... 1.20 1,200 —
The St. Paul Union Depot Company—opledged. .........................o....... 12.50 130,475 4,144
Spokane, Portland & Seattle Railway Company—opledged......................... 50.00 20,000,000 e
Walla Walla Valley Railway Company . .............uuiuiiinmiineinnannanannn.. 100.00 144,687 ———
Trailer Train CoOmPany .. ... ...ttt ettt et 2.70 119,680 R
Great Northern Pacific and Burlington Lines, Inc................................ 50.00 500 —
Total SEOCKS . . . ottt ettt e e s 144,862,091 6,263,487
BONDS:
Spokane, Portland & Seattle Railway Company. . ............couniiiiiiniininnennneenn.. 18,098,500 1,084,200
UNSECURED NOTES:
Cuyuna Realty Company . .. ........ouuiniit ettt et et 1,500,000 45,000
Northern Pacific Transport COmpany............uuuttiiine ettt 342,165 18,254
The Duluth Union Depot and Transfer Company . . ..........c..uuuuuuiuineerinnnnneninn. 33,180 1,659
Lemhi Telephone COmMPAanYy . . . . ... ouuuttt ettt ettt ettt 125,000 6,875
Missabe Realty COMPANY:: s « s s « oo o5 b § 5 s 65 5 8 5 50900 5§ § 665 £ § 5 S5s06 3 5 o 8 6 5390 5 B Sialel 5 8 9085 300,000 9,000
Railway Express Agency, Incorporated. . ... :misswsisamasssomesssvessomssnmsssamessin 346,986 17,349
Total UNSECUTE TVOES: v s 55 55 6 55s £ 5 5 550 § 5 5000 5 5 5uiif £ @ usen 5 5 sosnes & s Seinnds & & feros a imion 5 semmes 5 » ioud 2,647,331 98,137
INVESTMENT ADV AN CES. . ... ittt 2,118,743 63,398
DO T AL . . oot $167,726,665 $7,509,222

HASKINS & SELLS

CERTIFIED PUBLIC ACCOUNTANTS

NORTHWESTERN BANK BUILDING
MINNEAPOLIS, MINNESOTA 55402

ACCOUNTANTS’ OPINION

NorTHERN Paciric RaiLway COMPANY:

We have examined the balance sheet of Northern Pacific Railway Company as of December 31, 1963 and
the related statements 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.

The Company maintains its accounts in conformity with the Uniform System of Accounts for Railroad
Companies prescribed by the Interstate Commerce Commission and the accompanying financial statements have
been prepared in accordance therewith. As explained in Note 1, the provisions of the Uniform System of Accounts
vary in certain respects from generally accepted accounting principles.

In our opinion, with the exception referred to in the preceding paragraph, the accompanying financial state-
ments present fairly the financial position of the Company at December 31, 1963 and the results of its operations
for the year then ended in conformity with generally accepted accounting principles applied on a basis consistent

with that of the preceding year.

February 21, 1964

Ho s - daldy
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CHICAGO, BURLINGTON &

NORTHERN PACIFIC

TRAFFIC OFFICES

QUINCY RAILROAD COMPANY

STATEMENT OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 1963 AND

AVERAGE MILEAGE OPERATED s« oo o 5 « swis s 6 siors s s 5w 6 5 5 s s o oo o0 s
RATEWAY REVENUES. ;s 55 o550 o066 55 6000 6§ 60006 6 5 0008 55 00608 5 3 356 £ 5 8 55
RAILWAY EXPENSES. . ..ttt ittt

Net operating inCome. .. .........uuiiuniniiiinnemiiinaeeennnnn

OTHER INCOME. . . ... e

Total TCOMIC . & o6 s mimis s 5 me s s S s § 5 Wi 8§ 6 65 5 505 £ 85 4005 £ § 5 570 3 3 99
PIXED iICHARGES: s - s mino von s 55 st 6 8% 5655 5 8 50506 § 5 B S5 5 55 £ £ 8 S 8 8 5 345 8 § 4 B8

INCOME BEFORE FEDERAL INCOME TAXES.........................
PROVISION FOR FEDERAL INCOME TAXES...........................

NET INCOME—In conformity with I. C. C. accounting rules
DIVIDENDS 'DECLARED x ; i« 5o 1 5 5 557 8 5 5155 5 § 5676 5 5 B#0 § 8 599 § § % 545 9 ¢ % o 6+ 53

48.599, of capital stock of the C.B. & Q. owned by Northern Pacific Railway Company.

SPOKANE, PORTLAND &

Aberdeen, Wash. — H. J. Bond, General Agent
Union Station — Phone LEnox 2-2140

SEATTLE RAILWAY COMPANY

CONSOLIDATED STATEMENT OF INCOME
FOR THE YEARS ENDED DECEMBER 31, 1963 AND 1962

AVERAGE MILEAGE OPERATED..... ...t
RATEWAY REVENUESY : s s s e s 00 s s s 5 5 650 5 6 i @ o 6 sosus s a & 0news o oot o0 o
RAILWAY EXPENSES: 5 ¢ o5 s 5 surs s s 59 5 068 € 90605 5 5000 §5 608 8 £ € 069 5 75 578 5 3 953

Net operating MCOmME: . .« « sawe s s ams 5o 5auw o8 o s §5me s s 5o 5 o0 816 0 § & 55
OTHER INCOME. . . . o e
OTHER. BXPEINSES!. ;i 5 5 susvs s 5 e o 5 wnacs: s o s o 5 wsoist 5 & 5sma 5 0 o 5 0 o wosiao @ 10 ki = 0

Total INCOMIC . ; w5 ¢ « smis 5 v 5 55 8 o 5554 ¢ 5 5 559 8 & 5650, 5§ Fows 6 3 Srsies & & e & 5 ¢ w7
FIXED: CHARGES sisnm: s 5t 55 5625 5 0% 5 5 50580 £ 5 5 856 £ 5 64080 § § 008 £ § GRE6E 5 56 £ 5 3 566

INCOME BEFORE FEDERAL INCOME TAXES.........................
PROVISION FOR FEDERAL INCOME TAXES...........................

NET INCOME—In conformity with I. C. C. accounting rules . ...............

509 of capital stock and bonds of the S.P. & S. owned by Northern Pacific Railway Company.
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1963
936
$ 38,135,303
33,923,747
4,211,556
701,378
99087
4,856,997
__Z.521.504

2,535,393
338,440

S 2,196,953

Missoula, Mont. — Richard Roth, General Agent
Northern Pacific Station — Phone 543-3161

1962 Atlanta 3, Ga. — J. A. Marshall, General Southeastern Agent New York 20, N.Y. — W. C. Havens, General Agent
1313 Healey Bldg. — Phone JAckson 4-8119 J. R. Patterson, General Freight & Passenger Agent
630 Fifth Avenue — Phone Clrcle 6-4053
Billings, Menf — D. J. Powers, General Agent
crease N.P. Bldg., Montana Ave. — Phone 259-4521 Oakland 12, GCcI.C — J. lvé cll{rismgx}:l, General Agent
1962 e 11 Central Bldg. — Phone 451-8717
(DeCteas ) Buffalo 3, N. Y. — George A. Holm, General Agent
8558 (11) 601 Ellicott Square — Phone TL 4-6822 Omaha 2, Nebr. — A. G. Anderson, General Agent
’ 309 W.0.W. Bldg. — Phone 341-7177
Butte, Mont. — K. A. Knutson, General Agent
$292,012,517 $(1,510,717) Northern Pacific Station — Phone 792-2520 Pasco, Wash. — H. P. Wohld, Dist. Freight & Pass. Agent
- g . " - L it Dewt Northern Pacific Station — Phone LIberty 7-3244
264,084,919 2,538,804 cago 3, lil. — H. F. Compton, General Agt., Pass. Dept.
tot ( e fivgaiw(:?gﬁ‘:tltcekiaﬁisét' F?ﬁ%};;te'ryffgﬁcnﬁﬂags%s Philadelphia 9, Pa. — R. W. Thoemke, General Agent
27,927,598 1,028,087 . Room 926-7, 123 So. Broad St. — Phone Klngsley 5-0181
Cincinnati 2, Ohio — M. F. Connor, General Agent Pittsburgh 22, Pa. — Carl A. Schelly, General Agent
4,292,319 86,551 1409-10 Carew Tower — Phone 241-5938 608-9 Park Bldg. — Phgne ATlantic 1-0306
Cleveland 13, Ohio — L. A. Gindling, General Agent Portl —A.T. . . Dept.
619,743 (174,443) 1334 Term. Tower Bldg. — Phone MAin 1-2846 ortland 4, 353’5?"“7. eﬁl ngicgﬁo?xinéﬂiﬁ%ezﬁ 3}>1ass ept
W. D. Miller, General Freight Agent
31,600,174 1,289,081 Dallas 1, Texas — G. J. Adamcik, General Agent 707 American Bk. Bldg. — Phone CApitol 7-0423
1009 Kirby Bldg. — Phone Rlverside 7-7872
7,599,624 46,921 St. Lovis 2, Mo. — H. J. Spence, General Agent
Denver 2, Colo. — S. F. Fitzpatrick, General Agent 919-922 Boatmen’s Bk. Bldg. — Phone GArfield 1-3280
24,000,550 1,242,160 702 Ry. Exch. Bldg. — Phone 244-3743
3 587.646 287 416 Detroit 26, Mich. — Walter Westman, Gen. Freight and Pass. Agent it Penl2, Mll_;l(;lt.ei—s{-.[.Pfgh(llo_ttgx}llhg:xé%x;!’_%gent. Eus Depk.
! ! L 810 Lafayette Bldg. — Phone WOodward 2-4934 . E. McCourtney, Asst. Gen. Freight Agent
Northern Pacific Bldg. — Phone 222-7773
$ 20,412,904 $ 954,744 Duluth 2, Minn. — T. O. Kirkvold, Asst. Gen. Freight and Pass. Agent
111 Union Depot — Phone RAndolph 2-8353 San mei’“o%ati.&l. _dDanliellg;ﬂinney’ genersatlegexlnl .
$ 12,812,902 —— Edmonton, Alta. — K. R. Rue, General Agent ) . g. — Phone SUtter 1-1078
JOROL. ADARTS 3k vz 0 — g GARdEn -4 Seattle 1, Wash. — R. W. Geierman, City Ticket Agent
Eugene, Oregon — J. E. Beckwith, General Agent fV(I)G JU rgglr:n%t:: eé;ggfr}fgga‘%gjsgz%t'
Cascade Bldg. — Phone 342-1271 200 Smith Tower — Phone MAin 3-5560
Everett, Wash. — C. H. Wilson, General Agent "
— i £ Spokane 4, Wash. — W. J. Riddell, General Agent
w631 Brosdway —Efione Algiine 82117 W. 221 First Ave. — Phone MAdison 4-5321
_— Fargo, N. D. — W. E. Taylor, Asst. Gen. Freight and Pass. s
= i N.P. BuildirYg—Phone ADams 5g-l’17544 Ast Tacoma 2, Wash. — G. Flynn, Asst. Gen. Freight and
Pagseng T Age .
Grand Forks, N. D. — R. W. Cran, General Agent Union Station — Phone FUlton 3-1428
Northern Pacific Station — Phone 774-9431
Toronto 1, Ont. — W. A. Lemon, General l?jgent T T—
Helena, Mont. — Herman Johnson, Jr., City Pass. and Ticket Agent Room C-29. Union Station — Phone Dire 3=
Northern Pacific Station — Phone HIckory 2-1660
Vancouver 1, B. C. — J. M. Richmond, General Agent -
Kansas City 5, Mo. — K. A. Trowbridge, General Agent Rm. 207, Stock Exch. Bldg. — Phone MUtua !
411 Board of Trade Bldg. — Phone VIctor 2-3141
Walla Walla, Wash. — G. B. Nelson, General Agent "
 DO— Lewiston, | d'{}' o — gt ‘t” Meclgﬁroth,sgeneraldAsg:eﬁg‘i Northern Pacific Station — Phone JAckson 5-074¢
nion Station — Phone SHerwood 3-
1962 (Decrease) Washington 5, D. €. — E. K. Kremer, DlStl‘lvaA Pass?nsggxé %gent
Los Angeles 14, Calif. — Spencer A. Jewell, General Agent 500 Shoreham Bldg. — Phone tiona
936 — Room 464, 610 South Main St. — Phone MAdison 7-2321
Winnipeg, Man. — C. C. Gardner, General Agent —
$ 35,526,186 $ 2,609,117 Milwaukee 3, Wis. — G. E. Thorne, General Agent Rm. 40 Trans-Canada Bldg. — Phone
! ! 913 Majestic Bldg. — Phone BRoadway 6-2815
33,015,812 907,935 Winston-Salem 1, N. C.— L. fi) MoePthst Il;";ei(gl;tlalnd Pass. Agent
— : Minneapolis 2, Minn. — J. A. Beatty, Asst. General Pass. Agent 1207 Reynolds Bldg. — Phone PAr
2.510.374 1.701.182 101 South 7th St. — Phone 339-4833
’ y L ’ J. D. Nankivell, Asst. Gen. Freight Agent Yakima, Wash. — J. H. Halvorsen, General Agent
. 607 Marquette Ave. — Phone 339-9146 Northern Pacific Station — Phone GLencourt 3-9151
659,891 41,487
B3.061 ge) VANCOUVER, B. C. WINNIPEG -
98 1,769,399 N N
%,083,3 5 5§ 2> NTERNATIONAL
2,370,946 (49,342) . : FA[[S
COLUMBIA MON ROOKSTQ Pimn.
716,652 1,818,741 g ; . \ N
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