IN THE
DISTRICT COURT OF THE UNITED STATES

For e Norruery District or IruiNos,

Easteryw Drivision,

Guaranty Trust Company of New]
York and Merrel P. Callaway,
Complanants, | In Equity,
against Consolidated Cause
Chicago, Milwankee and St. Paul | No. 4931.
Railway Company, et al.,
Defendants.

AND 1IN THE CONSTITUENT CAUSES OF SAID CQNSOLIDATED CAUSE,

FINAL REPORT OF RECEIVERS AND PETITION FOR
DISCHARGE.

Now come H. E. Byram, Mark W. Potter and Edward J.
Brundage, Receivers herein, and respectfully show to the
Court as follows:

By order of this Honorable Court entered March 18, 1925,
the undersigned werc appointed Receivers of the properfies
and assets of Chieago, Milwaukee and St. Panl Railway Com-
pany, with powers of receivers m equity, and on that date
they took possession and commenced the operation of the
railroad system of sald Railway Company.

On January 13, 1928, there was delivered to Chicago, Mil-
waukee, St. Paul and Pacific Railroad Company (hercinafter
called the Railroad Company), the assignee of the pur-
chasers of the properties of said Railway Company at the
sale held pursuant to this Court’s Final Decree of Fore-
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closure and Sale entered April 26, 1926, (hereinafter called
the Final Decree) a deed to said properties, in form approved
by this Court’s Decree Confirming Sale and Approving Deed
entered January 19, 1927 (hereinafter called the Decree Con-
firming Sale) and by this Court’s order entered January 11,

1928, duly exccunted by the Special Master and the other

parties therein referred to, including the Receivers. 'The
Railroad Company simulfaneously exceuted and delivered to
the Receivers a conuterpart of said Special Master’s Deed.
By said deed there were transferred to the Railroad Company
all of the railroads and other properties and assets formerly
of Chicago, Milwaukee and St. Paul Railway Company, in-
cluding all of the properties and assets in the possession of
the Receivers, and the Railroad Company agreed to pay and
discharge, in accordance with the provisions of the Fipal
Decree and of the Decree Confirming Sale, as part of the
purchase prize of the properties sold, all unpaid indebtedness
and liabilities of the Receivers contracted or inenrred in the
management and operation of the railroads and property in
their possession and to assume and discharge all obligations
of the Receivers under any existing executory leases and
contracts entered into, assumed or adopted by the Receivers.

On January 13, 1928, the Railread Company produced to
the Receivers an original counterpart of sald deed and imme-
diately thereupon, pursuant to Article Sixth of the Deeree
Confirming Sale, the Receivers delivered to the Railroad Com-
pany possession of all the railroads and other properties and
assets of every kind, character and description conveyed,
assigned and {ransferred by said deed and in their possession
and control, and thereupon {he Receivers did terminate their
operation and control of said railroad and other properiics.

From time to time during the receivership, the Receivers
have Aled herein their monthly reporils and accounts of re-
ceipts and disbursements from the daie of their appointment
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on March 18, 1925, up lo and including December 31, 1927,
There is attached hereto marked **Exhibit A™ the Receivers’
statement of reccipts and disbursements from December 31,
1927 fo and including January 13, 1928,

The Recetvers deem it proper that they should present to
the Court in this their final report & summary statement of
the general results, physical and financial, which have been
brought about daring the reeeivership in respect of the rail-
roads and property in their possession.

The Order of your Honorable Court to preserve the rail-
roads and property taken over in proper condition and repair
has at all times received earuest and caretul consideration by
the Recelvers to the end that the greatest advantage might
acerue Lo the property commensurate with the funds coming
inte their hands from time teo time from the operation of the
property. Mxpenditures chargeable to investment account
have been made solely for the purpose of reducing operating
expenses or inereasing revenue. All such expenditures have
been the subject of detailed study on the part of the various
local officers and approved by the general officers before re-
ceiving final-approval by either the Receivers or authoriza-
{ion of your Honorable Court.

The gross expenditures not including C. T. H. & S. E. By.
or C. M. & (. Ry. chargeable to investmenl account divided
between Road and Epuipment during the years 1925, 1926 and
1927 compared with the nine years preceding the Receiver-
ship are as follows:
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Year Road FEquipment Taotal
2 1 I $12,438,000 $ 5.906,000 $ 18,344,000
B L 7,874,000 3,982,000 11,561,000
YOIN e 7000, 106,000 IERHINCLY]
IH10 e e 8,179,000 17,509,000 25,738,004
B 1 P 347,000 B,207, 000 12,244 0030
33 P 2641000 ALY G543, 043
A s 2,279,000 10,6003, 000 124 887000
2 N 3.189,006 20,028,000 24,115,400
T S 2, 4150,000 2,050,000 5.01545,000
Toral 1916 to 191 inclusive. ... .. £50,111,00H0 FTHTTE,000 $129,589,004)
Average ol expenditores for

nige Fears preceding Reeeiver-

BRI o s F 3,008, (MK} F B.E064 000 £ 34,432,000
B2 O A.350, (00D 14,518,000k} 19,198, /KK)
31 3,550 (N0 (353,004) 5,203,008
A 03,3300 (WM) ERSERLLY 100,244 (MM}
Average 1923, 1926, 1927........ $ 5.0TT00 5 6,305,000 $ 11,852,000

* .I)z‘i-vmlhé'-r partly extimated,

That the funds coming into the hands of the Receivers
have been conservatively nsed in expenditures chargeable to
investruent account is shown by the comparison between the
average of the three years 1925, 1926 and 1927 and the nine
vears preceding the Recelvership, wherein the average expen-
ditures for the threc years for Road were $9,000 more and for
Equipment $2,559,000 less than the average for the nine year
period or a total of $2,650,000 less.

The number of units of equipment purchased and com-
structed since Receivership compared with the nine years
preceding Receivership, not ineluding the C. T. H. & 8. BE.
is as follows:

Steam Electric Freight Tralo Passenger
Year Locomotives Locomotives Cars Train Cars
2 1 . 3 2,132 .
1TMT e 1 7 2008 1
1618 e 50 .. 1,754 ..
1019 e 5 2 5,006H) 15
IH2Y e 2 15 Caees ..
1921 .. 29 .. e
D 23 5,743 ..
TS e 75 . 7821 ..
1924 e .. .. 643 ..
Total 1916 to 1924 Inel. .. 302 65 25,239 19
Averige per vear...o..... 34 i3 2,804 2
TO20 .. . 6,034 .
TY20 Lo 1 .. 10
B ¢ .. .. 1,006
Avernge 1925, 1926, 1927 ] 2,550 s]

b)

The steam locomotive purchased in 1926 was a second-hand
narrow gauge seenred from the Birmingham Rail and Loco-
motive Company.

The eslimate of Coverdale and Colpitts of the number of
units of equipment to be purchased during the years 1925 to
1927 are as follows:

Steam Electric Freight Train  Passcnger
Year Locomotives Locomorives Cary Truin Cars
1923 . .. e - .
192G .o .. .. 6,500
1927 40 .. 6,300

From the fovegoing it will be seen that the purchase of new
equipment by the Receivers has been considerably less than
the average for the period of nine years preceding Receiver-
ship and also than the estimate of Coverdale and Colpitts.

The numher of steam locomotives owned, their average
tractive effort and the number of revenue freight train ears
and their average capacity as of Dec. 31, 1924 and Dec. 31,

1927 are as follows:
Dec. 31,1924 Dee. 31, 1927

Stesm Locomotives Owned. .o 2089 1768
Average Tractive Effort (Pounds).,............. 36,487 39,1460
Hevenue Freight Traln Cars. ..ol 6,171 61,284
Average Capacity (TODB) ... 0ovvvwenrnrnniiaiinn, 421 43.4

While the number of steam locomotives has decreased 271
units due lo the retirement of obsolete light locomotives, the
Receivers have obtained a greater use from the locomotives
in service by running power through terminals instead of
changing. The adequacy of motive power has been main-
tained without resorting lo the purchase of new locomotives,
there having been 248 locomotives in serviceable condition
stored as of July 9, 1927, all of which were available for the
heavy fall business.

During the year 1927, 500 automobile and 500 stock cars
have been received from the car builders.

New rail laid during the years 1922, 1926 and 1927 in bet-

termenis and renewals compared with the nine years preced-
ing Receivership is as follows:
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1304 Kail 100 4 Rail DO# Rafl 854 Rall & Less Totnl
Lrack Track Travk Track
Toos Miles Tons  Miles Tons  AMiles Tortig Miles  Tans  Miles
4 578 LN 20,342 2143 4041 343 AROE1L 2779
184 203 3,450 59.8 21h6 IS4 13800 B85
4,978 ALY 10,681 Tho 846 7.1 165805 114.3
8,253 400 1:2.3m 876 10344 527 29,118 2109
4,521 2HR G945 45,1 872 81 12,5358 ]
1,934 123 11,457 R1.0 207 1.5 13,008 45
EM IRZ 0 12438 57.0 . 13,232 1061
1,785 114 32228 23745 103 A 24,113 2401
58 AT2 51418 2221 30 3 37,200 590
36.065  220.6 156,355 110564 1RG04 1532 211,024 1488
3005 15.1 13,030 821 1,850 128 17,0585 12440
10.548 371 A5240 2402 505 3R 43203 320
. 30 1 24055 1549 33,213 2348 L1} 5 57050 3002
................ 10,465 BLZ 41,170 2620 1.h08 10,7 115 9 53,208 3249
............ INA9G 513 6473 4830 60981 4947 (sl 2 157010 1037.1
Average 1925, 26, 27 24405 171 25455 1620 23,830 1649 > 1.7 52503 3457

= December partly extimated.

Puring the nine years preceding Receivership there were
laid an average of 17,585 fons or 124.0 track miles of new
rail in renewals or betterments a year, while during the years
1925, 1926 and 1927 an average of 52,503 tons or 345.7 {rack
miles a vear were laid.

FProjects Undertaken by the Receivers.

It is not possible within the seope of this report to mention
all of the projects undertaken by the Receivers either for the
purpose of improving the property, for reducing operating
expenses or to increase revenuc and therefore only the more
important ones will be dealt with.

New Yard gt South St. Paul, Miun.

Terminal facilities at 8t. Panl and Minneapolis were in-
adequate for handling freight traffic due to a restriction of
such facilities caused by a portion of the terminal property
at S{. Panl being required in the construction of the St. Paul
Uniou Depot and facilities. On January 1, 1925 the Railway
Company exercised an option for joint use and operation of
the lines of the Northern Pacifie Railway Company between
Si. Panl and Duluth resulting in an increase of {reight traffic.

-~
{

For the economical and efficient haudling of such freight
traffic this yard and facilities were constructed at a cost of
approximately $1,425,000. Trains entering St. Paul from the
South terminate their runs at this yard where they are broken
up and classified and cars for Minneapolis handled by trans-
fer trains. Savings in yard aund train operation are csti-
mated to amount to hetween $230,000 and $300,000 a year.

New City Ticket Office at Minnecapolis, Minn.

For a period of approximately five years preceding Re-
ceivership the Railway Company occupied premises on the
ground floor 25 feet by 80 fect on Second Avenue South near
Sixth Street, Minneapolis, which were used for its City Ticket
office. The rental for this space which is located four or five
blocks from the center of the retail distriet and not on street
of direct travel would have been $4,060 a year begiuning Sep-
terwber 1, 1925. Due to the location, benefits to which the
Receivers believed the Rallway entitled in view of its impor-
tance as a passenger carrier entering the City of Minne-
apolis, were not received., After a careful investigation into
the advantages from a passenger ftraffe standpoint and
renfal valnes, {he Heceivers concluded fo rent space in the
Hotel Radisson which is loeated in the heart of the retail
district and in close proximity to the prineipal thoroughtares
leading fo said retail district. That the change in location
was un advantageous one, is borne out by the ticket sales dur-
ing the firsl year of operation, wherein the increase was suffi-
¢ient in one year to pay the inereased rent for the entire term
of ten vears.

Busses for Transparting Employes of Bensenville, IHllinows
Terminal.
Two busses for earrving cmployves from Bensenville ter-
minal to Chicago replacing trains making eleven round trips
a day were purchased, resulting in a saving estimated to be
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about $2,000 a month of which $3,000 to $6,000 represents re-
duction in the Railway’s proportion of expenses of mainte-
nanee and operation of the new Union Depot, Chicago, I1L by
reason of eliminating the eleven trains previously run.

Branch Line to Hollandale Colony, Minnesola.

A branch line seven miles in length was cousiructed and
put in service during August, 1926, to serve about 14,000
acres of highly productive rcelaimed farm land in Freeborn
County, Minnesota. The cosl of constructing this branch in-
cluding side tracks, ete., amounted to about $175,000 ecxclusive
of right of way and grading donations and the station earn-
ings for the ten months ended May, 1927, were $91,405. The
gross earuings for the year 1927 were approximately
$114,000.

New Location for City Passenger and Ticket Office, New

York City.

After termination of Federal Control the Railway Com-
pany estabiished its passenger offices on the 15th floor of the
building at 42 Broadway. Owing to its location in the ex-
treme downtown district and the further disadvantage of
being on the 15th fleor, and therefore, not desirable or con-
venient for patrons, the Receivers have secured space on
Fifth Avenue near 45th Street for a peried of ten vears.
The new location is convenient to the leading hotels, pas-
senger stations and the mid-town retail district and is consid-
ered one of the hest locations in that city for passenger busi-
ness. While the new office has been but recently opened, the
inerease in tickel sales indicates the move to the new localion
will prove profitable. The location of this office, being on the
street level and at the corner of 3th Avenue and one of the
prineipal cross town sireets with windows overlooking these
streets, gives it great value for display advertising. Iull
advantage is being taken of this feature.

Elevator “E,” Milheaukee, Wisconsin.

On Junc 17, 1924, a wooden grain elevator at Milwaukee
owned by the Railway Company was destroyed by fire, ex-
cepting eonerefe storage tanks of a capacity of 600,000
bushels and remained unrebuilt as of the date of Receivership
although the storage fanks were under lease to Avmour Grain
Company at a rental of $250 a month. The lack of adequate
grain handling facilities at this point diverted a large ton-
nage of grain business which naturally would go to Mil-
waukee for lake shipment to eastern points which avoided the
expense, delay and congestion of handling through Chieage.
(irain originating in Wisconsin, Towa, Minnesota and North
and South Dakota delivered through Milwaukee yields the
same revenue as though shipped through Chicago with an
cighty-five mile longer haul. In addition, the terminal ex-
pense, belt line charges, return of cmpty cars, ete., of ship-
ping through Chicage is approximately seventeen dollars a
car. The Reccivers were obliged to pay large sums for
switching of cars of grain delivered to elevators located on
other railroads in Milwaukee. To overcome these disadvan- -
tages, the Receivers during 1926 caused the construction of a
new modern, concrete fireproof elevator with the mecessary
machinery, together with tracks and unloading facilities per-
mitting a eapacity of sixty cars per ten hours, which with the
concrete storage tanks not destroyed provides an approxi-
mate storage capacity of 1,300,000 bushels. The work cost
approximately $500000 and the plant complete has been
leased for a term of ten years at an adequate aunual rental
equivalent to a recasonable interest on the investment. By
construction of this plant the Receivers estimate gross reve-
nue from increased tonnage will amount to between $300,000
and $350,000 a year.
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New Pullman Equipment.

The Railway Company for many vears owned and oper-
aled its own sleeping cars and the Receivers for two vears
continned such operation. The sleeping cars used upon the
Railway’s two prineipal trains, the **Pioneer Limited’ op-
erated between Chicago and Minneapolis and the *‘Olympian™
running between Chicago and Seattle and Tacoma, were con-
structed many vears ago and, although of steel consirnction
were not as modern in style, equipment or furnishings as
sleeping cars operated on lines of competing railways be-
tween these points. In order {o maintain the prestige and
character of service on these trains, it was desirable thal the
cars should be of the latest fvpe and equipped with up-to-date
furnishings and conveniences. The Receivers were not in a
position to purchase or provide new equipment such as the
demands of travel require and entered into an agreement
with the Pullman Company to furnish new and modern equip-
ment for these tralus under arrangements similar fo those in
effect between it and carriers competing with the Railway.
The Pullman Company maintains the cars and supervises the
conduet of its employees. Had such an arrangement bheen in
effeet during the years 1924 and 1925 the Receivers wonld
have reeeived approximately $62,000 per annum in earnings
from these trains. Tt is estimated there will be a saving to
the Recelvers in respect of the eare and repairs of the cars,
inspection, wages, ete., of approximately $260,000 a year and
that with the advantage of the new equipment they will de-
rive as mueh, or greater, net earnings as they would have re-
ceived under the former arrangement without incurring the
cost of the investment. Another advantage is that the Pull-
man Company will furnish sleeping cars when required on
speeial occasions of increased travel, which the Receivers
were not it a position to furnish becanse their sleeping ecar
eqdipment was sufficient for only normal conditions of travel.
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The slecpiug cars formerly in service on these frains are
being used to replace all the wooden cars in service on other
trains, which would either have had to be rcbuilt al consider-
able cost or replaced with new cars. By this arrangement the
general character of the sleeping car service on the entire
railway has been improved.

Roller Bearing Fywipmend.

The new passenger equipment furnished by the Pullman
Company for use on the ‘‘Pioncer Limited’” and the
“Olvmptan’ each weighed approximately 12,000 pounds
more than ears formerly operated in these trains, due in part
to the interior construction being of steel instead of wood.
Owing to the additional weight and greater consumption of
steam for heating it became necessary either to use heavier
power or rednce the resistance of the train and continve in
serviee the same power formerly used., The power could have
been inereased by purchasing new locomotives. A rednction
of train resisfance could be obtained by applying roller bear-
ings to the new cars furnished by the Pullman Company. The
Receivers concluded not to ineur the cost of new locomotives,
but to install roller hearings on all the new cars furnished by
the Pullmau Cempany. In addition to the cars furnished by
the Pullman Company roller bearings have been applied to
the cars of the Receivers operated in these trains.

The estimaled savings cffected by reduced train resistance
through installation of roller bearings making possible the
handling of these traing without purchasing new locomotives,
together with the reduction and consumption of fuel and
lubricants will be sufficient to pav for the roller bearings in
slightly more than two vears. A large amount of favorable
comment has been received for the progressive step taken by
the Receivers in being the first to equip a complete trans-
continental irain with roller bearings.
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City Ticket Office, Chicago, Ilinois.

Prior to Federal Contral the Railway Company maintained
a cily ticket office in the Marquelte Building on the north side
of Adams Street between Clark and Dearborn Streets. Dur-
ing Federal Control this office was discontinued and space
was assigned the Railway Company in the consolidated tieket
office in the Insurance Exchange Building on Jackson Boul
with other competing railroads operating in the Northwestern
and Western Territory. The experience of the passenger offi-
cials in other cities where city ticket offices have lLeen taken
out of consolidated offices and esiablished in separate loca-
tions has been thal it is more advantageocus for passenger
business to have separate ticket offices. The Receivers con-
sidered a number of possible locations and decided to locate
a separate ticket office en the ground floor in a new building
at the corner of Clark and Monroe Streets which is in a highly
improved section of the loop district and reasonably near
some of the larger hotels and retail district. The lease is for
a term of fiffeen years and, while the annual rental is ap-
proximately $28,000 a year more than the cost in the con-
solidated ticket office, it is estimated the inerease in ficket
receipts will be not less than $150,000 a year. In addition,
the office which overlooks both streets provides a valuable
means of display advertising. The window display has re-
ccived notice by national publications.

Gallatin Goleway to Yellowstone Park.

Yellowstone Park, situated in the northwest corner of the
State of Wyoming and a eonsiderable distance south of the
maiu line of the Railway, has not been available for solicita-
tion of passenger business by the Receivers for {he reason
they had no arrangements by stage route or other for trans-
porting passengers to and from the Park. For many years
the Northern Pacific, Gnion Pacific and Burlington, compet-
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ing lines, have had such facilities with the result that the
Railway was unable to participate in the tourist travel to the
Park, which has grown to be a large and important business.
During 1926 {he Receivers made arrangements to open a
highway route hetween Three Forks, Montana, and the West
Yellowstone entrance to the Park, a distance of approxi-
mately 117 miles. Althongh such arrangements were not per-
foeted until Angust 1, 1926, the Receivers iransported necarly
1,500 passengers in and out of the Park during the 1926
scason. In order to develop this new business to the fullest
extent, the Receivers, during the carly part of 1927 recondi-
tioned the braneh line ruuning southerly from Three Forks,
Montana to Gallatin Gateway, formerly Saleaville, Montana,
approximately 32 miles, built a combined hotel and station
facilities at Gallatin Gateway includivg terminal facilities
and on June 17, 1927 opened the new route to Gallatin Gate-
way by rail and to the Park via the Gallatin Canyon by
motor coach. By providing rail transportation to Gallatin
Gateway, the motor coach journey is shortened through an
uninteresting counfry fromea scenie point of view, and a betler
division of the revenue made with the motor coack line. This
route has heen extensively advertised and the response from
the traveling public has been generous, the travel to and from
the Park during the 1927 season being in excess of 5,000
passengers. In addition to the revenue gained from this new
business, the Receivers are now able to actively compefe with
other carriers for Coast travel where the passengers desire
to make a side trip to Yellowstone Park.

Tetegraph and Telephone Manifest System.

For some vears the telegraph and lelephone facilitics of
the Railway have been inadegnate to take care of the require-
ments of train operation and provide prompt reperting of
e movement of loaded frelght through certain designated
stations as emploved by other competing carriers, This serv-
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1ce, whieli is given in response to inguiries from shippers re-
garding movement and loeation of loaded freight, ts highly
mmportant and the Receivers have been at a diggdvantage in
this respect.  During the vear 1928 there &: eompleted
additions and improvements to the telegraph and telepbone
facilities which will enable the Railroad 1o furnish as good
if not better serviee of information regarding ear movements
as its competitors. These improvements and additious will
also greatly facilitate the movement of trains, secure greater
sufety and reduce the expense of dispatching. It is esti-
mated an annual payroll saving amounting to $20,000 can be
made by the elimination of many relay operators.

Advertising Campuaign,

The Receivers inereased materially the advertising appro-
priation for the years 1925 and 1920 over prior vears, For
the vear 1927 it was decided that more definite action was
required and the services of one of the largest advertising
firms were obtained to plan a campaign for the vear 1927.
Several members of this advertising firm traveled over the
entire railroad and obtained first hand information from
husiness men, farmers and others regarding the conditions
in their communities or regions and obiained the benefit of
the views of these men regarding the industrial and agri-
cultural opportunities, seenic attractions, ele. from an ad-
vertising standpoint.

The advertising campaign for 1927 has taken the form of
regional advertising in magazines, passenger advertising in
magazines and newspapers and eolounization advertising in
farm journals and weekly papers.

Heglonal advertising is a depariure from the usnal rail-
road practice but is considered desirable for the following
reAsons !

. 1. Tt cements relations between the Railway and the
residents of the various regions thus exploiled.
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2. It henefits from a traffic point of view by develop-
ing iuquiries from residents or other parts of the coun-
try who might wish to travel to or establish themselves
in the various scctions adveriiscd. _

3. It is effective in developing Good Will by showing
that the Rallway is a progressive carrier m a counlry
of great resources.

The results thus far in 1927 have been quile satisfactory.
Business men and other residents of the cleven regions freated
separately have bheen generous in the commendation of the
program. Tt is diffienlt to ascertain definitely the financial
benefits which have accrued for the reason that travelers and
others who patronize the Railway because of its atiractive
advertising do not in all cases make mention of it when huy-
ing tickets or making olher inquiries,

In addition to the increased patronage due to adverlising
its greatest value, however, lies in retaining the Goed Will
of the public.

Electrification Black River to Seatile.

Prior to July 5, 1927 operation of the line from DBlack
River to Seattle, a distance of 14.3 miles, had been by steam
which necessitated the changing of power at Black River.
This form of operation was not only costly but caused delay
to trains entering and leaving Seattle and Tacoma. During
1927 two iracks for passenger frain operafion and three
tracks in the Union PPassenger. Station at Seattle have been
electrified. . The estimatied saving will be about 11.6 per cent
after allowing inferest on the investment., In addition to the
money saving, there will be a saving in time of approxi-
mately twenty minutes a train on passenger itrains handled
into Scattle and Tacoma, By electrifyving this short piece
of track ecleciric operatiou is definitely established inte
Heattle,
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Water Treatment.

From AMareh 18, 1925 to December 31, 1927 there have becn
twenty-six water softening plauts placed in operation at costs
approximating $10,000 each. This is at a greater rate of con-
struction than prior to receivership as the benefits to be ob-
fained from treating water have been more fully demon-
strated. It Las been the experience on the Rallway that the
savings in maintenance and operation of locometives have
paid the cost of construction of water softening plants in ap-
proximately one year. Duc principally fo the treatment of
boiler water, the mileage of locomotives between boiler fail-
ures on the road has inereased during receivership from ap-
proximately 300,000 miles to 1,500,000 miles wlich is ample
evidenee of the wisdom in continuing the treatment of hard
water. There have been nine additional plants constructed
in territories where the waters are only moderately hard
aud boilers can be kept ¢lean by treating with soda ash. At
points where soft water could be procured from the ground the
Receivers have drilled and equipped seventeen deep wells
thereby substituting waler equally as good as treated water
for the hard and dirty water formerly obtained from rivers.

Shop Tool and Power Plant Machinery.

Tlie purchase of new labor saving, shop tools and power
plant machinery has been increased during the period of re-
ceivership as the saving in operaling expenses hy the use
of modern tools and machinery yields a high return on the
investment.  In addition to the bencfits obtained from the
use of the new purchases, the tools and machinery replaced
have been uged to good advantage by relocating them at
points where lighter work is done thereby reducing the cost
of labor at these points,
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The cost of new tools and machinery purchased during
the years 1022 1o 1926 inclusive is as follows:

Average Average
1922 1923 1924 1922 o 1924 1425 192G 1925 and 1926
75,020 F126,831  S101,45% F101,107 2219514 340504 SRI0.S04

Figures for 1927 are not yet available.

Development of dgriculture and Industry.

For a number of vears agrieulture in the ferritory served
by the Railway particularly in the Northwest has been in a
state of severe depression due to erop failares, low prices,
ete. combined with a Jack of Knowledge of diversified and
other modern methods of farming. With a view of assist-
ing the farmer along the lines of the Railway to overcome
these unforfunaie conditions within their control, {he Re-
ceivers have expanded {he previously existing industrial de-
partment into a larger and better equipped one for the work
to be done. Instructors and lecturers are seut into the field
with exhibition cars which are welcomed by the farming com-
munities. Their time has been devoted largely fo the de-
velopment of the dairying industry, improvement in the
grade of live stock, diversification and rotation of erops and
the advanfages to be gained by the use of power machinery.
A large amount of power machinery is being purchased by
farmers along the line thereby inereasing their unit produc-
tion. Dne to the use of this new and improved power ma-
chinery thousands of acres of new land are now being put
under caltivation. With such a large territory to cover the
progress must of necessity be slow, but there is ample evi-
dence of the awakening of tlie Northwestern farmer Lo the
advantage of diversification and improved farming methods.

The industrial growth in the tervitory served by the Rail-
way has been fairly satisfactory. The most notable develop-
ment perhaps is the growth of the paper and pulp indnstry
in the Pacific Northwest which seéms to indicate now that
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much of the wood pulp used by Wisconsin manufacturers
will eventually come from the Pacific Northwest, thereby
adding a uew product for the western lines for movement to
the paper mills in Wisconsin Territory.

General,

The receivers regularly have met in conference to discuss
the matters in their charge and relating to the property.
During most of the period covered by the receivership, meet-
ings and conferences have been held weekly and all matters
of major importance have received the consideration of all
three receivers.

During the receivership there was a change in the chief
oflicials at the head both of the traffic and transportation de-
partments and a substantial rearrangement and readjust-
ment of the personnel of those departments have been made.
The trafic department was the subjeet of special study and
consideration by the receivers, who concluded that that de-
partment was not properly organized when the property
went into the hands of the Receivers. The Chief Traffic Of-
ficer appointed by the Receivers was called upon to submit
a plan for a change and enlargement of the personnel and
a snbstantial change and enlargement was made. The Re-
cervers are satisfied that such changes had a very important
and very favorable traffic bearing sufficient to far more than
justify the expausion and inereased expense involved.

The dockets which were before the Receivers at their va-
rious conferences show that during the receivership particu-
lar consideration bas been given by the Receivers to 1287
matfers brought hefore them for their consideration.

" During the same period 1953 authorities for expenditure

involving particular work and expenditure were acted upon
by the Receivers.
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The total amount invelved in such A. F. E.’s was up\yards
of $23,300,000.

The matter of purchases has reeeived special and care-
ful consideration by the Reeceivers, who put in a system de-
sigmed to bring to their attention all proposed expenditures
to be made in the ordinary course in the purchase of ma-
terials, supplies, ete., before the cxpenditures were made.

The total operating revenues during the receivership to
December 31, 1927 have been $453,053,608.

For the same period the operating expenses have been
$363,393,899 and the net operating revenues have been $90,-
161,709.

Taxes have been approximately $24,992,000.

The income from the operations of the property was suf-
ficient to pav all interest on undisturbed obligations, meet
all maintenance expenditures and expenditures for additions
and betierments and other current obligations. It was not
necessary to issue any Receivers’ notes or create new obli-
gations with the exception of those issued for the purchase
of new equipment.

Operaling Expenses.

Expenditures in connection with the operation of the Rail-

_'way have also received the careful attention and study of the

Receivers. A comparison of the pounds of coal consumed
per 1,000 gross ton miles in steam freight road operation
during the vears 1922, 1923 and 1924 with ihe years 1925,
1926 and 1927 is as follows: '

Combined years Combined years
192-1023-1924 1925100051827 Raving
178 poututs 153 pounds 23 pouwmds

Ag the average gross ton miles for the years 1925, 1926
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and 1927 were 28,790,285,000 the saving iu coal consumed
based on 23 pounds per 1,000 gross ton miles was 342,588
tona. The average charge out price of coal for the same
period was §2.6473 a ton, resulling in an annual saving of
fuel eonsumed during the years 1925, 1926 and 1927 over the
average of the years 1922, 1923 and 1924 of $506,933 for
steam freight road operation only. A similar saving in pro-
portion to fuel used during 1925, 1926 and 1927 for pas-
senger and vard service amounted to $623,317 a year, or a
total estimated saving of $1,530,250 a year.

The following additional operating statistics show the re-

sults obtained :
1997 1923 1084 1925 1926 1927

Gross tons per traio......... 1,364 1,431 1,523 1,630 1656 1,703
Miles por car day. . ... ... 6.5 e 5.8 263 304 E
Nel toms per o trabt. ...l 626 135 650 714 712 TR
Cars per train. ... 35 4} 42 45 443 48

Net ton miles per tralo bour. . 707G 7,209 7510 5531 S740 9131
Gross ton miles per teain bour 15,433 16,107 17492 19473 20337 21364

Car miles per train hour. ... 427 447 481 D35 3 D581
Train miles per teain bour. . 11.3 i1.3 11.5 11.9 123 12.5
Miles between lovomaotive fall-

L1 T 25111 56,739 60,513 64,200 75062 B4501¢

* First eleven months of 1927,

Officers and Employecs.

A report of this nature would not be complete without
reference being made to the efficient and loyal support given
by the officers and employees duriug the period of receiver-
ship with its attendant discouraging conditions. The Re-
ceivers gratefnlly acknowledge the splendid work done and
the eo-operation received, which have contributed in no small
measure {o the results obtained.

Wuoseeroks, the undersigned Reccivers, having fully ac-
counted {o the Court for all their acts as Receivers, pray
the approval by the Court of their said acts and thal an or-
der may be entered hercin finally discharging them as Re-
ceivers herein and releasing their sureties from lialility on
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{heir bonds, and for such other order as may be proper and
according to equily.

Recetvers.

General Counsel for Recetvers.
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StTate oF Irnixols,
Couxty oF Conk.

M/JD <, being first duly sworn, deposes

and says thal Lie s one of the Receivers named in the fore-
going Report and makes this Affidavit on behalf of all of
suid Receivers; that he bas read the foregoing Report and
knows the vontents thereof, and that the same is {rue to the
best of his knowledge and belief.

Subseribed and sworn to before me this /j,ﬂ_ﬂ day of
Fobrnary, 1928.
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EXHIBIT A
CHICAGO, MILWAUKEE AND 8T. PAUL RATILWAY.

H. E. Byram, Mark W. Potter and Edward J. Brundage, Feceivers.

Financial and Accounting Departments.

Cush Report for the period Japuary 1st to 13th, inciugivc, 1923,
Chicago Treasurer snd New York Office Combined.

Showing eeparately the Receipts and Dishursements applicable to the Accounts prior
and subsequent o date of Receivership.

January lst to 13th, inclusive, 1928

Balance January lat:
Johr Dickie, Tressurer. .. ........cccvenvnron
New York Office. . ... . oot

Recefpts from January lst to 13th, inclusive
Agents and Conductora. ... ... ... .o
Other Companies Traffic and Car Service Balances
Other Companies and Individuals. ........ . ..
American Kailway Express Co. ... ......... ...,
Deposit by General Agent, New York.. ........
Miscellanecus Interest, ete. . ... ... ... ... ...
United States Trust Co.—Amounts deposited in

lieu of Mortgaged property sald—Returmed. ...
Income from é,curitlea Owned.. . .. .....-....
Transfer of balance of Treasurers Special Fund for
payment of Officers Payrolls from Warking
Funds to Cash....... .. e
Transfer of balanee of fund of Samuel Greengard,
Cashier, Seattle, from Working Funds to Cash.

Total Receipts. ... ...t

Receivers lor

Caorporate Receivers
Account Account

Total

$ 6,457,830.11
2/454.222 67

$ 8,012,052.78

117.86  $6,021,903.97
. 32,008.18

% 6,922,081.83
32,936

23,60 32, 1936,
232202 331,%03.77 334,196 79
1188498 .. ..., 11,884.98

............ 11,720.79 11.720.79

............ 14,305.99 14,305.99
35471.65  151,242.60 186,714.34
+ 820,00 6.520.03 5,700.03

........... 1,014.73 1,914.73

........... 126,988.93 126,088.93
$40,005.11 $7,5090,369.08 § 7,648,374.19

$16,560,426.97
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Disbursements from January 1at to 13th, incl.

Vouchers:
General
Taxes—Wisconsin.
4 Idaho
@ Missouri. |
“ Michigan S
“ Montana., ... .. . ... ...

Total Vouchers
Payrolls—(General
Eer Companies Traffic and Cac Service Balances
Stat.lon Agents Drafts. . . R
Other Companies and Indludual.s

Interest on Funded Debt . . ... .. _........ ..
Jorporate:
United States Government
Note. . ........ ........... $ 300,000.00
uipment Trust Certifieate'G" 742.50
Milw. & Nor. R. . First Mtg.
Bonds.......... ... . .. ... 202.50
Milw. & Nor. R. R. (,onsol
Mtg. Bonds ... .. ... ... 1,620.00
General Mortgage Bonds. .. ... 1,743,963.75

Ten Year Gold Bonds of 1924 . 388,140.00

Cowlitz, Chehalis & Caseade Ry. General and
Refd. Gold Bonds purchased at par ingluding
aocrued interest .

Checks to General Agent, New York.. ..., ... ..

Salaries, Expenses, Rents, ete., New York Office .

Total Disburseraents. . ... ... ... ..

Balance January 13th, .
Treasurers Account, Chicago. ...
Cashier-— Seattle, Wash

N. Y. Office-—8ou. District of N.Y. 16,458.76
N. Y. Office~Nor. District of 1. 180, ,284.06
8,141,392.35

Chicago, Illinois,
February 11th, 15928,
*Due to adjustment of previous reports.

January Ist to 13th, inclusive, 1928

Receivera for

Corporate Receivers
Account Account Total

$7.519.817 $1,348,106.95 § 1,356,025.76
11.60 23.65 35.25
122,937.01 122,937.01
........... 88,422.77 28,422.77
77492 774.92
26,677.14 26,677.14
$ 703141 $1,586,942.44 $ 1,564,873.85
P, 3,210,574.90 3,210,574.90
*500.68 426,670.24 ,178.58
___________ 317,852.49 317,852.49
63,245.99 354,344.27 417, 580.26
2,434,6658.75 ......... ... 2,434,668.75
4,006.00 4,006.00
............ 11,720.79 11, 120,79
1,569.00 ,569.00

$ §,419,034.62
$ 8,141,392.35




