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TO THE STOCKHOLDERS
OF THE

CHICAGO NORTH SHORE AND MILWAUKEE
RAILROAD COMPANY

There is submitted, herewith, the annual report of the Chicago
North Shore and Milwaukee Railroad Company for the year ended
December 31, 1932.

In order that this report may be in form which is readily com-
parable with reports for preceding years, the result of operations
by the Receivers from September 30, 1932 to December 31, 1932
has been combined with the operations during that part of the
fiscal year which preceded the appointment of the Receivers.

The Year’s Business:

Severity of the continued business and industrial depression in
1932 resulted in a further marked decline in both passenger and
freight business with a corresponding decrease in revenues. As a
result, earnings were reduced to the extent that the Company was
unable to meet its financial obligations.

Total revenue from railway operation was $1,327,857 less than
in 1931. Operations for the year resulted in a deficit of $377,963,
compared with gross income available for return on the investment
of $635,636 the previous year. This unfavorable showing was made
despite the fact that operating expenses were reduced $789,369.

Many economies were effected during the year including a
further reduction in salaries, wages and personnel, resulting in a
decrease in pay roll of $621,588, compared with the previous year.

Receivership Proceedings:

On September 30, 1932 the American Brake Shoe and Foundry
Company, to whom the Company was indebted for materials
furnished, filed a bill of complaint in the District Court of the
United States for the Northern District of Illinois, Eastern Division,
alleging the inability of the Company to meet its matured and matur-
ing indebtedness and requesting the appointment of Receivers to
take charge of the assets of the Company and operate the property.
The Company admitted the allegations made in the bill of complaint
and the Court thereupon appointed Mr. Albert A. Sprague and Mr.
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Britton I. Budd as Receivers and they immediately took charge of
the property and are now operating it under direction of the Court.
Reconstruction Finance Corporation Loan:

In order to meet interest payments and other maturing obliga-
tions, the Company, on February 20, 1932, made application to the
Reconstruction Finance Corporation for a loan which was approved.
The proceeds, $1,150,000, were received on June 29, 1932. As
security for the loan the Company pledged $2,056,000 of its First
and Refunding Mortgage 5% per cent Gold Bonds.

Financial Operations:

To provide for refunding the $2,000,000 three-year 6 per cent
gold notes maturing April 1, 1932, the Company, in accordance
with a plan submitted to, and accepted by the holders of the notes,
secured authority to issue in exchange, eighty per cent of the prin-
cipal amount, or $1,600,000 in three-year 7 per cent income gold
notes and to pay twenty per cent of the principal amount, or
$400,000 in cash. At the close of the year, $1,915000 principal
amount of the three-year 6 per cent gold notes were refunded in
accordance with the plan.

First and Refunding Mortgage 6 per cent Gold Bonds in the
amount of $428,600 and First and Refunding Mortgage 5% per
cent Gold Bonds in the amount of $60,600 were acquired and retired
during the year through the operation of the Sinking Fund.

Equipment Trust Certificates to the amount of $96,400 were
retired.

Maintenance of Property:

The property of the Company including the rolling stock has
been maintained in a safe and efficient condition throughout the
year.

Certificate of Audit:

On the following pages will be found the certificate of audit of
Arthur Young & Company, Certified Public Accountants, with ap-
pended consolidated Corporate and Receivers’ statement of Earn-
ings and Expenses, Income Statement, Statement of Surplus Ac-
count and Balance Sheet.

By order of the Board,

Brrrron I. Bupp,
President.



cane aopress “armivouns-  ARTHUR YOUNG & COMPANY

NEW YORK

CHICAGO ACCOUNTANTS AND AUDITORS
DETROIT
PITTSBURGH
ik 1 NORTH LA SALLE STREET
EE
b cHicago February 17, 1933.

DALLAS

LONDON, ENG.
PARIS, FRANCE

Messrs. A. A. Sprague and Britton I. Budd, Receivers,
Chicago North Shore and Milwaukee Railroad Company,
Chicago.

We have audited the accounts of Chicago North Shore and
Milwaukee Railroad Company (in Receivership) and its Sub-
sidiaries for the year ended December 31, 1932. Company bonds
reacquired are stated at par value and investments in and advances
to other companies are stated at estimated value at the date of
Receivership. Contracts, notes, accounts, etc. pertaining to trans-
actions in real estate are stated at face value. Provision was made
during the year for Retirement Reserve for equipment in the
amount of $203,356.08 as determined by the Company. No provi-
sion was made for Retirement Reserve for other property. Interest
has not been accrued on Income Debentures amounting to $150,000
for the year 1932 and $300,000 in total to December 31, 1932. Sub-
stations and facilities having a book value of $1,719,061.84 are
under lease for the period from December 31, 1928 to December 31,
1958 at an annual rental of $180,656.04, at the expiration of which
title is to be relinquished to the lessee. An Annuity Trust Fund
created for the retirement of this property was dissolved during the
year and the funds therein returned to the Company. No provision
has been made for the amortization of the leased property.

Subject to the foregoing, the annexed Consolidated Balance
Sheet and Income and Surplus Accounts, in our opinion, set forth
the financial condition of the Company at December 31, 1932 and
the results of its operations for the year ended that date.

Gnidst .

Certified Public Accountants.



CHICAGO NORTH SHORE AND MILWAUKEE
RAILROAD COMPANY (IN RECEIVERSHIP)

AND SuBsIDIARY COMPANIES

Consolidated Income Account
For the Year Ended December 31, 1932

OPERATING REVENUES:
Passenger and Special Car. .
Freight and Express..
Miscellaneous

$2,734,382.84
.. 682299.40
436,854.21

$3,853,536.45

OPERATING EXPENSES:
Way iand SIXHCHITES .. 75 0 onl cs s ot staion $ 392,920.30
Equipment (including Retirement Reserve for

Equipment of $203,356.08) 484,105.73

Powerin mimsisk . 5. 496,508.75

Conducting Transportation 1,561,968.15

Traffic and Advertising. ... 131,401.19

General and Miscellaneous .. 1,014,781.61

——————  4,081,685.73
NET REVENUE—RAILWAY AND MOTOR COACH

OPERATIONS " (DEEICIT) i . et senvinmnsionsenaenns $ 228,149.28
NET AUXILIARY OPERATING REVENUE (DEFICIT). 596149
NET REVENUE FROM OPERATIONS (DEFICIT)...... 234,110.77
TAXES ASSIGNABLE TO RAILWAY OPERATIONS.... 349,442.60
OPERATING: EOSS. . ioiinisislnsmesiss st eotsiaiioss $ 583,553.37

NON-OPERATING INCOME:
Rent received under Lease Contract covering property to
which title is to be relinquished at expiration of lease....$ 185,056.08

Miscellaneous 20,534.01
_ 205,590.09
GROSS INCOME (DEFICIT) ...uuuuuvenensesisenes $ 377963.28
OTHER DEDUCTIONS:
*Interest on Funded Debt... .$1,163,143.99
Interest on Unfunded Debt. 38,483.93
Amortization of Discount an 48,390.76 £
Miscellaneous Debits............ . 45,690.63
————  1,295,709.31
NET LOSS FOR THE YEAR, BEFORE PROVIDING FOR
AMORTIZATION OF PROPERTY UNDER LEASE AT
THE EXPIRATION OF WHICH TITLE IS TO BE
RELINQUISHED .05 s - «onosnaisialsiaicrnicianissvosssons $1,673,672.59

* Does not include unpaid Cumulative Interest for the year on Income Debentures in the
amount of $150,000.
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CHICAGO NORTH SHORE AND MILWAUKEE
RAILROAD COMPANY (IN RECEIVERSHIP)

AND SUBSIDIARY COMPANIES

Consolidated Surplus (Deficit Account)
December 31, 1932

SURPLUS, DECEMBER 31, 1931.. ... 0. 00 S0t us s $ 226971.72
App: Discount on Funded Debt reacquired................... $ 759,768.28
Net Profit oh Sale of Real EState. . . vevessssssoasss s 85,251.31

Reserve for Retirement Fund, for property under lease to
which title is to be relinquished at expiration thereof,

returned to Surplus on dissolution of Trust Fund. 38,920.98

Contribitions: for EXteniions ss. «iseoio i 11,952.94

Miscellaneous Credits.........ccveueeineeneernerennenss 9,337.34
_ 905,230.85

$1,132,202.57

Less: Adjustment of Investments, Notes, etc. to estimated value

at date of ReceivershiD. . ciiit iiiicoeenin o orae $1,297,962.49
Appropriation to Reserve for Bad Debts and Accounts
R Fur e d B it A o i B B e R A R 94,284.64
Preliminary Expenses in connection with proposed new
cofistructon letc. iWEten "Off . cr ) o oo saoie st s s e 50,330.45
Miscellaneous Debits 22,757.28
Net Loss for the Year 1,673,672.59
—  3,139,007.45
SURPLUS (DEFICIT), DECEMBER 31, 1932.............. $2,006,804.88



CHICAGO NORTH SHORE AND MILWAUKEE
AND SUBSIDIARY

CONSOLIDATED BALANCE

ASSETS
INVESTMENTS:
Road and EQipiient. .. . oo oisiosisisassosassaiase e $43,508,629.95
Property Leased (Substations and Facilities) .. 1,719,061.84
Sinking Fund—Cash......cooveiieieeneenannns 1,174.66
Other Property not used in Operation, at Cost.......... 381,378.39
Contracts, Notes, Accounts, etc. pertaining to transactions
in Real Estate, iat face value 4. 5 voehweis D St nio 100,736.75
Other Investments at estimated value at date of Receivership 92,080.22
——————— $45,803,061.81
SPECIAL DEPOSITS:
Deposit in Escrow—To purchase bonds of the Company
to be pledged under Collateral Loan.................. $  38727.00
Deposit in Trust—Income from which is to be applied on
payments of $50 per month in settlement of personal
Y AT ol is pn sartante sbibiessre ata sy sie min A e A 10,000.00
Deposits for Retirement of Gold Notes—
Three Year 6% Gold Notes due April 1,
L O oo o 7,000.00
514 % Gold Notes due February 1, 1930. . 500.00
—_ 17,500.00
_ 66,227.00
CURRENT ASSETS:
Cash ios v oieuostonsscs snimesssusionsneiz $ 27316571
Notes and Accounts Receivable.
Due from Officers and Employes
$306,532.19
Less: Reserve for Bad Debts........... 75,731.13
_ 230,801.06
Accrued Interest Receivable o 1,248.00
Materials and Supplies, at Cost 270,843.08
_ 776,057.85
DEFERRED CHARGES AND UNADJUSTED
ACCOUNTS:
Equipment purchased under contract—not received (See
Funded Debt—Contra)......ccueeeerecccrcrsonacanass $  39,000.00
Unexpired Insurance. 33,791.41
Unamortized Debt Discount and Expense 649,650.21
Miscellaneous Unadjusted Items 511313
727,554.75
Note 1: Dividends on Preferred 7% Cumulative Prior Lien Stock
are in arrears since September 30, 1931 amounting to $699,072.50 at De-
cember 31, 1932.
* Note 2: Interest on Income Debentures Series “A” due December
1, 1955 is cumulative at 6% per annum from December 31, 1930. This
interest is payable from time to time only if and when declared by the
Board of Directors, provlded that all accrued and unpaid cumulative
|ntcrcst must be paid (1) before any dividends are paid on the Com-
pany’s 6% Non-Cumulative Preferred and Common Stock and (2) at the
maturity of the Bonds. At December 31, 1932 the accrued and unpaid
Cumulative interest (which does not appear on the above Balance
Sheet) amounted to $300,000.
$47,372,901.41



RAILROAD COMPANY (IN RECEIVERSHIP)
COMPANIES

SHEET, DECEMBER 31, 1932
LIABILITIES
CAPITAL STOCK:

Common—Authorized and Issued, 50,000

shares, Par Value $100 per share. ...... $ 5,000,000.00

Preferred 6% Non-Cumulative, Par Value
$100 per share—

Authorized—76,842 shares............ $ 7,684,200.00
Issued —76,250 shares............ 7,625,000.00
Preferred 7% Cumulative Prior Lien, Par
Value $100 per share—
Authorized—100,000 shares.$10,000,000.00
Issued — 80,000 shares.. ..$ 8,000,000.00
Less: In Treasury—lOG shares. . 10,600.00
——  7,989,400.00
FUNDED DEBT (See Statement attached) :
Secured by Liens on Property——-
Past Due.. 95,225.00
Due in 1933, : 332,926.70
Due in 1934.. - 2955000
Due subsequent o 103400 TN 15 776 750.00
— $16,634,451.70
Unsecured—*Income Debentures and Gold
otes—
Past. Delc:uoioriensaneeesibatatsash $ 14451341
Due subsequent to 1934.............. 4,024,000
4,168,513.41
COLLATERAL LOANS (Secured by First and Refunding
Gold Bonds of The Company, Par Value $3,191,700, and
Investments having an estimated value of, at date of Re-
ceivership, $40,001) :
Reconstruction Finance Corporation. . $ 1,150,000.00
Others 1,145,980.58
ACCOUNTS PAYABLE AT DATE OF RECEIVERSHIP
AND ACCRUED INTEREST ON FUNDED DEBT
AND COLLATERAL LOANS:
Accottte R avabIE o . LT i e aas i seis sieiemiaralaleie $ 1,738,005.12
Accrued Interest on Funded Debt to December 31, 1932.. 515 249.99
Accrued Interest on Collateral Loans..........c.cocvvennn 77.139.71
CURRENT LIABILITIES:
Accounts Payable.. . .$  255820.58
Accrued Wages. 66,050.51
Accrued Taxes 574,474.65
Accrued Interest on Equipment Trust Certificates, Special
Assessment Taxes, Real Estate Mortgages, etc........ 98,206.70
DEFERRED LIABILITIES:
Special Assessments due subsequent to 1933, estimated...$  96,093.51
Deposits by Protective Committee of old Predecessor
Company, less Securities on hand ($11,600) deposited
by Committee 4,800.07
Deposits for Industrial Sidings 2,034.09

RESERVES:
Retirement
Amortization of Franchise:
Injuries and Damages
Plate Glass Insurance.

SURPLUS. (DEFICLE): . e e e e o e e e S S

..$ 2,067,469.82
89,129.36

77.156.37
473012

$20,614,400.00

20,802,965.11

2,295,980.58

2,330,394.82

994,552.44

102,927.67

2,238,485.67
2,006,804.88

$47,372,901.41
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ARNUAL MEETING, MUNDAY, MARCH 6 A983

suestions of » Genered Neture Thet iy be isked

a
Is the receivership eoetiny the fonpany ¢ lot of asney?

nuunmzummmtumnutm Com=
Mnmummmmthmsmuuuur
\WW“NW‘.MQO“‘!”M.‘
been yecsiving.

4
#111 sny iatersst be peié on the vaderlying bonde?
pefeults bave been msde on all iaterest payments sad et pre-
sent there is so prospect of resusplics under existing con=
attions.

2
¥hen will there be more dividende peid?
whis 1s entirely dependent on the recovery of business end the
progress of reorgenizations

4
ﬂunmbumutnmdmmtmnlﬁ
nu.um-mmhma».mt‘mu“n

S1ffioult 10 say Wat arrangement mey be med¢ in this condection

until s reorgsnisation is effesteds

|
W‘lmmmﬁ‘ﬂ“im“ﬂ‘m

Recelvers?



re

2
The Court appointed ir. Britten I. Budd es & lecelver, un«
questionedly recogniving bis ebility asad integrity. It io
eommon prectice in recciversiip to retein tiw sperating teed
owing to bis belng familisr with tie Company's affairs.

f 1
Hes ¥r. Semsel Ineull any more to do with thle property?
%de

b 4
Oen other Directors than those mentioned is the proxies be
nosineted and elseted to the Directorabip of the Compeny?
Yes, other Directors osn Ue noxinated, end 1f nomineted they
may be voted for by writiag tholr names on the ballot.

4
¥hy are stooke end bonds of the Compeny selliing so low?
Due to the reesivership ead the general finsnelel situstion.



ANWUAL MEATING, WOKDAY, MARCH 6, 1088
wuestions Yertainiag o Whe Fissnoiel Date in the
DS K TR -

CONIGLIDATED BURCLED (Defielt lecount)

: i
ﬂmumm.................”.ﬂl..

4 ¥hat doos digoount on funded dedt reaoguired yepresent?
4de This dlsecunt vepresents the difference botweon the purchase price
end the per value of bonds resequired throusk funds of the Compeny
plaged 1 the hande of Trustees.
\ There were acquired through sinking funds end retireds
nmnwu

$458,800,00 12 vo 9,600.28
Pires & Befwsding Si% o
Mortgage fouds

00,800,00 12 to 28 10,161.78

:«mmmm
pledged on loanss . AvOTrage
Lxiee of
Tiret & Sefunding 6%
rm'a fefusdiag Bi% ! 12,73 § B9,701.00
Eortgage Sonds
Total $968, 900,00 15,00  $149,463,00
Mn«u--‘hcmm‘...-........QU.&..!I

4o What real estate was sold to reslise a profit of $U0, 881,34

Ae 4 twenty {20) ft. strip of lund was sold for §00,424,00 sad the
proceeds deposited in on oserow fund, end in eocordence with morte
@uge provisions was ueed %o soguire vonds of the Company; the bonds



~fie

#0 soquired being pledged ss collatersl to the Company's Notes
of §800,000400 « Notes beld by Fublie Sorviece subsidlary snd
Commonwoslth Subsidiery Corperations, $300,000,00 easch.

2

m“’mmuooooo--oooooo-o'“....“

e

¥hy was the "Trust Fund® oreated to retire property unfer levese
end why dlssolved?

The “Trust Fund® was erested volumtarily by the Compeny %o previde
@ fusd ot the expivetion of the lesse that would be adequate to
enable the Cozpany to coavey %o the lesses title to the lossed
property. Due to ihe continued declise ia carniugs the Compeny
elected to dissolve the Yund,

: |

m"mi“”m“-ooot;lc-uo-co-.n.m.“

e
e

we

e

¥hat 1s the nature of contridutions for extensions?

This represents the aotusl ccst of additions und betterwents to She
Cospany*s property peld for by lessees, sueh as the ost of induse
trisl tracks on the right of way snd paid for by iadustries, ete.

|

of Investwonts, Notes, ote., to
hmm.‘m"mmm’:.-..-n-c.“..’.m-“

Uhat 1s the neture of lavesteonts, notes, ote., o#d why should
they be written down?

Publie socountants in suditiog sad elosing the books s of Septen~
ber 50, 1008 wrote down to & nomlual velue the following iaveste
mente:



Hetrorolitan Wolor Coseh Compemy
Capital Steek @ GV5,000,00 § .00
Wetropoiitan Distriet Reslty !M 845,676.00 £e00
Corporation Geourities
Insull Utility iavestmeats, xn.
uader contract

240,685.11 2,00

Peis Saite. humieed iy (e ey
vhuzmmu.
ﬁm‘!:::ﬂ-lltt-m
nnougunumtm
. 1, has Doen dlssolved
snd the presont Investment
Fund No. B the Conpeny asoumes no
obligation®, A07,888,78 7,868.40
Resine iotel Coupany
m&‘-ﬂvﬁm 8, 500,00 1.00
Members:ip Certificate
Feeine Courtry Clud —00.00 _ Ja%0
‘Totad 205,888.89 §7,871.40
Fosinal velus o >+
wxrrs vow 20207,068,49
]
nuuuuummunom
lm‘mmoao-.-ooo-'oacoo..“.-‘o“

Qe What is the meture for this ressrve and is it adequate?

4e This provieion was mede to cover uacolleotible socounts rececivables
et Jeptemder 30, 1008. In the sudlting sand elosisg of the Company's
books the Fublie iccountants added to the reserve aceoust alreedy
erested sn approprietion of §76,000,00 shich provided & yegerve
acoount that wes considered by them to be alequate.



b 4

Preliminery Hxpenses in Connestion with
Wmmnn.o«..m«.dt.........ﬂ.m.a

s Thet expenses releting to proposed new construstion were written

off?

4 The proposed new construstion of the folloving projects, if carried

to coapletion, would hove been cousidered ss proper charges to
edditions and betterasute, Yut owisg %0 ke preseat Tisancisl cone=
ditions it was doemed sdvissdle to ebandon them:

Hiweukee Termisnsl m:tnn $19,850,08
Treok Glevetion ia Illinels 19, 500.54
¥erohentice mw Teralnel, Chicago O.m.n

Consissary = Oh
Realignment of Tracks, Glencoe l.m-lt
Wew Passenger Utetion - Recine ks 870,87
80,890,485

]

Mleoelloneous DeDASSs o« « « o 2 ¢ o 8 0 s 0 0 0 0 0w s s ow DNBTEV.08

e Uhat L2 the seture of miscellianeous Sebita?
4e Appropristion of sur:lus representing the cost of edditicns end

et te the property peld for by lessees, of $11,0088.79, is
merely a bookkeepiag eatyy to indicate ob & ssporate account the
amount conSributed to eover the coat of additions %o the property.
The balaneo of (10,804.49 covers various sisevlisnsous items
charged off throughout the yeer,

COMIOLILATRD BALANGE Sytony

Current Ascete Dme from Officors and 2mployes « « o » o o o $88,002,88

: ]

Qe That is the neture of the items under Current issets due from



offioers sné Laployes?

It hos been the polley of the Compauy %o Lloen woney %o cuployes in
dietress. The Uourt hes sutborized the continuence of this arrenge~
went to the extent of @ losn fund of {15,000,00, The balance in
the lesn fusd is eppreximately §7,000.00. 7The difference, approe
wimetely (15,000,00, is supported by Noles ror asounts edvaneed

to Officers of the Goupany prior to receiversiip.



