
 



NEW SERVICE BASE AT W O L D - C H A M B E R L A 1 N FIEL
These three new Northwest
Airlines hangars at the

V

MinneapoliS'St. Paul
airport comprise the
company’s principal line
maintenance base. Inset

photo shows hangar interior
with Stratocruiser in

foreground.
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i HIGHLIGHTS OF 1950 k
1

I $20,000,000 fleet of Stratocruisers in complete operation coast
to coast, Hawaii, and Alaska.

m Total operating revenues increased 25.6% over 1949.

I Passenger revenues up 18.9% over 1949.

m Reduced bank loan $3,859,637.

I 'Total freight and express revenues up 30.3% over 1949.

ii
, ".' . .

^ Expended $4,559,000 in capital investments.

H Increased net working capital $1,602,800 over 1949.

m New high of 854,459 revenue passengers.

25TH YEAR OF EXPERIENCE



PRESIDENT’S LETTER

the Shareholders of Northwest Airlines:

In 1950 your company experienced a year
marred by four accidents, but nevertheless
emerged in sound financial condition, prepared
to continue the development of one of the
world’s major air transportation systems. It was
a year in which the company’s new double¬
deck luxury Stratocruisers won widespread pas¬
senger acceptance, contributing substantially
toward the record high gross revenues realized
in 1950. As is always the case in the putting
into operation of a large new fleet, operating
and maintenance costs were substantial. Steady
progress is being made in improving the effi¬
ciency of this fleet.

After all charges, Northwest .-Mrlines showed
a net loss of $135,478 after taking into account
$358,483 mail pay credit applicable to prior
years. It should be noted that this figure
reflected high depreciation and amortization
charges of $5,873,247. which were $1,916,579
greater than for 1949. In that year we reported
net earnings of $1,357,679.

Total operating revenues in 1950 amounted
to $51,396,511, compared with $40,925,613 in
1949. Mail payments from the U. S. Govern¬
ment totaled $8,877,810, slightly less than the
$9,052,523 received for 1949. Freight and ex¬
press revenues amounted to $4,122,222, repre¬
senting an increase of 30.3 per cent over 1949
revenues of $3,163,277. Passenger revenues
increased from $27,873,942 in 1949 to $33,148,-
395 in 1950, an increase of 18.9 per cent.

On the other side of the ledger, operating
expenses totaled $51,595,266 as compared \vith
$38,988,909 the year before. The greater part
of this increase was the cost of flying 23.5 per
cent more seat miles and 23.9 per cent more
revenue passenger miles, and the balance was
attributable to rising prices of labor and mate¬
rials and to tbe high shakedown, operating and
maintenance costs of our new Stratocruisers.

The balance sheet position of your company
is sound. At December 31 net working capital
totaled $3,656,900, an increase of $1,602,800
over working capital a year earlier. This im¬
provement was noteworthy because during 1950
your company made an outlay of $4,559,000
for additional capital investment, made note
payments of $3,859,637 on outstanding bank
loans, fully paid up its preference dividends
with a disbursement of $444,053, and purchased
5,155 shares of preference stock on the open
market for $90,896, retiring them as required by
the company’s articles of incorporation.

In April, 1950, we borrowed the final
amounts of a $21,000,000 bank loan. These
borrowings were paid down to $17,140,363 at
the end of the vear, and have since been

reduced to $16,140,363 by a $1,000,000 pay¬
ment made in March, 1951.

^Ve are able to report briefly at this time
on two important developments in the opening
months of the current year, 1951.

First, while it is traditional that we experi¬
ence a substantial loss in the opening months of
each year because of the seasonal decline in air
traffic in the Northwest, in the first four months
of 1951 this loss was less than in the same

period of 1950. Last year we reported losses for
each of the first five months including losses of
$498,944 in .\pril and $177,247 in Mav so that
at the end of the first four months, we had lost
$4,110,582 and at the end of May we had lost
$4,287,828. This year we had a smaller loss for
the first quarter and made a profit of $116,228
in .\pril. .\t the end of the first four months,
our losses amounted to $1,498,309 and based on
the information now available, this loss will be
further reduced by a profit for May.

Second, in .\pril of 1951 the Civil Aero¬
nautics Board fixed new U. S. air mail rates
for our operations in several past years. These
replace various temporary rates which have
been in cflcct while the companv’s rate appli¬
cations have been pending. In effect, the Board
determined that under the old rates, your com-
panv had been underpaid approximately
$4,702,692 on its domestic routes and overpaid
$3,130,344 on its international routes, a net
underpavmcnt of $1,572,348. In addition, the
C..\.B. set new temporary mail rates effective
Januarv 1, 1951. which are designed to yield
vour company aggregate mail payments from
the U. S. Government of approximately
$7,800,000 in 1951 to cover both tlomestic and
international routes, as against the $8,877,810
received for 1950.

.-\s we enter our 25th year, it is gratifying to
look back on tbe company’s growth from small
beginnings to our present position as a major
air transportation system, one of the three
largest .\merican flag carriers in route miles.
These routes are sound, and their potential is
being expanded steadily. Vour company will
continue to develop and strengthen its position
in 1951 and in the years to come.

I want to take this opportunity to express my
appreciation to all employees for the loyalty
and support they have unselfishly given to the
company during the year.

Bv authoritv of the Board of Directors

President and General Manager
Saint Paul, Minnesota
May 29, 1951



THE YEAR IN REVIEW fI

The equipment difficulties encoun¬
tered by your company in 1950 were
those inherent in the development and
progress of commercial air transporta¬
tion. From the standpoint of service to
the public and the nation’s defense,
performance exceeded that of the pre¬
vious year. Revenue passenger miles
flown on the company’s domestic lines
and throughout the international sys¬
tem increased, respectively, 21.8 and
23.9 per cent over 1949, exceeding the
comparable average performance of the
nation’s 16 trunk carriers. Revenue ton

miles flown increased by 25.4 per cent.

FLEET OPERATIONS

Stratocruisers

The new double-deck luxury Strato¬
cruisers were used in domestic operations
and also between the Pacific Northwest
and Anchorage, Alaska, and to Hawaii.
Their passenger appeal proved high as
did the gross revenues they produced.
However, due to unsatisfactory perform¬
ance of certain component parts, their
operating and maintenance costs were

greater than could have been reasonably
anticipated and their daily utilization
was at a minimum.

In the company’s opinion, the high
1950 operating costs were due to a num¬
ber of the manufacturer’s design defi¬
ciencies and to its failure to comply with
some of its contract representations.
Furthermore, the delay of over two years
in the delivery of the fleet seriously af¬
fected our competitRe position during
that period. As a result, the company
has brought suit for damages against the
manufacturer and this suit is now pend¬
ing in the Federal Court in the State of
5\'ashington.

The problem of reducing Stratocruiser
operating expenses and improving its
utilization has received our concentrated
attention and that of the other users as

well as the manufacturer. At the end of
1950 substantial progress had been
made in regard to both expense and per¬
formance, and justifies the confidence
that the profit potential of these popular
double-deck Stratocruisers will be real¬
ized.

25TH YEAR OF EXPERIENCE



Martin 202s
Our twenty Martin 202 airplanes are

out of service. Certain modification
items, relatively minor in nature and in¬
expensive to accomplish, have been es¬
tablished by the Civil Aeronautics
Board, and these modifications will be
made. In the meantime these planes re¬
main fully certificated and in condition
to fly. At this writing, final disposition of
the fleet has not been determined.

Douglas DC-4s

Throughout 1950 the company flew
DC-4s in passenger coach service in the
United States and in first-class service
on Northwest’s Orient route. They also
were flown in exclusive freight service on
domestic routes, in coach service be¬
tween the United States and Alaska, and
in military contract operations. At the
end of 1950 eighteen DC-4s were in
operation.

At the present time our DC-4s are
also being used to operate some sched¬
ules formerly flown by Martin 202s.
Additional DC-4s are being acquired
for this purpose.

KOREAN AIRLIFT

The know-how of Northwest Airlines
was recognized in a striking manner when

the Government at a time of national

emergency assigned to the company a

major role in the airlift from this coun¬

try to Tokyo and other points in the
Orient. On the basis of experience gained
during World War II and further experi¬
ence acquired in commercial service to
the Orient, Northwest was named a

prime contractor in this military air
transport service. Northwest pilots flew
DC-4s previously operated by the com¬

pany in its own commercial service and
also DC-4s of a number of other sub-con¬

tracting airlines. Northwest ground crews
maintained the entire fleet.

UNITED NATIONS SERVICE

In addition to the airlift assignment.
Northwest operated a special service for
the United Nations involving flights be¬
tween Tokyo and points in Korea. This
service used DC-3 aircraft owned by the
United Nations and is operated exclu¬
sively by Northwest Airlines personnel.

ROUTES

There were no major changes in the
company’s routes during 1950. Edmon¬
ton, capital of the Province of Alberta and
center of an extensive oil development

The anatomy of luxury flying is illustrated in this cutaway diagram of a 75-passenger double-deck Boeing Stratocruiser. Ten of these giant
high-altitude airliners make up a Northwest luxury fleet serving passengers from coast to coast and on direct routes to Alaska and Hawaii



area, was activated as a traffic stop on
the company’s route between the Twin
Cities and Anchorage, Alaska. Also dur¬
ing the year Northwest started serving
Formosa on its route between Tokyo
and Manila.

Formal application was made to the
Civil Aeronautics Board for permission
to suspend trunk line service in several
areas which produce limited traffic, or
which might be more economically
served by feeder type carrier. In addi¬
tion, Northwest continued to seek elimi¬
nation of C.A.B. restrictions on service
east of Milwaukee, under which flights
must originate or terminate at New York
or Washington on the one hand and at
the Twin Cities or points west on the
other hand. These matters await action

by the C.A.B.

IMPROVEMENTS

Three large hangars comprising a new
$1,150,000 Northwest Airlines line main¬
tenance base at Wold-Chamberlain
Field went into service during the year.
These facilities at the Minneapolis-St.
Paul Airport provide for efficient line
maintenance of all types of equipment
operated by the company.

OPERATIONAL DATA

The percentage increase in revenue
passenger miles from 1949 to 1950 was
greater than the related increase in pas¬
senger revenues. This was a result of the
increased volume of low fare passenger
coach business done in 1950. Coach pas¬

senger miles in 1950 amounted to 27.6

per cent of all passenger miles, and the
revenue from coach passengers repre¬
sented 20.9 per cent of all passenger
revenues.

System expenses per ton mile of serv¬
ice offered to the public were slightly less
in 1950 than in 1949, and the percentage
of this service actually sold was some¬
what higher. These gains were offset,
however, by the fact that average reve¬
nue per ton mile sold was down more
than 6 per cent, largely as a result of
the increased volume of business done at

lower tariff rates.

POTENTIAL

After twenty-five years of develop¬
ment, the Northwest Airlines system now
serves some of the greatest agricultural
and industrial areas and vital popula¬
tion centers of America. These areas in¬
clude the rapidly growing Pacific North¬
west, the Province of Alberta, center of
Canadian oil production, and an ex¬

panding Alaska traffic favorably affected
by military activity but well based on ci¬
vilian passenger and cargo requirements.

Northwest’s routes to Hawaii, Alaska,
and to the Orient cover areas with huge
potentials and are geographically and
strategically linked directly with our do¬
mestic system. Japan, Okinawa, Formo¬
sa, the Philippines and Hong Kong are

proving rich sources of travel and trade.
Travel to Korea before the outbreak of
the war was substantial and any future
rebuilding of this area should again gen¬
erate heavy traffic in both passengers
and cargo. Our North Pacific route to

25TH YEAR OF EXPERIENCE



the Orient \’ia Alaska and the Aleutians
has pro\’ed practical by four years of
outstanding operating performance and
dependability and has the advantage of
being approximately 2,000 miles shorter

than the Mid-Pacific route.

The pioneering of our routes has been
accomplished and we are now in the pe¬
riod of more fully developing the traffic
potential.

MILITARY AND DIPLOMATIC CORPS COMMEND NWA

desire to extend my commendation and
appreciation to you and your entire organiza¬
tion for the splendid record you have achieved
in conducting your contract operation for the
Department of the Air Force.

“From the time your first aircraft arrived
under contract to the Air Force until this date.
I have not received a single complaint or criti¬
cism of the manner in which you have admin¬
istered your responsibility. The co-operation of
your personnel in working with the ynilitary has
been of the highest order and representative of
a highly efficient and business-like organization.

“I am sure you will be pleased to know that
your company leads all other contract carriers
in effecting rapid turn-around on aircraft vitally
needed for carrying additional cargo into
Japan.”

would like to take this opportunity to
express my deep appreciation for the excellent
service that \orthwest Airlines has afforded the
American Mission in Korea during the past
years of operation in Korea and, especially,
during the last few weeks. With extremely
little notice, in the course of four days three
extra planes were made available for this pur¬
pose and, as a result, we were able to get a con¬
siderable number of persons to Japan, plus
their baggage. In addition to this, Northwest
has always given us excellent service both in
and out of Seoul on air-freight and State De¬
partment pouches.”

Excerpts from Letters to Northwest Air¬
lines from:

* Edward H. White
Brigadier General, USAF Commanding
1503rd Air Transport Wing, Pacific Division MATS

**John J. Muccio
L'. S. Ambassador to Korea

Ever since the outbreak of war in Korea

last summer, Northwest Airlines, as a prime
contractor, has been operating an airlift to
the Orient. Flying its own ships and others
from sub-contracting airlines, it has carried
men and supplies to the Far East over its
regular short-cut route to Japan. Typical is
this scene at a west coast airport as GIs
board a Northwest plane for Tokyo.



BALANCE SHEET

ASSETS

Current Assets
Cash $
U. S. Treasury Bills—at redemption prices (aggregate cost

$1,248,285) ‘
Accounts receivable:

For transportation (including U. S. Government ac¬
counts of $3,459,228) $4,941,745

Other current accounts 816,615 $5,758,360

4,531,805

1,249,874

Less allowance for losses. 33,000 5,725,360

Inventories of repair materials and operating supplies—
generally at lower of cost (first-in, first-out) or replace¬
ment market 894,444

Other current assets:

Prepaid insurance, rent, taxes, etc $ 633,917
Reimbursements due from U. S. Government within one

year—see contra deferred credit and Note A 371,352
Refundable income taxes arising from operating loss

carry-back—estimated 265,563 1,270,832

Total Current Assets

Other Assets

Sundry related business investments (at cost—no quoted
market), deposits, and notes $ 173,309

Less allowance for losses 2,000
Estimated income taxes which will be recoverable upon

settlement of war contracts

$13,672,315

$ 171,309

66,000 237,309

Property, Plant, and Equipment—on the basis of cost (in¬
cluding assets of $9,694,010 completely amortized to residual
amount of $177,123)—Note B

Depreciation
and

Amortization
Cost Allowances

Land
Aircraft and reserve equipment
Conversion costs on leased aircraft
Buildings on land not owned
Other buildings and equijjment
Improvements to leased property..
Cost of work in progress
Non-o])erating property

$ 31,393 $
38,992,818 13,816,338

1,613,036 1,613,036
3,046,263 655,316
5,581,343 2,478,057
1,079,623 920,978

308,302
10,006 2,594

Balance
$ 31,393

25,176,480

2,390,947
3,103,286

158,645
308,302

7,412

$50,662,784 $19,486,319 $31,176,465 31,176,465

Deferred Charges

Training and other costs in connection with the Boeing fleet, less
accumulated amortization (over life of fleet )of $139,778 $ 657,346

Long-term rental prepayments 68,642
Other deferred charges 28,467 754,455

$45,840,544

December 3 1, 19 5 0

NORTHWEST AIRLINES, INC.

L I AB

Current Liabilities

Accounts payable and accrued ex]jen.ses:
Trade accounts $ 3,008,858
Salaries, wages, and vacation compensation 1,751,349
Air travel contract deposit.s—gross 486,625
Pay roll taxes and taxes withheld from employees’ wages 461,967
Retirement plan contributions, including amounts withheld from

employees’ wages—Note G 82,497
Savings bond and other deductions from employees’ wages 62,485
Accrued local taxes 351,543
Accrued rent and interest 32,560

Unearned transportation revenue—estimated
Federal and state taxes on income—estimated
Current maturities of long-term debt, less $1,000,000 due January 1,

1951, paid in December, 1950

Total Current Liabilities

Long-Term Debt—secured- Note B

Notes payable to hanks under Credit Agreement—4%—$1,000,000
payable on the first day of January, April, July, and October of
each year, less current maturities of $3,000,000

Deferred Credit

Reimbursements due from U. S. Government—see contra and Note A....

Capital Stock and Surplus—Notes B and D
Capital stock:

4.6% cumulative preference stock, ]3ar value $25 per share; entitled
upon liquidation or redem|:)tion to $26.25 per share at December
31, 1950, reducing to $25.25 per share after May 1, 1953, plus
accumulated unpaid dividends; convertible into common stock to
December 31, 1956, at the rate of one share of common for each
$163''3 of the par value of the 4.6% cumulative preference stock:

Authorized 600,000 shares, less 5,155 shares permanently retired
under market fund purchases; outstanding 384,845 shares $ 9,621,125

Common stock par value $10 per share:
Authorized 3,000,000 shares; unissued 2,179,142 shares of which
577,267% shares are reserved for conversion of 4.6% cumulative
preference stock, 10,000 shares arc reserved for options at $11.25
per share, 5,147 shares arc reserved for o])tions at $10 per share,
and 14,800 .shares are reserved for issuance in connection with
future ODtions which may be granted to officers and employees;
outstanding 820,858 shares 8,208,580

Capital surplus (after accumulated deduction of $560,625 for dividends
paid on 4.6% cumulative preference stock) 2,821,033

$20,650,738
Earned surplus 662,676

Contingent Liabilities—Note E

Commitments—Note F

ILIT IE S

$ 6,237,884

540,605
236,926

3,000,000

$10,015,415

14,140,363

371,352

21,313,414

$45,840,544
See accompanying notes to financial statements



PROFIT AND LOSS STATEMENT

Year Ended December
NORTHWEST AIRLINES, INC.

Operating revenues:
Transportation:

Passenger $33,148,395Mail—Note A 9,409,526Express, freight, and excess baggage 4,388,119Charter and other 227,007
Pacific airlift for the U. S. Government
Repair and service income, rents, etc.,—net,

Total Operating Revenues

Operating expenses:
Flying operations $15,654,788Ground operations 6,385,189Maintenance and repairs 12,024,822Passenger service 2,903,744Traffic and sales 3,984,494
Advertising and publicity 1,442,156
Administrative and general, pay roll taxes, property taxes, etc 3,301,899Provision for depreciation and amortization 5,873,247Provision for doubtful accounts, adjustments, recoveries, etc 24,927

Operating Loss

Other income and credits:
Interest on marketable securities $ 7,235Discounts and other interest earned 70,529Profit from disposal of depreciable assets 129,850Profit from sale of surplus inventories 69,430Reduction in reserve on U. S. Government war contracts, less appli¬cable recoverable income tax of $20,000 33,396Sundry 51,714

Income deductions:
Interest and debt expense:

Interest on long-term debt $ 772,026Other long-term debt expense 71,380

$ 843,406
Other interest expense 13,803Route extension and development 5,905
Sundry 59,809

Loss Before Income Tax Credit
Income tax recoverable on operating loss carry-back—Note A

Net Loss for the Year

Special credit—additional mail pay compensation for prior periods, less
related federal income taxes of $223,956—Note A

Net Loss Less Special Credit

*Indicates red figure.
See accompanying notes to financial statements.

3 1, 19 50

$47,173,047

3,969,670
253,794

$51,396,511

51,595,266

$ 198,755*

362,154

$ 163,399

922,923

$ 759,524*
265,563

$ 493,961*

358,483

$ 135,478*



SURPLUS ACCOUNT STATEMENT rI
Year Ended December 3 T, 1950

Capital Surplus

Balance at January 1, 1950, after accumulated deduction of $560,625
for dividends paid on 4.6% cumulative preference stock $ 2,782,992

Add:
Excess of par value over purchase price of 5,155 shares of 4.6%

cumulative preference stock which was retired pursuant to
market fund provisions of that stock 37,979

Excess of cash received over par value of 50 shares of common stock
sold from treasury 62

Balance at December 31, 1950, after accumulated deduction of
$560,625 for dividends paid on 4.6% cumulative preference stock $ 2,821,033

Earned Surplus

Balance at January 1, 1950 $ 1,242,207
Deduct balance transferred from statement of Profit and Loss:

Net loss for the year $ 493,961
Special credit—additional mail pay compensation for prior periods,

less related federal income taxes of $223,956—Note A 358,483 135,478

$ 1,106,729
Deduct cash dividends on 4.6% cumulative preference stock—$1.15

per share for the four quarters ending November 1, 1950 (dividends
payable February 1, 1951, have not been declared or paid) 444,053

Balance at December 31, 1950 662,676
See accompanying notes to hnancial statements.

NOTES TO THE FINANCIAL STATEMENTS

December 3 1, 19 5 0
Note A—The Civil Aeronautics Board has retro¬

actively adjusted the Company’s temporary rates of
mail pay for the period September 26, 1946, to
December 31, 1950, on international routes and for
the period December 8, 1947, to December 31, 1950,
on domestic routes, and awarded net additional mail
pay aggregating $1,572,348 for those periods. The
temporary rates so adjusted will become hnal rates
upon the completion of formal proceedings by the
Board and the Company.
It is estimated that this adjustment less related federal
income taxes of $137,856 affected the Company’s net
income as follows: six months ended December 31,
1946—decrease $25,500, year 1947—-increase $211,-
670, year 1948—decrease $140,683, year 1949—in¬
crease $312,996, and year 1950—increase $1,076,009.
In the accompanying hnancial statements, the adjust¬
ments for 1950 have been included in their respective
categories, and the adjustments applicable to prior
years aggregating $358,483 have been shown as a
special credit as the last item in the Statement of
Proht and Loss.
In determining the aforementioned mail pay adjust¬
ment, the Board included $361,526 in partial reim¬
bursement for loss of proBts and additional costs
resulting from the temporary' withdrawals from service
of the Martin fleet in 1949 and 1950. As to the
remaining balance of such loss of profits and addi¬
tional costs stated in the Board’s order at $1,394,315,
the Board has agreed to reimburse the Company in
separate monthly payments in accordance with the

following schedule, or until such time as it may be
determined by the Board that the Company should
not receive mail pay in excess of a service rate:

Monthly payments in 1951 $ 371,352
do 1952 371,352
do 1953 371,352
do 1954 222,591
do 1955 57,668

TOTAL $1,394,315

The remaining balance of $1,394,315 has not been
reflected in the accompanying financial statements as
either a credit to earnings or to earned surplus; how¬
ever, the monthly payments receivable in 1951,
aggregating $371,352, have been included in the
Balance Sheet in contra accounts under the captions
“Other Current Assets” and “Deferred Credits,” since
in the opinion of the Management, the Company
will be entitled to receive mail pay in excess of a
service rate for at least that period of time.
At the same proceedings before the Board, temporary
rates of mail pay for the year 1951 were determined
which are estimated to produce mail pay compensa¬
tion of approximately $7,417,722 for 1951 exclusive
of reimbursements relating to temporary withdrawal
of aircraft from service. This compares with $8,509,-
847 awarded for the year 1950, exclusive of reim¬
bursements relating to temporary withdrawal of air¬
craft from service. The final rates for 1951 may be



NOTES (Confinued)
either higher or lower than the temporary rates which
have been presently set by the Board.
B—\t December 31, 1950, the loans under the Credit
Agreement with certain banks (with which the Re¬
construction Finance Corporation has a participation
agreement) were secured by a chattel mortgage on
all Douglas DC-4, Martin 202, and Boeing 377 flight
equipment consisting of complete aircraft and spare
engines, propellers, major assemblies and parts, hav¬
ing a depreciated cost of $21,758,910, and mortgages
on its hangars and other improvements located at
airports at Minneapolis, Minnesota, and Seattle,
Washington, having a depreciated cost of $1,314,598.

total of $3,859,637 has been repaid under terms
of the Credit Agreement of which $859,637 has been
applied to notes in inverse order of due dates.
Under terms of the Credit .Agreement applicable to
these loans, the Company has agreed, among other
things;
(a) to maintain a cash collateral account as security

for the payment of principal and interest of the
loans which shall at all times be equal to that
amount by which the unpaid balance of the loans
exceeds 80% of the depreciated cost of all flight
equipment;

(b) to maintain current assets in excess of current
liabilities (exclusive of current maturities owing
on the principal of the loans under the Credit
Agreement) in the amount of $3,500,000 from
July 1, 1950, to July 1, 1951; and $4,000,000
thereafter;

(c) to encumber or mortgage as security for the loans
under the Credit Agreement, such other proper¬
ties as the banks or Reconstruction Finance
Corporation shall elect;

(d) to limit additional borrowings, mortgages and
liens, capital expenditures and commitments,
leasing of properties, investments in and guar¬
antees and endorsements for others (all as set
forth in the Credit Agreement) ; not to enter into
any merger or consolidation or to sell or other¬
wise dispose of substantially all of its assets; and

(e) not to declare or pay any dividend (other than
stock dividends) on its capital stock and not to
purchase, retire or redeem any of its capital
stock except that (a) 4.6% cumulative pref¬
erence stock may be retired under the provisions
of the Amended Articles of Incorporation, and
(b) dividends on 4.6% cumulative preference
stock may be declared and paid to the extent
that the net improvement in earned surplus since
March 31, 1949, exceeds $224,250. At Decem¬
ber 31, 1950, such improvement in earned sur¬

plus amounted to $1,812,618.
C—The Company provides for an uninsured em¬

ployees’ retirement plan which is contributory on the
part of both the employees and the Company. Charges
to profit and loss on the part of the Company for

past service and future service benefits for the year
ended December 31, 1950, aggregate $289,470 of
which $271,440 was for future service benefits. The
actuaries’ report as of September 30, 1950, the end of
the fourth plan year, indicates a maximum aggregate
liability of the Compan\- for unfunded past service
benefits estimated at $652,777 which may be paid at
the discretion of the Company in variable amounts
each year and which is presenth’ being funded over
a period estimated not to exceed twenty-five years
from October 1, 1946, the effective date of the plan.
D—The Company’s Amended Articles of Incorpo¬
ration provide for the retirement of its 4.6% cumu¬
lative preference stock under market and sinking
fund provisions.
Pursuant to the above provisions, the Company set
aside $90,918 on March 31, 1950, and purchased
5,155 shares of 4.6% cumulative preference stock at
an aggregate cost of $90,896, returning $22 to the
general funds of the Company.
No amount is required to be set aside on or before
March 31, 1951.
The terms of the cumulative preference stock also
contain certain restrictions relative to dividends on

and repurchase of common stock in addition to such
prohibition under the Credit Agreement summarized
in Note B of Notes to Financial Statements.

E—The Company is involved in a number of lawsuits
which are outlined briefly as follows: (a) those in
which any claims paid by the Company will be fully
reimbursed by the U. S. Government under the terms
of various war contracts; (b) those in which any
claims paid by the Company will be fully reimbursed
under insurance contracts; and (c) other miscella¬
neous claims of approximately $623,200 in excess of
insurance coverages and approximately $136,000
which are not covered by insurance or other indemni¬
fication which the Company believes will be settled
without material effect on its financial position. In
view of the circumstances outlined, no provision has
been made for any portion of the amounts involved.
Provision has been made in the financial statements

for all known liabilities for taxes on income. The
Company’s federal and state income tax returns, how¬
ever, may be subject to adjustment for the periods
from June 30, 1942, to December 31, 1949. Review
by the Bureau of Internal Revenue is presently in
progress.
Operations of the Company include fixed price con¬
tracts with the U. S. Government which are subject
to renegotiation of profits.
F—The Company’s commitment for capital expendi¬
tures at December 31, 1950, amounted to approxi¬
mately $940,000 of which approximately $832,000
was for spare parts and assemblies for flight equip¬
ment. The Company has no material long-term lease
commitments.

ACCOUNTANTS’ REPORT

Board of Directors, Northwest .Airlines, Inc.
Saint Paul, Minnesota

We have examined the balance sheet of NORTHWEST .AIRLINES, INC., as of December 31, 1950,
and the related statements of profit and loss and surplus for the year then ended. Our examination was
made in accordance with generally accepted auditing standards, and accordingly included such tests of
accounting records and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the accompanying balance sheet and statements of profit and loss and surplus present
fairly the financial position of NORTHWEST .AIRLINES, INC., at December 31, 1950, 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 vear.

ERNST & ERNST
Saint Paul, Minnesota Certified Public .Accountants
April 11, 1951



A RECORD OF

Calendar
Year

Mail
Revenue

Passenger
Revenue

3 Months, 1926

and Freight Passenger Pound Miles
Revenue Miles Miles Flown

$4,122,222

3,163,278

2,072,362

1,019,497

553,875

409,613

246,030

297,941

240,800

118,885

79,531

61,186

41,625

33,768

27,318

12,388

4,319

1,873

343

575

146

Not Avail.

613,446,244 9,975,120,154 26,868,177

495,114,870 9,445,597,392 25,908,552

386,509,809 8,052,148,614 22,288,002

382,544,382 5,473,873,894 20,824,912

385,858,473 4,099,317,238 19,304,234

218,469,773 5,396,757,098 12,870,714

120,834,296 4,900,802,947 7,523,146

63,787,683 4,005,180,807 4,584,766

52,061,159 2,528,042,954 4,931,815

59,659,145 1,871,311,191 6,353,659

51,175,254 1,370,076.043 6,079,669

34,749,246 1,166,518,244 5,399,024

21,153,258 1,116,975,430 5,310,015

16,685,852 841,274,933 4,462,439

16,528,401 671,011,789 3,699,818

10,342,834 315,817,803 2,841,198

4,301,145 44,034,248 1,643,127

4,108,313 82,613,032 1,823,850

4,127,800 77,867,566 1,639,015

3,934,093 89,706,330 1,434,555

2,129,600 Not Avail. 1,032,340

1,956,400 ■■

736,664

402,400
“

314,496

126,000 211,667

—0—
“

47,397
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NEW YORK

CLEVELAND

PITTSBURGH

DtTROIT

WINNEPEG

CHICAGO

BILLINGS

MILWAUKEE
SPOKANE

MINNEAPOLIS-ST. PAUL

ROCHESTER.MINN.

SEATTLE-TACOMA

PORTLAND.

JtfONOLULU

ANCHORAGE

TOKYO

2 5 T H YEAR OF EXPERIENCE



TRIPLE DECK “SKYSCRAPER” FOR STRATOCRUISER MAINTENANCETailor-made for

Northwest's luxury

Strotocruisers,

this huge structural steel dock
for overhaul and main¬

tenance work went

'into operation in 1950.



NORTHWEST AIRLINES, INC.


