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Dramatic achievements in all categories of opera-
tions, traffic, and finance during 1954 elevated North
Central Airlines to a2 new position of leadership in the
local service airline industry.

Most Profitable Year

Substantial increases in schedules, outstanding im-
provements in flight performance, a high level of
over-all company efficiency and all-time records in
passenger, air mail, and air express traffic brought
North Central the most profitable year in its history
and a reputation as one of the lowest-cost, highest-
profit operations in the industry. The profits of 1954
together with a series of improvements in financing
during the year have brought your company to the
position of one of the most financially stable of the
nation’s 13 local airlines.

In the fall of 1954 North Central attained first place
among the local airlines in number of passengers
carried and continued second in air mail volume. The
company also continued to lead the industry by a wide
margin In air express tonnage as it has in the past
three years.

Revenues and Expenses

Your company realized a record net profit of $111,707
in 1954 as compared to a net loss of $114,588 in 1953,
The 1954 progt was after depreciation charges of
$535,557 and was achieved despite a reduction of
§139,764 in mail revenues. This profit reduced the
company's net deficit from $320,513 art the beginning
of the year to $208,806.

Non-mail revenues increased sharply, from $2,413,030
in 1953 to $3,495,123 in 1954. This is a gain of 45%.
These revenues were: passenger $3,351,782 (up 45%),
air express $75,630 (up 11%), charter service $46,734
(up 84%), and excess baggage $20,975 (up 33%). Mail
revenues were $2,328,921, and revenue from all these
sources totaled $5,824,042. ‘

Operating expenses were $5,657,261, resulting in a
record operating profit of $166,781. Non-operating
expenses were $55,074 which, deducted from the
operating profit, leaves the net profit of $111,707.
Earnings per share of stock ourstanding amounted to
$2.16 ch%re depreciation and $.37 per share after
depreciation.

he large depreciation charge of $535,557 results
primarily from the industry practice of depreciating
aircraft over a period of only three years. By the end
of 1956 all of your company’s 18 DC-3s will be fully
depreciated.

New Management

On April 7, 1954, H. N. Carr, a Director and former
Executive Vice President, assumed the presidency,
succeeding Howard A. Morey who resigned as Presi-

dent and Member of the Board of Directors. This
Board vacancy and another created by the resignation
of Harold H. Emch were filled by the elections of
Robert F. Grover and Kenneth B. Willett at the annual
stockholders’ meeting on April 7.

‘The Board was reduced to seven members in De-
cember by the resignations of R. B. Stewart and Grove
Webster of the Purdue Research Foundation in accord-
ance with terms of the Foundation's agreement with
the company. The agreement stipulated that when the
company’s loan was liquidated, as it was on December
10, the Foundation would relinquish membership on
the Board.

After becoming president, Mr. Carr instituted a
series of changes in the company’s administrative
otganization. Among these was the promotion of
Bernard Sweet from Acting Treasurer to Secretary-
Treasurer. Alvin D. Niemeyer, former Civil Aeronau-
tics Administration official, was named Operations
Manager upon the resignation of Capt. Robert J.
Ceronsky who returned to flying for the company.
Arthur E. Schwandt, formerly Vice President-Secretary
of the company, was appointed Vice President-Indus-
tria] Relations.

Financial Recovery

Having concluded the year 1953 with a net loss of
$114,588 and continuing to operate at losses averaging
$57,000 monthly in January, February, March, and
April of 1954, new management developed a program
to reduce costs drastically, improve over-all efficiency,
increase passenger business, and strengthen the com-
pany’s financial condition.

Additional flights were scheduled to increase equip-
ment and personnel utilization and to meet growing
demands for more and better service. These additional
miles were flown with no appreciable increase in over-
head and lowered plane-mile costs from an average of
$1.24 in the first four months of the year to an average
of $1.02 in the remaining eight months. Passenger
revenues on the new flights more than offset the limit-
ed cost of the additional mileage.

A high level of eficiency was achieved through im-
proved operating techniques and acquisition of new
maintenance and ground equipment. Consolidation of
the company's general offices and operations base at a
single location at Wold-Chamberlain Field, Minne-
apolis-St. Paul, was also an important step in achieving
an effective operation.

Improved Financial Position

While a profitable operation was the primary factor,
two major steps in financing contributed substantially
to North Central's improved financial position. Dur-
ing the summer the company issued $215,000 of 10-
year, 6% convertible debentures, due July 31, 1964.
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CURRENT ASSETS

Accounts receivable
United States Government

..........................
............................................

............................................

Inventories—at cost
Parts and supplies
Gasoline and oil

..................................

...................................

...................

INVESTMENTS—AT COST
Aeronautical Radio, Inc

Airlines Clearing House, Inc

...........................

OPERATING PROPERTY AND EQUIPMENT

Flight equipment (equipment costing approximately
$1,960,000 pledged as security for note payable)

Ground equipment

Hangar building and improvements to leased property. . . .

Furniture and fixtures
Total—at cost

.................................

Lrativtitoes

CURRENT LIABILITIES

Notes payable
Payments due within twelve months

4-3%% note payable. ............ ... ... ... ...
Other notes payable..................ooiiiaii.

Accounts payable

Trade. . ..o e e

Unearned transportation fevenue. ... ...................

Income taxes withheld from employees. ................

Accrued liabilities

Salaties and wages. .. ... ... . i
Taxes (other than income taxes)....... iy AR

NONCURRENT LIABILITIES

4-%% note payable, secured by pledge of flight equipment,
due in monthly installments to December 10, 1957.....

Less payments due within twelve months................

Other notes payable, secured by pledge of certain

equipment, due in monthly installments..............

Less payments due within twelve months

6% convertible debentures, due July 31, 1964

CAPITAL
Common stock—authorized, 750,000 shares of $1.00 par

value; issued and outstanding, 300,000 shares..........

Paid-in in excess of par value of stock issued, less organi-

zation and capital stock expense written off............

Earned surplus (deficit)............. F

$ 225,000
9,965 $ 234,965

244 966
345,921 590,887
41,998
29,283

133,565

14,974
166,248 314,787

600,000
225,000 375,000

36,780
9,965 26,815
215,000

300,000
636051 936051
208,806

The accompanying notes to financial statements are an integral part of this balance sheet.
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TRANSPORTATION REVENUE

Passenger. .. ...t e s s

FRPRESS: . ... ... e e RN TS .

Excess baggage. . .......... .. i
Non-scheduled transport service. . ...........oovennn.,

OPERATING EXPENSES

Flying operations. .. ...........ooieiiiiiiiiaiaiinns
Flight equipment maintenance........................
Ground OPErationS. . sssu vve s e rsunesiiesesaision s

Ground and indirect maintenance.

Passenger SEIVICE. ............vemienssesmvesse s
Trafficand sales......... .. ... ool
Advertising and publicity.. ...
General and administrative. ............... 0 e s
Provision for depreciation and obsolescence............

Operating profit. . ...........ooiiiiiiiieiinns

OTHER INCOME
Incidental revenue and cash discounts earned........ ;

OTHER DEDUCTIONS

Interest. . ... ...ttt iiiieneaaineeenn . ameme
Loss on sale of equipment....................... ...

Amortization of extension and development expense.

Sundry. ... s
NET EARNINGS.........coiiiiiiiiiiiiiiinnns

.................. E 46,734 $5,824,042

o SRS 139,796

YEAR ENDED DECEMBER 31, 1954

R R e $2,328,921

................... 3,351,782
........ 75,630

20,975

................... 1,654,155
................... 724,209
................... 941,297
................... 365,761
................... 252,160

651,665

392,661
535,557 5,657,261
166,781

5,283
172,064

............ 3,050 60,357
...... $ 111,707

The accompanying notes to financial statements are an integral part of this statement of earnings.

Hhlaternent of Earned Finfilees

YEAR ENDED DECEMBER 31, 1954

Earned surplus (deficit)—January 1, 1954, ... ..ot $320,513
Net earnings for the year ended December 31, 1954. .. ... ... veeeenninnnnn S —— 111,707
EARNED SURPLUS (DEFICIT)—DECEMBER 31, 1954, . . ..vvvvvevrinronmnanecnnennss $208,806

The accompanying notes to financial statements are an integral part of this statement of earned surplus.

NOTES TO FINANCIAL STATEMENTS — December 31, 1954

1. The company is operating undef a temporary certificare of public conven-
1ﬁence and necessity mnmdslz 3 (.msoAclrgojn;m_?]G Board for lh pcrgg:eda
ve years terminating on September e compainy a
u":m with the Board g that a per certificate be issued,
ail revenues from the United Sms Government through June 30, 1954
" are stated in accordance with final rares established by the Civil Actonautics
Board. Mail revenues from July 1, 1954 are based on @ permanent sliding
scale rate as fixed by the Board on December 10, 1954,

3, It was not necessaty to provide for Federal or State i income taxes on earnins
of the currenr year as the carryover of prior years' net losses are sufficient
to eliminate any rax liability.

4, 1954 the co?‘gmg issued $215, 000 of 6% convemble debeumm due
on July 31, 1964 ebentutes may be

" Northwestern ﬁuuo na! Bank of

debcnmre for each share of common stock converted on or before July 30,
1i= $5.00 principal amount of such debenrure for each share of common
stoc converted on or befare July 30, 1964,
On December 3, 1954 the company entered into @ loan agreement with the
l{d.mm:apnhs under which the company
borrowed $600,000 dt 4'-6'.6 :cpaylb]c in monthly instaliments with the last
payment due on Deccm 10, 1957, As semuty for the loan, the company
pled 3 aircraft, Among other things, the company agrees
that it will mxmum cm:rcnr assets that are equal to or in excess of its current
hiabilities; however, for the purpose of this compuration current liabilities
not include any indebtedness to the bank under this loan agreement.
’I‘hc pmcccds of the loan were used to pay the indebtedness to the Purdue

whole, or from time to ime in the amounr of $1,000 or any muln tb:reof
by gmn; ut least thirey days’ notice. A premium will be paid on ¢ redcmp-
tion of any debentures priot to ] nlz 31, 1959. as follows: 3% of the rincipal
of deb uly 31, l954 :u and mdu ﬁjuly
31, 1956; 2% of the principal amount o d:bcnmres r from ‘) y 31
1956 to and mcludu:s } y 30, 1958, 1% of the principal nmonm: o
from July 31, 1958 to and including July 30, 1959, No
uu:u bepmd on debentures redeemed subseguent to July 30, 1959.
Eﬁ bentures are convertible to common stock of company, as follows:
$3.00 pnncxpd amount of such debenture for each share of common stock
converted on or before July 30, 1959; $4.00 principal amount of such

.°\

On Febmuy 19. 195 the compmy adopted a stock option plan for employ-
ees, setting aside of 60,000 shares of nuthonusj but
umssm:d mmmun smr.k of $1.00 par value per share of the company,
Opuions for the purchase of such stock ar $2.8125 per share will be granted
from time to time by the Board of Directors. This plan will terminate on
February 19, 1956. On Jnm.m;g 21, 1955 the Board of Directars approved
an option to two officers of the company to purchase 10,000 shares each
at the price stated above,

. The company has an agreement to &;‘fcha,se 80 054 sbue! or ‘”"’"“““ﬁi

96% of the capital stock of Lake The contemplas
acquisition is awaiting appraval of the Civil Aaumuxics Board.

PRSSERGCE. 145010100 vivaevinins wivis o0 s $3,351,781.58 $2,303,738.15 $1,470,536.00 $ 860,598.47 $ 427,27843 $ 271,575.86

$4,881,715.39 $3,220,721.86

$1,378,219.93 $ 910,778.83

1954
Operating Revenues
Mail...ooo 2,328,920.66
Express............oooiiia 75,630.18
Excess Baggage................. 20,975.32
Non-Scheduled Transport Service..  46,734.15
TOTAL. ..ot iviiieiiiiiiineannns $5,824,041.89
Operating Expenses
Flying Operations............... $1,654,154.77
Flight Equipment Maintenance . 724,209.22
Ground Operations. . ........... 941,297.10
Ground and Indirect Maintenance. 365,761.44
Passenger Service. .. ............ 252,159.61
Trafficand Sales. ............... 651,664.67
Advertising and Publicity........ 139,796.36
General and Administrative. ... ... 392,661.04
Depreciation and Obsolescence... 535,557.08
TOTAL. . ...ttt i inns $5,657,261.29

$4,931,402.03  $3,307,675.76

Net Operating Income (or Loss)..  166,780.60
Amortization of Route Develop-

ment Expense. ............... (5,226.58)
Other Income or Expenses, Net... (49,846.70)

Net Profic or (Loss)............. $ 111,707.32 $ (114,588.25) § (123,392.82) $

6,266.99 $ 92,112.75 $ (75,883.04) $(128,044.00)
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LINE MAINTENANCE AT TWIN CITIES BASE

NEW GROUND OPERATIONS EQUIPMENT
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