
































10 TWENTY-SECOND ANNUAL REPORT

To the loss above stated, there should be added—to give a
fair exhibit of the workings of the lease of this line—the inte-
rest upon the capital required to operate the railway, the cost of
the rolling stock and shop machinery,—all of which is furnished
by this Company,—amounting at six per cent., to $210,000
I'>er annum.

The increase in the business of the line is almost wholly from
the development of the freight traffic of the Company. The
decrease in the relative expenses arise8 mainly from the dimin-
ished outlays on account of the original incomplete and defec-
tive construction of the road. .

The revenues of the lines operated by this Company, and
the amounts paid for their working expenses, interest and
dividends, are as follows :

From the Pennsylvania Railroad and Branches, - - 817,233,497 31
¢ ¢« Philadelphia and Erie Railroad, - - 2,804,250 36
Amount, - - - - - - - . $20,037,747 67

And the expenses of operating these lines were :

Pennsylvania Railroad, - - - $11,860,983 88
Philadelphia and Erie Railroad, - - 2,067,001 06
Thirty per cent. reserved to pay interest
on debts of the Philadelphia and Erie
Railroad Co., - - - - - 820,423 95
14,748,408 &

Leaving the net profits from both railways, for 1868, - $5,289,338 73
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Amount brought forward, - -  $5,289,338 78
From which deduct dividends declared in May and
November (in all 13 per cent.), with the taxes

thereon, - - - - - - $3,242,281 99
Balance to debit of Interest Account, - 701,610 84
Due on the lease of the Harrisburg and

Lancaster Railroad, - - - - 135,274 18

Annual payment to the State of Penneyl-
vania on account of interest and prin-
cipal due upon the purchase of her
works between Pittsburgh and Phila-

delphia, - - -« - - - 460,000 00
4,539,167 01

Leaving balance, - - - - - - - $750,171 77

The annual dividends of the Company since 1860 have aver-
aged more than those of 1868.

All of the branch and leased lines operated by this Company
(except the Philadelphia and Erie and the East Brandywine
and Waynesburg Railways, where the aggregate loss was
$88,105 84) have shown balances in their favor over opera-
ting expenses, equal in the aggregate to the interest upon the
amounts standing upon its books against them.

The earnings of the railways in which the Pennsylvania
Railroad Company is the holder of a majority of their shares,
but operated under their own Boards of Directors, were for the
past year as stated below, viz: '
Cumberland Valley Railroad, - - - - - - 577,064 72

Northern Central Railway and its leased lines, - - 4,151,351 91
Pitteburgh, Cincinnati and St. Louis Railway, - -  -2,327,455 43

7,055,872 06
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The Cumberland Valley Railroad extends from Harrisburg
to Hagerstown, Maryland, a distance of 74 miles. It is a very
important feeder to your main line, and traverses throughout
its length a wide and densely populated valley, rich in agricul-
tural resources, and bounded on either side by mountain ranges
containing some of the most valuable mines of iron ore in the
State, of inexhaustable extent. These mines are now being de-
veloped, and when reached by the branch railroad in course of
construction, the transportation of these ores will add largely
to the net revenues of that company.

The interest of your Company in this railway is held by its
Sinking Fund, and consists of 9,418 shares of the Common and
2,864 shares of the Preferred Stock, upon both of which, amount-
ing at par to $614,100, it pays regular dividends of eight per
cent. per annum, leaving a surplus which is being appropriated
in aid of the construction of the branch line mentioned, to the
largos\t of these iron ore deposits ; and towards the extension of
its own line to the Potomac at or near Williamsport, Mary-
land. ) .

/The Northern Central Railway extends from Baltimore to
Sunbury, Pennsylvania, a distance of 138 miles, and through
leases of, and contracts with other railway companies, it is prac-

_tically extended to Buffalo, New York. Its control by this
Company was the result of an unsuccessful effort upon the part
of the Baltimore and Ohio Railroad Company to shut up this
avenue as a competitor with its own railway for transportation
between Baltimore and the West.

Instead of a burthen to the Pennsylvania Railroad Company,
as apprehended at the time a purchase of a majority of its
shares was made by the Sinking Fund, it has proved a very
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profitable investment. After placing this work in good condi-
tion and increasing its equipment, it has been able to pay regu-
lar quarterly dividends to its shareholders, at the rate of eight
per cent. per annum, after leaving a reasonable surplus of net
profits. The number of shares of this Company held by the
Sinking Fund is 43,614, equal at their par value to $2,180,700.

The ordinary traffic of this line has increased with the popu- .
lation of the wealthy and enterprising section of country it ac-
commodates, while its coal transportation, which is still in its
infancy, has become a very important source of revenue. It
has connections through a lease of the Shamokin Valley and
Pottsville Railway, the control of the Lykens Valley Railway,
and a connection with the Philadelphia and Erie, the Lacka-
wanna and Bloomsburg and other railways, with all of the coal
fields of Pennsylvania, which will continue to give to it a con-
stantly increasing tonnage.

The Pittsburgh, Cincinnati and St. Louis Railway has becn
described in previous reports. It extends from Pittsburgh to
Columbus, Ohio, a distance of 193 miles. The interest held by
this Company in their stock and bonds, stands upon its books
at $5,633,450 09. It is an indispensable connection for the
Pennsylvania Railway with the West and South-west, and must
eventually pay reasonable dividends to its shareholders. Its
traffic for the second year of its use, as a continuous railway
between its terminii, is equal to $12,000 per mile of road.

In the Connecting Railway, which extends from West Phila-
delphia to Frankford—a distance of seven miles—and operated
under a lease by the Philadelphia and Trenton and Camden
and Amboy Railroad Companies, at an annual rental equal to
six per cent. clear of all taxes upon its whole cost; the Penn-
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sylvania Railroad Company holds 25,547 sha.res of the capital
stock, amounting to $1,277,350.

This road was constructed with means furnished by your
Company for the purpose of decreasing the heavy cost of pass-
ing its New York and Eastern trade through this city, and in
the expectation of returning to the Philadelphia Division of its
road much of the trade and travel which the delays and ob-
structions referred to had driven to other channels. The result,
as shown in the eighteen months since the road was opened for
traffic, has been such as we anticipated, while, in addition
thereto, we will receive, during the term of the lease, legal in-
terest upon the expenditure incurred.

The Canals east of the Allegheny Mountains, purchased by
this Company of the State of Pennsylvania, 173 miles in length,
have, as stated in our last annual report, been sold to the Penn-
sylvania Canal Company, of which General Isaac J. Wistar is
President. That Company has since purchased, with its first
mortgage bonds, a majority of the shares of the West Branch
Canal Company, extending from the Juniata river up the Sus-
quehanna and its West Branch to Farrandsville, above Lock
Haven—123 miles—and has consolidated its shares with those
of the Wyoming Valley Canal Company, which occupies the
North Branch of the Susquebanna from Northumberland to
Wilkesbarre, a distance of 64 miles, making in all 360 miles of
canal. This arrangement brings the Susquehanna system of
State Canals, below the coal measures—dismembered by their
sale to three Companies—under one control, without which
they could not successfully compete with the railways travers-
ing the valleys of the same water-courses. The whole of the
revenues of these canals must for a foew years be appropriated
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to their improvement and protection from freshets that have
heretofore periodically destroyed their usefulness for mbnths at
a time; to the great injury of their revenues and the business of
those who use them for the transportation of the products of
the country to market. When these objects are secured, the
investment of this Company in the Pennsylvania Canal Com-
pany will doubtless become profitable and highly advantageous
to the community, for whose accommodation they were origi-
nally built by the Commonwealth.

The assets of this Company—exclusive of its own road and
equipment—invested for the protection and enlargement of its
traffic are now, at a reasonable valuation, more than sufficient
to meet the whole indebtedness of the Company, except the
five per cent. bonds held by the State of Pennsylvania, which
are being paid by a contribution from the net revenues of the
(‘ompany in semi-annual payments of $230,000 each. During
the past year these contributions, after the payment of interest,
left $142,978 50 to be appropriated to the reduction of the
principal, which sum will annually increase as the debt upon
which interest is payable is reduced.

In the month of October last an attempt was made by the
Erie and New York Central Railroad Companies to break up
the through traffic arrangements of this Company, by large
reductions upon their freight charges. This movement was
promptly met by the Pennsylvania Railroad Company with
still greater reductions from time to time, which resulted in a
large increase of its tonnage. These low charges were con-
tinued until & restoration of former rates was desired by those
Companies, after incurring a heavy loss in their revenues ; while
the effort increased the prestige of this Company by bringing
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its shorter lines and better facilities more prominently into
public notice. After the failure of this attempt, the Managers
of the Erie Company, in disregard of popular sentiment and
public rights have--by means of large sums of money, sud-
denly realized from a confiding public, in & manner at least
unworthy of imitation—endeavored to arrest a healthy competi-
tion for the traffic between the East and West through the con-
trol of our connecting lines; and by this means divert husiness
" from its natural channels to their circuitous route to the sea-
board.

The policy of your Board has heretofore been to limit its in-
vestments outside of Pennsylvania to those Companies which they
had originally deemed it proper to assist, for the purpose of
securing connections with existing lines, whose interests har-
monized with its own. The restless spirit of our rivals in the
East and West, have however, rendered it necessary to make
our connections with the chief trade centres of the West more
perfect and less liable in future to molestation and inter-
ruption. This has been done to a great extent through a recent
lease to the Pittsburgh, Cincinnati and St. Louis Railway Com-
pany, guaranteed by this Company, of the lines of the Colum-
bus, Chicago and Indiana Central Railway Company, which
have direct connections with Indianapolis, St. Louis, Louisville
and Chicago.

The lease of these lines will require additional capital, to be
applied especially to an increase of their Rolling Stock—as well
as that of our own railway—to accommodate a business suffi-
cient to make the outlays upon them profitable. This it is pro-
posed to raise by giving to the Stockholders of the Pennsylvania
Railroad Company, registered upon the books of the Company
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on the thirtieth day of April next, the privilege of subscribing
to twenty-five (25) per cent. of their holdings at that time, in
new shares at par.* :

With the proposed increase of capital, the Board entertains
no difficulty in continuing dividends of ten per cent. per an-
num, even if these arrangements should not, as anticipated, in-
crease our nét profits to a greater extent than the interest upon
the outlays to be incurred. It will appear from an examina-
tion of the statements already given, that the business of the
past year would have justified dividends of five per cent. semi-
annually upon our whole anthorized capital of $35,000,000, and
still leave a surplus of a half of a million of dollars. The pro-
posed increase will make the Capital Stock about $33,500,000.

The rapid progress made by.the Union and Central Pacific
Railroads indicates the completion of a railway line across the
Continent during the ensuing summer. When it shall have
been opened throughout, your own road and its immediate wes-
tern connections will present the shortest line to and from the
Great Cities of the Atlantic seaboard, either by way of Chicago,
St. Louis, or by an intermediate route in progress from Keokuk
westward, connecting with the Union Pacific road near Fort
Kearney. This advantage will secure to it at least a fair and
reasonable share of the large traffic that will be carried between
* the Atlantic and Pacific States.

By some oversight, local considerations or a limited concep-
tion of the important part that railways were to play in the
movement of the internal commerce of the country, Pennsyl-
vania and Ohio have each been placed between two different
railway gauges which for a long time forced transhipments of
freights at their connections.

* For subse juent action of the Board, sce page 22,
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The Pennsylvania Railroad Company has, both on its easterr
and western connections, a gauge of four feet ten inches, and
Ohio on each side of her, a gauge of four feet eight and a half
inches—the latter being the prevailing gauge north of the Ohio
and James Rivers; while south of these the gauge of five feet
prevails, which should have been adopted orlgmally as the
uniform gauge of the United States.

To obviate the inconvenience, the increased cost, and the
additional capital required to move traffic, in consequence of
these frequent transhipments, from a difference of gauge of
only one and a half inches, broad tread wheels were introduced
for through traffic, which has, to a large extent, overcome
these evils. Owing, however, to the great oscillation of the
cars on the wider gauge, the OQhio lines insisted upon a play
upon the narrow gauge, that added materially to the cost of
hauling upon the gauge of four feet eight and a half inches; to
remedy which the gauge of your road has been changed to four
feet nine inches, and the Ohio roads have been or are being
changed to four feet nine and a half inches, leaving but a dif-
ference of a half of an inch, which it is presumed that time
will reduce to the uniform gauge of four feet nine inches.

Your Directors, in their last annual report, alluded to a very
important movement contemplated by the Philadelphia and
Erie Railroad Company, by which it was proposed to build &
railroad leaving that line at the mouth of Bennett's Branch of
the Susquehanna, thence up that stream to the summit, and
down the waters of the Allegheny to that river at the conflu-
ence of the Mahoning, and thence to Pittsburgh. This line is
designed chiefly for the transportation of freight at a slow
speed, with a view to so cheapen its cost as to compete with the
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water lines leading to New York. Upon no portion of this
route is there a gradient against the heavy traffic to the East
exceeding ten feet per mile, or sixteen feet against the West-
ward-bound trade, except for about four miles at the summit,
where a gradient of forty-eight feet in favor of the heavy trans-
portation is used, and for about four miles near the mouth of
the Mahoning, where fifty-five feet per mile may be adopted.
Until the traffic justifies the application of assistant power at
these points, the full Joads upon the sixteen feet gradient will
be passed over them by a division of the train. The excep-
tional gradient of fifty-five feet per mile, near the mouth of the
Mahoning, may be avoided by continuing uopn the side hill after
striking this creek, and intersecting the Allegheny Valley Rail-
road lower down; but the work will be expensive, and may be
left to a period when the traffic will justify the outlay.

It is not proposed to extend the Philadelphia and Erie line
beyond Brookville in this direction, as it will be there met by
the Western Pennsylvania or Allegheny Valley Railroads, the
charters of both of which companies cover the ground. From
Brookville, or its vicinity, the Philadelphia and Erie will even-
tually be carried westwardly, south of the lakes, connecting
therewith by branch roads. The grading of this railway for
about twenty miles is now under contract, and all of its expen-
sive sections will be let as soon as the line is carefully located.

The satisfactory results obtained from the business of your
railvays during the past year is largely due to the judicious
management of E. H. Williams, Esq., General Superintendent,
who has been ably seconded by his Assistants, John A. Wil-
son, Esq., Chief Engineer of Maintenance of Way, and A. J.
Cassatt, Esq., Superintendent of Motive Power and Machinery.
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The heavy traffic of the lines under their charge, has been
moved without serious accidents, and at a material saving in
cost compared with the previous year, considering the increase
of tonnage transported.

" The Management of the Philadelphia and Erie Railroad,
under its General Superintendent, A. L. Tyler, Esq., and his
Assistant, W. A. Baldwin, Esq., also reflects much credit upon
them, from the relative reduction of expenses rcalized in the
movement of its traffic.

Respectfully submitted,"

By order of the Board.

J. EDGAR THOMSON,
President.
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Office of the Pennsylvania Railroad Co.,
" Philadelphia, February 24, 1869.

To the Shareholders of the
Pennsylvania Railroad Co.

At a Stated Meeting of the Board of Directors, held this
day, the following resolutions were adopted :

Resolved, That by virtue of the power in them vested by reso-
lution adopted by the Stockholders at a General Meetings,
held April 30th, 1867, and confirmed at the Annual Meet-
ing, held February 16th, 1869, the Board of Directors do
hereby authorize the issue of one hundred and thirty-six thou-
sand (136,000) shares of the capital stock of the Pennsylvania
Railroad Company, and do hereby give to the St.ockhofders of
said Company the privilege of subscriﬁin g at par—either directly
or by substitution, under such rules as may Ee prescribed there-
for—to the said issue of stock, to the extent of twenty-five per
cent. of their respective interests, as they stand registered on
the books of the gompa,ny April 30th, 1869.

Resolved, That the new shares herein referred to, shall be
paid for in two instalments, as follows:

1st. Fifty per cent. at the time of subscription, between the
15th day of May, 1869, and the 30th day of June, 1869.

2d. Fifty per cent. between the 15th day of November, 1869,
and the 31st day of December, 1869 ; or, if Stockholders should
prefer, the whole amount may be paid up at the time of sub-
scription, and each instalment so paid shall be entitled to a
pro rata of the dividend that may be declared on full shares.

Resolved, That every Stockholder holding lesg than four
hares, shall be entitled to subscribe for one share; and those
%olding more than a multipleof four shares, shall be entitled to
subscribe for an additional share.

By order of the Board.

J. EDGAR THOMSON,
President.






