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for use, between the south bank of the Potomac and
Baltimore, and the tunnel under the latter city will be
finished during the ensuing ‘winter. - When this is effected,
there will be an unbroken railroad, from our terminus opposite
New York, from Philadelphia, and from Baltimore, to all
points of importance in the South Atlantic and Gulf States,
operated continuously by locomotive power, and with, the
single object in view, to promote the internal commerce be-
tween the North and South by the adoption of rates of freight,
that while they yield a reasonable profit upon their transpor-
tation, will, at the same time, be placed at figures which cannot
fail to secure the movement by it of a vast amount of tonnage
that is now forced into other chaanels, or lies dormant upon
southern soil.

At the instance of citizens of the growing and prosper-
ous city of York, the Pennsylvania Railroad Company pur-
chased the stock of the Wrightsville, York, and Gettysburg
Railroad Company, upon which line the bridges had been
destroyed by the Confederates, during their raid into Penn-
sylvania, immediately before the battle of Gettysburg, and
since only temporarily repaired. They have also purchased the
stock of the bridge recently erected across the Susquehanna,
at a cost of about $500 ,000, in place of the one burnt by the
citizens of Columbia, to protect. them from the rebel invaders ;
and have consolidated the stock of both with that of this Com-
pany; thus extending your railroad to York, where it con-
nects with the Northern Central Railroad, and by it and its
branches with Gettysburg. This line, in addition to the traffic
of the rich and populous region it traverses, opens up a profit-
able business in the transportation of iron ores, for which there
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is now a large demand at Columbia, Marietta, Reading, and
vicinity. .

The Hollidaysburg branch, has been extended during the
year, sixteen miles, through a fertile country, to the rich
hematite iron ore deposits of Morrison's Cove, the transpor-
tation of which product, it is believed, will fully repay the
' Corgpany for this outlay. It is also proposed to aid in the
construction of a branch line to the valuable ore deposits of
Blair and Centre Counties, commencing at Tyrone.

These improvements, with those already in operation, to the
extensive coal fields of the Allegheny Mountains, will bring the
chief elements used in the manufacture of iron together as cheaply
and of as good a quality as can be found in any other part of the
State, which will doubtless induce large additional capital to
seek these points for its production, and thus materially in-
crease the local tonnage and profits of your railway.

A branch line is Leing constructed from near Greensburg,
in Westmoreland County, to Connelsville; the extensive coal
fields surrounding which place are celebrated for the valuable
properties of the coke that they produce, the consumption of
which in Pittsburgh, Chicago and other Western Cities, affords
a growing and important traffic with which the cars that would
otherwise return empty to the West, may be loaded.

A lease of a line recently constructed between the Pennsyl-
vania Railroad, at Lewistown, and the Northern Central Rail-
way below Sunbury, was entered into late in the past year by
this Company, to be worked at cost. This line will furnish the
best outlet for the anthracite traffic at and beyond Pittsburgh.
seeking a market in that region, while it will supply the fur-
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naces at Lewistown with this fuel, and those of Danville with
iron ore from the deposits along its route. ‘

The large increage of tonnage centering at Pittsburgh, from
the extended system of railways controlled by this Company
west of that point, already demands greatly increased facilities
for its accommodation and prompt movement, which in conse-
quence of the broken topography of the lands adjacent to our
line in that city, it ie difficult and very expensive to procure.
To overcome as far a8 practicable these difficulties, the Presi-
dent met a Commitiee of the City Councils of Pittsburgh during
the past summer, and a plan was adopted as the basis of an
agreement between the city and this Company, which if ratified
will go far to remedy the troubles and detentions that exist at
this point, and increase the safety and convenience of the
citizens of Pittsburgh, while they will at the same time add
materially to the expedition of our trains in passing through

the city limits.

This plan involves the necessity of the erection of numerous
Lridges over and under the railway at street crossings, and
the sinking and change of our tracks at points upon the
line, entailing an out-lay by this Company but little short of
one million of dollars; an expenditure which may be distrib-
uted over several years. But looking to the rapid growth of
Pittsburgh adjacent to our line, and the increasing detention to
our trains thafthis must cause, if level crossings are maintained,
it is believed that this large disbursement will be justified.

The difficulty in passing freight trains from the south branch
of the Monongahela through the tunnel under Grant’s Hill, in
Pittsburgh and our yards adjacent to it, has been found soserious
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that it bas been deemed advisable to continue a lire at once
" through Birmingham (under the charter of the Pittsburgh, Vir-
ginia, and Charleston Railroad Company), to a point above Turtle
Creek, from whence a branch line will cross the Monongahela
to the Pennsylvania Railroad upon a route of better gradients
and a shorter distance than that now used. The Pittsburgh,
Virginia, and Charleston line is to be continued up the Valley
of the Monongahela through a fertile and populous region, con-
taining exbaustless ficlds of the best varieties of bituminous
coal, and must, in itself, prove a profitable enterprise.

The increase of the tonnage of your main line during the
past over the previous year was 22} per eent., to transport and
accommodate which,very large outlays for increased rolling stock,
real estate, additional sidings, warehouse room, extension of the
third track, and the construction of new and branch lines, have
been required. These, together with the payment of $1,109,224
of debentures, have been met by the distribution of increased
capital stock at par ratably among you, and a sale of securities
obtained in aiding the construction of other works.

The demand for additional facilities to meet the continued
pressure of a continually increasing business, promises to be
quite as great during the present year as the last. Such
extensions of your works are unavoidable and incident to rail-
way property, and must be met to prevent unnecessary com-
petition, and satisfy the public obligations that you have
assumed, which in this, as in most similar cases, are in harmony
with your best interests. To provide the means required for
these objects, it is deemed by yonr Board advisable to offer to
each shareholder whose name may be standing upon the books
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of the Company, on the 20th of February, inst., the opportunity
to subscribe at par to thirty per cent. of their present holdings,
to be paid as called for in instalments of twenty-five per cent.

each. .

The Company now own stocks and bonds, including those in
the sinking fund—nearly all acquired in perfecting its present
system of railways and canals—amountingat par to $55,000,000,
which, at a low estimate of their vahe, are worth $43,000,000.
Many of these securities yield no present income, but in the
aggregate they can be gradually disposed of, for at least the
sum estimated as their value. ,

If the state of the market during the ‘year, will justify the
sale qf any of these securities, the instalments upon the stock it is
proposed to distribute among you may not be so rapidly called in.

The surplus net revenues of your works during the past year,
without considering any increase of their profits from the increase
of traffi¢ it is proposed to provide facilities for, were ample, in
1871, to mcet the usual dividend (five per cent. semi-annually)
upon the addition to the capital stock of the Company it is proposed
toissue. And in these profits we have not included any income
from our stock ($8,000,000) in the Pennsylvania Company, which
- can hereafter pay regular dividends to its shareholders, or from
the £3,500,000 ofstock held in the Pennsylvania Canal Company,
which, after this year, will be in a condition to divide its net
earnings, nor any income from our large interest in coal prop-
crties that this Company has found it necessary to purchase to
prevent the diversion of this traffic from the canals that we
control—built by the State expressly for the development of
these intercsts—to those of rival improvements.
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The commercial interests of Philadelphia, which have for so
many years been apparently stationary, have shown,during the
past season, gratifying evidences of revival. It has been the set-
tled policy of this Comp;my to encourage the development of this
interest by anticipating its demands for increased accommoda-
tion and facilitics for the distribution of products to the con-
sumer and shipper, at the lowest practicable amount of charges.

The facilities heretofore afforded to the grain traffic, which
is that which has shown the most activity, have, until last year,
been greaﬂy in advance of its requirements, and, in consequence
of the limited demand for their use, their adaptability to the busi-
ness that they were intended to accommodate could not be fully
tested. The large grain elevator upon the Delaware was built
after plans found so successful in Chicago and other points'in the
West, but it docs not seem to be adapted to the business of this
port, where it has been the custom to keep diffcrent lots of grain
separate for shipment, instead of throwing them together ac-
cording to their classification as practised in the West, and its
arrangements will have to be modified.

For the purpose of meeting the demands of the local grain
trade of this city and surrounding country, an extensive gran-
ary was erected on the Schuylkill, where each car load of
grain may be kept in sepathte bins. This building has been
entirely successful, and its capacity may be doubled without a
heavy expenditure.

But the large volume of agricultural products that this
‘Company can, through its numerous connecting railways, bring
to this city from the West, will require still larger facilities
than cxist for their accommodation, to induce this traflic to
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remain with nws. We see no place so well located and
adapted to the objects desired—that can be had at so small an
outlay—as will be provided by the opening of Delaware
Avennue by the city, southwardly to Christian Street, of a width
of not less than eighty feet. A double track railway may then
be laid upon this avenue from which turnouts can be run into
the existing warehouses upon it, and on to the adjacent wharves,
all situated at the most convenient points in the City for ship-
ment. By this plan a large amount of capital may be saved in
the erection of warehouses, which can be better employed by
this Company in the increase of its equipment. Suchan arrange-
ment can only be carried into effect through the co-operation of
the corporate authorities, who will doubtless appreciate its im-
portance to the revival and increase of the commerce of the city.

Under the authority given by you at your last annual
meeting, the American Steamship Company of Philadelphia has
been fully organized by the election of H. J. Lombaert, Esq.,
aa President, and Edmund Smith, Esq., as Secretary and
Treasurer, with a capital of $704,700, of which this Company
owns $400,000. The first mortgage six per cent. currency
bonds of the Company, amounting to $1,500,000, have also been
issued .under the guarantee of this Company, and all of them
taken at par, giving a realized stock and funded debt capital
of $2,204,700 00, all of which has been sccured without dis-

count.

The four steamers that will constitute this line between
Philadelphia and Liverpool, have all been contracted for, to be
built in this city of American iron, by the enterprising firm
of William Cramp & Sons. The first vessel it is expected will
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be launched in June next, and the remainder as rapidly as
practicable thereafter. The total cost of these vessels under this
contract will be $2080,000. All of the steamers are to be
alike in their model and machinery ; the length of each to be
355 feet, and the breadth of beam 43 feet. They will be
arranged to carry 76 first-class and 854 steerage passengers,
and have an estimated tonnage capacity of 3,016 tons, old

measurement.

The Steamship Company has appropriately named the
four vessels that are now being constructed, after the States
traversed by the railways of this Company, viz: Pennsylvania,
Ohio, Indiana and Tllinois. ‘

In selecting the models and machinery of these steamers the
Company has gelied upon the experience and ability of the emi-
‘nent mechanical engineer, B. H. Bartol, Esq.,—a member of the
Board of Directors,—to whom whatever credit that may attend
their qualities as sea-going vessels, or their adaptation to the
business of this port, will be due.

Of the full success of this enterprise, with the co-operation
of this Company and the system of railways it controls in the
West, the Board does not entertain a doubt.

The Board has also entered into a contract for an interchange
of traffic with the International Navigation Company, who
propose to establish a line of steamships between Philadelphia
and Antwerp, stopping at Southampton, which, it is believed,
will promote the growth of the foreign trade of this port, to
and from points in Europe not reached by the American Steam-
ship Company, and will enure to the benefit of your line of

railway.
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As some fears have been expressed that the profits of the
broad gange railroads would suffer by a competition with those
of the narrower system, it is not out of place here to state that
in our opinion this cannot be their effect upon any leading line
of railway. The only material advantage that the narrow
gauge (say three feet) has over the broader railway, is in the
economy of its construction over a rough and difficult country.
To secure this economy, shorter curves, and, consequently, a
longer line, must be resorted to. The saving in dead weight of
machinery carried by one system over the other is not important,
as the heavy engines and cars used upon the usual gauge (four
feet nine inches) is not due to the width of the track, but to the
necessity of maintaining higher speeds, and the movement of
heavier loads, than is obtainable, with economy and safety, on
the narrow gauge. The equipment now used on the narrow
gauge is heavier than -that formerly used upon the four feet
nine inch lines.

The adoption of the proper gauge, to Le used in each case,
must be determined by the circumstances that surround the
proposed improvement, as neither can be judiciously adopted
until all these are known and considered. The narrow gauge
is certainly not applicable to a line between Philadelphia and
Pittsburgh. Experience has shown that the gauge of your
railway, which had its origin in the law of England, regulating
the gauge that had been found best for common road carriages,
is of ample width, to give the best results, on all first-class lines
where speed of transit is necessary, and the amount of trans-
portation large. '

The general office of the Company in this city having
become inadequate for its business, it has been sold to the
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Lehigh Valley Railroad Company. The new building will be
ready for use by the first of April next, and will, it is believed,
be sufficient for the accommodation of the business of the Com-

pany for many years.

Your Directors desire to express their acknowledgments to
the officers and employees generally for their strict attention
to and successful management of the business of the Company.
_ The acquisition of the lines in New Jersey has added to their
dutics and responsibilities. These lines have been brought un-
der the general management of A. J. Cassatt, Esq., who has,
during the past year, so successfully conducted the business of
the Peansylvania Railroad as General Superintendent.

The " General Superintendent of the Philadelphia and Eric
lailroad, W. A. Baldwin, Esq., also descrves the thanks of the
stockholders for his close administration of the affairs of that
railroad, which notwithstanding the low charges made for its
use, Lias shown a profit upon its operations.

' : By order of the Board,

J. EDGAR THOMSON,
President.
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