













































































PENNSYLVANIA RAILROAD COMPAKNT. 29
non-enforcement of agreements frequently entered into with the
New York Railrond Companies to abolish these lines, that this
Company entertained the propriety of meeting the difficulty by
the employment of the same weapons of attack and defence. After
much delay and earnest consideration, the subject was finally
brought before your Board for its determination, and referred by
it to the Road Committee. After a full investigation of the subject,
a report was drawn up by it, authorizing the establishment of a
fast freight line over the Pennsylvania Railroad and its connections
as the best means for meeting this competition.

This report was unanimously adopted by your Directors, and
a contract entered into with intelligent and active parties who
had spent ncarly their whole lives in the business of transpor-
tation between the East and the West, upon the State Works
of Pennsylvania; gentlemen who thoroughly understood the views
and objects of the Board, and who catered upon their dutiex
under an Act incorporating them as the * Union Railroad and
Transportation Company,” with ample means and a determination
to accomplish the object assigned to them. In different and less
experienced hands the enterprise, under the terms of their contract
with your Company, would most probably have proved a failure.

When the Union Line was established your Company controlled no
railway west of Pittsburgh or east of Philadelphia, and held but little
over 350 miles of road between the eastern and western commer-
cial centres, while the cars of this Transportation Company were
expected to traverse many thousand miles of railwaysin the West ;
gather up all the traffic that they could secure and bring it to the
eastern markets over your works, returning them by the same

channel filled with the merchandize and manufactures of the East.

The western railways were found by the Union Transportation
Company to be generaily deficient in car equipment, and the Com-
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panies owning them gladly welcomed the advent of an enterprise
calculated to relieve their.ever increasing wants, and eagerly entered
into contracts with it for the use of their railroads by its cars, and
under these contracts it was enabled to successfully fulfil the objects
we had in view,

The Union Transportation Company was organized under great
doubts as to its financial success, without solicitation from its pro-
prictors, and against the principles which the Board then recognized
as those which should govern Railway Companies in the manage-
ment of their affairs. But its establishment, under the circumstan-
ces that then existed, was considered necessary to the success of the
Pennsylvania Railroad Company, and its results have fully justified
its organization.

Since your Company has acquired control of its extended western
connections, east of the Mississippi, and removed the obstructions
that interrupted a free flow of traffic over your railroad from the
trade centres of the West to those of the East, the mission of the
Transportation Company has been fulfilled, and its continuance in

the sphere it occupied is no longer important to your interest.

It was contemplated on the organization of the Pennsylvania
Company to manage your western connections in the manner pointed
out in previous reports, that it should fill the place occupied by the
Union Transportation Company. It has however, required time to
get these extensive works into harmonious and efficient action, and
to fully understand their traffic. The Pennsylvania Company is
now ready to assume this duty, and arrangements have been made
for the transfer of all the transportation facilities of the Union
Company to it, which will be carried into ctfect as early as the
transfer can be properly made. The actual value of the property
to be thus transferred, consisting of cars, warehouses, wharves,

offices, shops, sidings, and all other property incident to its trans-
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portation facilities, is estimated—without its good will—at over
£3,000,000, and it has been purchased by the * Pennsylvania Com-
pany” for three millions of its Common Stock at par, thus in-
teresting individuals of expericnce in the management of that great
enterprise—a consideration of material importance and value.

The Union Line having fulfilled the objects that this Com-
pany had in view at its establishment, in a manner satisfactory
to its employers, it is gratifying to be able to state that it
has been so efficiently managed, that it has also proven a pecuniary
sucecess to its sharcholders.  Its profits have however been
mainly derived from transportation, over the extended system of
railways west of Pittsburg and cast of Philadelphia, under “con-
tracts of their own procurement, with the Companies whose roads
their cars traversed. The high rates of transportation that pre-
vailed during the rebellion, yielded very profitable results to the
line, as well as to your Company—the through rates over the Penn-
sylvania Railroad in many cascs having been twice those charged
upon its local freights.

It will also be remembered in this connection that neither law
nor public opinion would at the time have permitted the assump-
tion of powers by your Company that would have enabled it to
establish a transportation line to meet successfully the object
that your Company had in view. When the Pennsylvania Rail-
road Company commenced business west of Harrisburg (its then
eastern terminus) under the influence of the narrow policy which
then governed the management of the State Works, it was en-
joined from running it3 cars over the Philadelphia and Columbia
Railroad, a work built by the Commonwealth especially to afford
equal facilities to all that would usc it. A more cnlightened view
of the subject prevailed however in the Supreme Court, und the

injunction was dissolved.
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In reviewing the facts which induced the confirmation of the con-
tract entered into with the Union Line, your Board is fully satisfied
that the best interest of your, Company was promoted by the adoption
of the report of the Road Committee referred to, and that the
results of the operations of the Transportation Company have been
highly advantageous to your Company.

To draw a line that should regulate the interference of a corpo-
ration with private enterprises, even where directly authorized by
its charter to do so, is a matter of extreme delicacy, and the power
should be exercised with great caution, and with a disposition to bear
the ills that they bring upon the corporation and public—which
are Dot without their compensating advantages—rather than deal
harshly with established interests.

Your Board still believe that where cars have to traverse extended
lines of other and different Railways, that it is best for the interext
of the Railway Company where such lines are necessary that they
should be owned by private corporations or individuals, and run
under proper special contracts with those controlling the Railways
to be used.

'The extent of your Western connections and the rapid increare
of the local and through tonnage of the Pennsylvania Railroad
have not only pressed upon your Company the necessity of in-
creasing the facilities of its own Line, by the laying of additional
tracks, without which the traffic of the past year could not have
been accommodated, but they have also pointed out the necessity that
exists for an additional Line across the mountains that separate the
waters of the Mississippi Valley, from those of the Atlantic; to be
built especially for freight, and designed for cheap transportation
at slow rates of speed.

The route adopted for this purpose has been pointed out in pre-
vious reports, and the Line i now being constructed, with the
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assistance of this Company, by the Allegheny Valley Railroad
Company, and will connect its present Road at the mouth of Red
Bank Creek, with the Philadelphia and Erie Railroad at a point
120 miles west of its eastern terminug at Sunbury.

This Line has no gradients against the traffic exceeding a rise of
three tenths in a hundred, or less than sixteen feet in a mile on
straight lines—reduced proportionately upon curves. Its route
abounds through its whole extent with cheap fuel, consisting of
several varieties of Bituminous Coal in unusually thick beds, embra-
cing the best coking coals for iron smelting, blacksmiths’, gas and
cannel coals—the latter being the most accessible, of that variety,
to the Eastern markets.

This “ Low Grade Line” is in rapid progress of construction and
will be opened for use this year, or early next spring. Yhen com-
pleted, and its connections perfected with the West, freights may
be carried between the West and the Sea Board at much cheaper
rates than they can by any of the proposed Canals between the
Mississippi Valley and the East.

The Branches of your Railroad have not, in the aggregate, yielded
much, if any, direct profit to this Company, but they have added
materially to the prosperity of the State, and to the revenues of the
Main Line. Where built by other companies, they have been
leased to this Company, to be operated by it at cost, that their pro-
prietors might save the outlay that would otherwise be required for
rolling-stock and other equipment. The Railroad opened between
Lewistown, and Sunbury on the Susquehanna River, the past year,
has been thus operated. This Line, though it traverses a good
agricultural region, said to contain much undeveloped iron ore, has
not secured sufficient traffic to meet its running expenses, leaving
the interest upon its bonds, which have been issued to the extent

of $1,200,000, wholly unprovided for. The traffic of the Line is
3
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however, increasing, and may at a future period yield a profit equal
to its expenses and the interest upon its indebtedness.

All the Branch Lines recently promoted by your Company in
Pennsylvania, have had in view the development of the growing
iron ore or coal interest of the State. The Branch opened during
the past year to the ore banks of Morrison’s Cove in Blair County,
promises excellent results, while the Line in progress of construc-
tion between Lewisburg on the Susquehanna, and Tyrone on the
Pennsylvania Railroad traverses a country abounding in rich iron
ore deposits, which have for many years supplied the charcoal fur.
naces of that region with ores that have produced some of the most
valuable irons of the Juniata Valley. The ores of this region are
by this Branch made equally accessible to both anthracite and bitu-
minous coals of the best quality for smelting; and in view of these
advantages, it opens up a most attractive locality for the manufac-
ture of iron, the demand for which in the home market must annu-
ally increase, with the increasing cost of its production in Great
Britain; from whence the larger portion of the iron consumed in
this and other countries is at present procured. The analyses of
these ores, also show that many of them are well adapted to the

manufacture of Bessemer steel.

The facilities for the distribution of freights in Philadelphia were
not enlarged, in 1872, to the extent desired. The City Councils
promply acted upon the suggestion contained in the last Annual
Report of your Company, in relation to the construction of a Rail-
way along the Delaware front, between Christian and Dock Streets,
but the “law’s delay” has prevented, during the past year, the
completion of the improvements desired. The property-owners
upon the Delaware front, though anxious for the construction of
the work, have not given to it their active co-operation, and, in

consequence, this improvement so much needed by the commercial
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interests of the City, cannot be finished before the ensuing summer
or autumn. In the meanwhile the existing facilities for the accom-
modation of freights on Market Street are being seriously encroached
upon.

The erection of additional elevators for grain traffic has also
become important, though it is believed that these may be supplied
by private enterprise.

The Connection referred to in our last annual report, between the
Pennsylvania Railroad and the Pittsburg, Virginia and Charleston
Railway, crossing the Monongahela River above the mouth of
Turtle Creek, has been commenced, and if practicable will be com-
pleted this year. Its construction has become a necessity, from
the impossibility of passing freight trains from the Pittsburg, Cin-
cinnati and St. Louis Railway through Grant’s Hill Tunnel without
great delay. The cost of this connection is estimated at $550,000.
The Pittsburg, Virginia and Charleston Railway, which is to ex-
tend along the valley of the Monongahela to the State line of Vir-
ginia, is under contract as far as Monongahela City, and will be
opened to that point (thirty miles) during the ensuing summer.

Arrangements have been entered into with the City of Pittsburg,
by which nearly all of the streets of that City will pass over or
uhder the Pennsylvania Railroad, which will involve an cutlay by
this Company very little short of one million of dollars, an expen-
diture which it is hoped will be compensated for by the additional
safety secured to the movement of trains and the avoidance of

delays that occur at the present street crossings.

The Baltimore and Potomac Railroad Tunnel under the City of
Baltimore, delayed by the unusual scverity of the past winter, will
be finished in May next and will connect by one continuous line
the whole of the Southern system of Railways with those of the
North, and the National Capital with the coal and lumber regions
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of Pennsylvania. This important work, under an enlightened man-
agement of its connecting lines, canrot fail to exercise a most im-
portant influence upon the trade and the prosperity of the Southern
Atlantic States, and its completion may be hailed as an object of
national importance.

The Northern Central Railway Company, a controlling interest
in the stock of which is held by your Company, in consequence of the
low rates of freight charged, mainly upon its coal traffic in 1872,
did not earn its dividend, the means having been supplied from pre-
-vious surplus profits. To enable it to do so in the future, additional
capital is required to purchase increased rolling stock and provide
greater facilities for an economical distribution of freights at Balti-
more, the cost of which now materially interferes with the profits of
the Corapany. The means required for this purpose, it has been
suggested, can be most economically raised by a lease of the property
of the Company to the Pennsylvania Railroad Company. This is
not desired by your Board, and will only be entered into to promote
your interest in the Company as shareholders. The floating debt
of the Northern Central Railway Company is already sufficiently
large, and the means to provide for it, will otherwise have to be
met by a suspension of dividends until it has been materially

reduced.

It has been stated, in previous reports, that your Company had
transferred to an organization known as the “ Pennsylvania Com-
pany ” all the leases it had taken of Railways west of Pittsburg,
including the Indianapolis and Vincennes, and the Jeffersonville,
Madison and Indianapolis Railways; and the control, through a
majority of its shares, of the Pittsburg, Cincinnati and St. Louis
Railway Company and its Leased Lines—the Fennsylvania Com-
pany to ‘meet the conditions of these leases, and to pay the losses
sustained in working these several Lines, or either of them. Tke
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Cleveland, Mt. Vernon and Delaware Railroad, and the bridge over
the Ohio River at Cincinnati, being at the time in an unfinished
condition, were unot included in this transfer. In both of these
works your Company holds a majority of their shares. The Cleve-
land, Mt. Vernon and Delaware Railroad will be finished this year,
while the bridge over the Ohio has been in use for some months.

The capital of the “Pennsylvania Company” was placed at
$12,000,000, $8,000,000 of which was to be issued to the Penn-
sylvania Railroad Company in preferred shares, which amount
covered the cost of the property transferred, with interest to April
1,1872. After that date dividends were to be paid semi-annually
out of the net earnings. The first dividend of six per cent. per
annum was paid on the 1st of October last, leaving a considerable
surplus to the credit of income account. The preferred stock now
held by your Company will also participate equally with the common
stock in any dividends of income above six per cent. The, rental
and cost of operating all of these Lines leading from Pittsburg to
the Southwest, including the Columbus, Chicago and Indiana Central
Railway, have exceeded their income, while those leading to the
lakes at Chicago (via Fort Wayne) at Cleveland and at Erie have
yielded a profit more than sufficient, after deducting the losses
upon the Southwest Lines, to justify the payment of the dividend
mentioned.

When the property of the Union Railroad and Transportation
Company has been transferred to the *“Pennsylvania Company,”
the authorized capital of the latter ($12,000,000) will be filled
up, and the profits of the Company more than proportionally
increased.

None of the steamships building for the Liverpcol Line of the
American Steamship Company, in which your Company holds a
controlling interest, are ready for sea, but it is believed that the
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“Pennsylvania,” the first launched, will be in readiness to sail early
in May next. The models of these vessels are all alike and reflect
much credit upon their designer, B. H. Bartol, M. E. They
appear to be admirably adapted to the traffic of this Port, and
possess accommodations for passengers, both first class and emi-
grants, equal in comfort and elegance to any of the steamships that
ply between Europe and America. The work executed by Messrs.
Cramp & Sons, as far as it has progressed, has been faithfully done,
and it appears to be fully equal in character and substantiality, to
that of any of the European built steamships. They will have all
the modern economic improvements in steam navigation, and will
not cost on completion much, if any more than they could now be
built for in Great Britain.

d

One of the most energetic and enterprising merchants of this
city, E. C. Knight, has been made President of the Steamship
Company in place of the late Washington Butcher, deceased.
Under his administration we have no doubt but that the line will
be managed with credit to this Port and profit to the Stockholders.

In addition to the line established by the American Steamship
Company, we notice with pleasure the arrival at this port on the
17th ult., of the fine Steamer Vaderland, the pioneer ship of the
International Navigation Company’s Line of Steamers, to run
regularly between Antwerp and Philadelphia, under contract with
this Company referred to in our last annual report.

Since your last annual meeting, the Directors have had to mourn
the loss by death, of two of their colleagues. The first, George
Black, of Pittsburg, long connected with the public works of this
State, occurred in August last. To fill his place, John Scott,
a gentleman identified with the financial and manufacturing in-
terests of Pittsburg, was selected. This was followed, early in this
year, by the death of Washington Butcher, who had been a
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Member of the Board,—with a short intermission,—since 1849.
His long service, and devotion to the interest of the Company, ren-
der his absence from our meetings a serious loss.

The vacancy caused by Mr. Butcher’s decease, has been filled by
the election of Samuel M. Felton, C. E., whose high character and
long experience in railway management, is well known to this com.
munity.

It is with much regret that we have to mention that our esteemed
colleague, Joseph B. Myers, a Member of the Board for the past
ten years, has been compelled, owing to failing health, to tender
his resignation as a Director of your Company. This vacancy has
been filled by the election of A J. Derbyshire, formerly an efficient
Member of the Board, and who has always evinced a deep interest
in everything concerning the welfare of the Company.

In consequence of impaired health, Thomas T. Firth, who has
for so many years faithfully fulfilled the duties of Treasurer of this
Company, has been compelled to tender his resignation to the Board
that he might be relieved from the laborious and responsible duties
of his position. In accepting the resignation of Mr. Firth, the
Board, in recognition of the value of his past services, have assigned
to him the lighter duties of Secretary and Treasurer of the Sinking
Fund of the Company.

Edmund Smith, late Vice-President, who has been connected
with the service of your Company since 1847, has been elected by
the Board to fill the position of Treasurer—the Board having entire
confidence in his integrity and ability to perform the duties of that
office.

The increase of the business of your Company, and the continued
disability of some of its officers, has rendered a reorganization of
the Department for conducting the operations of your Railways im-

portant and desirable, to increase their efficiency. With this view,
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A. J. Cassatt, at present Manager of the lines between Pittsburg
and Jersey City, has bzen made Genaral Manager of all of the
Railways of the Company east of Pittsburg and Erie; C. H.
Garduner, General Superintendent of the Pennsylvania Railroad,
assisted by Frank Thomson as Superintendent of Motive Power.
William A. Baldwin has been continued as General Superin-
tendent of the Philadelphia and Erie Railroad ; F. Walcott Jackson,
General Superintendent of the Philadelphia and Trenton and the
New Jersey Railroads.

All of these gentlemen have been connected for many years with
the administration of the several lines committed to their charge,
and have materially contributed by their zeal and attention to their
duties to the success of your Compauy.

By order of the Board,

J. EDGAR THOMSON,
President.
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