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ANNUAL REPORT

OF THE

Lehigh Valley Railroad Company

For THE FiscaL YFAR ENDING NOVEMBER 30th, 1892.

The total tonnage for the fiscal ye

JANUARY 17th, 1893.

ar ended November 30th,

1892, as compared with the previous year, was as follows ~—

Torar, TONNAGE OVER RoOAD IN T'oNs oF 2000 Pounps.

Anthracite coal

Bituminous coal and coke

Tons CARRIED ONE MiLE,

Anthracite coal

L] L] "

Bituminous coal and coke

Miscellaneous freights |

Miscellaneous freights . . .

‘Eotals .

1892,

1891,

INCREASE.

s e 10,559,228i 10,332,054 226,274

1892.

I,106,066,034

EISDSQI{JI-‘;

1,081,890,634

2,208,995,681

(5)

1,025,069, 657

18,436,697
846,678,263

1,890,184,617%

. | 313,671 |

1891.

265,847 47,824
.| 5653586 | 5,230,013 | 422,673

i LR 16,52&435i 15,829,714 696,771

INCREASE.

80,996,377
2,602,316

235,212,371

318,811,064
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AVERAGE FREIGHT RATES.

- — e

1892, 1891,
| |
Average rate per ton on coal . .| 85y cents. | 8188 cents.
. | |
Average rate per ton per mile on coal . | rooe cent. | {A#A: cent.
| ]

Average rate per ton on miscellanecus

freight [14¢%5 cents. | 113,88 cents.
Average rate per ton per mile on mis- |

cellaneous freight Py cent. Yo%’ cent.
Average rate per ton on total tonnage . 951 cents, 92 cents.

Average rate per ton per mile on total
tonnage L L L

1007 Cent. | - {tA cent.
|
PASSENGER TRAFFIC,
1892. | 1891. INCREASE,
—_—— | — ___-L — p— e =k =
Number of passengers carried . | 6,018,449 | 5,734,288 | 284,161
Number of passengers carried | ]

e L 0 e S ettt el SR A 105,072,504 | 98,848,684 6,223,820
< ANS (S IO | L A Sy
PASSENGER AVERAGES.

| 1892. 1891,
Average mileage per passenger . . . . 17¢%% miles, 17+% miles.
““  receipts per passenger . . . . 361’y cents. | 37448 cents.
“ ratepermile . . ... ...| 204 cents. 254k cents.

e St

Under date of February r1ith, 1892, the railroads, public
works, transportation lines, and appurtenances of this com-
pany were leased and transferred to the Philadelphia and




/

Reading Railroad Company for the full pertod of nine hun-
dred and ninety-nine years from the first day of December,
[891. The lease guarantees rentals equal to five per cent. per
annum for the six months ending May 31st, 1892 ; six per
cent. per annum for the six months ending November 3oth,
1892 ; and thereafter seven per cent, per annum, together
with fifty per cent. of all surplus net earnings, but not in any
one year exceeding in all an amount equal to ten per cent.
upon the then outstanding capital stock.

For the further information of the stockholders a copy of
the lease will be attached to the printed reports,

An auditing department has been created. through which
an annual adjustment of the accounts from December 1st,
1892, will be provided.

No statements of the earnings and expenses for the
past year are appended, but it appears from the report
submitted to the stockholders of the Philadelphia and Read-
ing Railroad Company for the year ending November 3oth,
1892, that the net traffic earnings of the Lehigh Valley sys-
tem have been increased by about $1,000,000 during the year.
Thisincludes less than three months of the income derived from
the .new line to Buffalo since the diversion of the business
from the Erie Railway early in September last. The saving
In rentals paid that company considerably exceeds the inter-
est charges upon the $15,000,000 Lehigh Valley Rail Way

Company and the $10,000,000 Lehigh Valley Terminal Rail-
way Company bonds.

Our capital account at the close of the fiscal year stood as
follows :—

Common stock (including scrip not yet con-
vertad}..................5)4.::-,335,01:::

Preferred stock . vily 106, 300
el B0, 400, 310

First mortgage, six per cent. bonds, due in 1898 (coupon
aid ragiatepac) . | o et Wt e D e S T 5,000,000

Second mortgage, seven per cent. bonds, due in 1910 (regis-
tered)........*................ 6,000,000

) L - v
e R, T T S i il e o
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Consolidated mortgage bonds, due (except sterling and an-
nuity bonds) in 1923 :—
Six per cent. bonds :—

Stevhng s i o faidn it $1,916,000
COUDONS = LA el s 1,504,000
IeRIStered i, 2 T 6,980,000
spnmey, et 0 e o . . 5,816,000
-- $15,916,000
Four and one-half per cent. bonds :—
COUPORE ;. o, e .+ « $1,436,000
heagaatered o U o, St 3,662,000
b T o Db 2,202,000
?}30{}10%
23,216,000
$74,657,310

Two hundred and eighty-five of the sterling bonds were
drawn payable December Ist, 1892, leaving 1,631,000 bear-
ing interest from that date.

The guarantees by this Company of the bonds and stocks
of affiliated companies are as follows

Pennsylvania and New York Canal and Railroad Company :—
First mortgage, seven per cent. bonds, due

U)o e PR EAS Sl et -+« + . $1,500,000
First mortgage, seven per cent. bonds, due |
FO06 SRR Y e B i v - L BO0060
Five per cent. bonds, due DR 1 i e ) 4,000,000
Four per cent. bonds, due 1939 v . L. S 2,000,000
$10,000,000
Easton and Amboy Railroad Company, first mortgage, five
per cent. bonds, due 1920 . .. . . . . e L T 6,000,000
The Lehigh Valley Rail Way Company, first mortgage, four
and one-half per cent. gold bonds, due 1940 . ., . . . . 15,000,000
Lehigh Valley Terminal Railway Company, first mortgage,
five per cent. gold bonds, due 1941 . . . . b By 10,000,000
Morris Canal and Banking Company :—
Preferred stock, ten pericent. . . o . .. $1,175,000
Consolidated stock, four pereent. . . . .. 1,025,000
—_— 2, 200,000
$43, 200,000

=
G re———p—

The Lehigh Valley Rail Way Company’s new line between
Van Etten and Geneva and thence to Buffalo has been com-
pleted during the past year, except the filling of several pieces
of trestle-work and the construction of some additional side-
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tracks. On account of the very heavy grades on part of
our old line between Van FEtten and (Geneva, and the oreat
volume of our business being done via the Erie Railway, it
was not deemed prudent to change its route until we had
at least one track of the new line between Van Etten and
Geneva in complete order. This was not accomplished and
the business transferred to our own line until September, since
which time all the traffic has been handled over it, and we have
also completed the second track. The cost of providing the
second track of the Lehigh Valley Rail Way at once instead of
spreading the expenditure over several years, as was contem-
plated, has resulted in a larger immediate expenditure than
would otherwise have been necessary, but its wisdom was
made manifest when the line was opened, the miscellaneous
freight traffic having increased during the year 422,673 tons.
Large additions to our yard room and side-tracks were neces-
sary in Buffalo and have been provided, and an extension of
our freight-houses on the Tifft Farm and in Chicago has been
ordered.

The New York Central Railroad between Batavia, Niagara
Falls, and the Bridges is being used as referred to in our last
report. The Rochester and Honeoye Valley Railroad has
been completed, and is in use between the city of Rochester
and a connection with our main line, and the extension south-
Ward to Honeoye Falls is in progress. Passenger and freight
stations have been built at Rochester ; also a coal trestle with
Convenient loading chutes. .

Work on the Lehigh Valley Terminal Railway has been
Continued through the year, The bridge across Newark Bay
s completed; also the extension through Jersey City to the
Waters of New York Bay, and to a connection with the Na-
tional Docks Railway. The latter, in which we own a half
interest, has been extended to Constables Hook. The con-
templated work of building extensive docks, piers,and other
shipping facilities at Constables Hook was rendered unneces-
Sary by reason of the lease of the Lehigh Valley Railroad to
the Philadelphia and Reading Railroad Company. The valu-
able water front and shore property has been retained, and may
be improved as the requirements of traffic may demand.
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During the year the Loyalsock Railroad, connecting the
Harvey’s Lake Railroad with the State Line and Sullivan
Railroad, has been completed.

The following additions have been made to the Company’s
equipment during the past year :—

BuiLt AT Our OwN SHOPS.

DOEOIIOIrEaN = i ataed Mot i i i B ame s L gl e te el
T e P g P sl S Caaot oL
0%, T e (T G S S 1 sl e e ST S 3
Gundnlar:ars..........*...............rgr

ERBODOE ARSI JO  SUIENT CUR ORI St grrws sl LTy 31
Service train caboose car . . . . .

. 1
BB A ey o S Rl L e e L s I
WOTKIEN'S CALS. i ol v v e eiae o 7
Sipeye el ot et g Sl 4 g paete LoAde S e Lo B I
Spemalserwcegﬂndulacar.....‘............. I
HGUSECHI"::.......+...............+...43

PURCHASED.

I O L e e ) L e o o T T a7t i T 27
Huusecars.............+............z,c:-m
AASSETIG BT IR LA L RN TR Y T L TR ST 20
COMDINATNY RIS et wh o n it 55 ook 1w i laTh varie Lis 5
LWHERODDer FORdOlaCars . .. . il Zru e o s g 1,939

Our equipment on November 30th, 1892, was as follows :—

CLASSIFICATION, NumMBER OF CARS.
el T AT i e A i S e Rl S St 655
GRAW CRER 7o o Y0 5 5 o G, o L 12
FRSSEHIRL At = o e o i R ek S L 210
Cnmbinationcars...................... 55
Sl ST R ey SERAE Sl O i S R R I 4
Baggage, mail, and Express 7 R SO L WA e T L et v 70
Stnckcars........_.........,...... 493
)1l e gt - CRE RS R S DY e pp - e 443
Gﬂﬂdﬂlﬂﬂﬂrﬁ........................2.{}?6
T T Ty e R R S S (S RS, o A - 10 47

I R T b 2 ke T oy fr e LNy ST el Tk K3 T 35
Huusecars..*‘.*....*..._...*......12,437

L]

Rl EeRatoreamd Y s siuts mar o bl ik bt e Ve il bt 331

FUREBERY. ORIS pip e ylor a1 Bete b b ot ekl 1 g i Gy S L T, SR 299

S L PR g N e S e W e S LT 48

Coal cars, four-wheeled . 25,815
({1

elghtswheslad 2%, o B s et el et e 9,097
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Also the following cars assigned to special service in work-
trains, &c. :—

Roadway departitent Gars'. . .o v 'ow s el Moot oo 1,230
SUPPISECArS V.. & coie i RORPI T L w Mo el b T e 50
B Hofe Tl o 1 el e s M R L i = ; 315
b TS R S B e T AR T iy 3 il 66
Wreclkeearsand tgolcarg o Vi s g ab O Ce SR St Th 66
ST e o g e e gy ML W o Ry i e ar v
RO DIOWEL o o e N o i by s LN Pl 10
' el e o e e L S o L : 10

The length of lines embraced in the Lehigh Valley system,
including second track branches, &c., was as follows, Novem-
ber 3oth, 1892 :—

MiILEs. MiLES.

o L0y Tl (S eion § | Setll (e RSl AL & 512 1o A ¥ 779.86

SECOTAtaeE s L R TUIL B ol PR, O T S R 514.00

Branchesandsidings . . . . . . .. .. . ol a ity TIORT AN
2,315.30

Add Schuylkill and Lehigh Valley Railroad
as below :—

MERTRRYAeRE 15, AL P DS IRES IO DiLe. DN Sty 39.46
Sgeond tranleri i a5 atte T LRI cdoy whEIr et g 5.16
branches and SIdings.: ./ o mtin e ails o e 8.13
52.75
Foraladlestt o5 o e S S Trait e, datn Su ] 2,368.05

The Williamsport and North Branch Railroad Com-
pany are extending their road from Nordmont to a connection
with the State Line and Sullivan Railroad, thus forming a
connection between Williamsport and all points upon our
line.

The rapidly increasing business demands the double-tracki ng
of our Mountain Cut-Off between Fairview and Pittston.
This work is estimated to cost $225,000.

The operations of the Lehigh Valley Coal Company for
the fiscal year ending November 30th, 1892, condensed from

g

- — 3 =
o T R v gy e o gy — — - -
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the report of W. A. Lathrop, General Superintendent, com-
pared with two preceding years, were as follows —

e e o - = = - —— i

|
| 18902, ‘ 1891. 1890.

Amount of coal shipped from |  Toxs. Tons. |  Tons.
collieries owned and operated | |
by the Company . . . . . . . 1,454,262 1,385,463 1,464,509
Amount of coal shipped by ten- i |
ants of the Company . ., . . | 3,096,271 | 3,247,632 | 2,499,562

et
fl 4,550,533 ‘ 4,633,095 3,964,071

===

The capital stock of the Coal Company was not covered or
in any way transferred by the lease of the railroad, the Com-
pany maintaining its own organization and the possession and
operation of its property and mines. The product ofits anthra-
cite coal mines, amounting, as above stated, to 1,454,262 tons,
was sold (except during the early months of the year) in cars
at the mines to the Philadelphia and Reading Coal and Iron
Company, dispensing with the necessity on the part of the
Lehigh Valley Coal Company of maintaining expensive sales
organizations, and releasing the capital heretofore required
in the conduct of its sales departments and in coal on hand
awaiting sale.- The net income of the Coal Company is there-
fore applicable to the reduction of its indebtedness to the
Lehigh Valley Railroad Company. The total amount ad-
vanced at different times by that Company to the Coal
Company for lands, improvements, advanced royalties, &c.,
exceeds $15,500,000, which has been reduced from time to
time by the operations of the Coal Company to about
$11,500,000. This has been further provided for by five
per cent. bonds secured by a mortgage, with sinking fund,
on the property of the Coal Company in the counties of
Lackawanna, Luzerne, Carbon, and Northumberland. These
bonds mature in 1933, and both principal and interest are
payable in gold.
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As stated in the report for the year 1889, the city of
Newark exercised its option to purchase the works con-
structed by the East Jersey Water Company for the supply
of that city, rather than to pay yearly for water at the rate
named in the contract, §39 per million gallons. The price
fixed for such purchase was $6,000,000. The works were,
as stated in the report for 1891, duly completed in ad-
vance of the date fixed for the first delivery of water, VIZ.,
May 1st, 1892 ; the water was turned on in the latter part of
April, and the city has since that time been continuously
furnished with all it required. The contract called for the
payment to the water company of $4,000,000 in cash or city
bonds on delivery of the works. Owing to the fact that the
damages had not been adjusted in certain condemnation pro-
ceedings, they consented to the temporary retention by the
city of $500,000 of this amount as security on this and other
matters, and received $3,500,000 four per cent. bonds of the
city of Newark on account. The balance of the purchase-
money, viz., $2,000,000, is due September 29th, 1900, and is
secured by the deposit of $2,000,000 of city bonds with a trust
company, until which date the water company retains under
‘the contract the right to divert and use for its own benefit so
much of 27,500,000 gallons daily as the city may not during
that time need for its own use, and all water available in ex-
cess of that amount, the city being restricted to a maximum
taking of 27,500,000 gallons daily until the above date. The
company has the right in the interval to dispose of this excess
as it may see fit.

Mr. Ario Pardee, who had been continuouslya Director of
this Company since May 13th, 1868, died in Florida, March
26th last.

In recognition of his long and valuable service the Directors
ordered the following to be entered upon their minutes :—

“ Ario Pardee, a Director of this Company since May 13th,
1868, died at Rockledge, Florida, March 26th, 1892, in his
eighty-second year. His very intimate knowledge of the ter-
ritory tributary to our lines, and of practical anthracite coal

- 2
T T e R i — i B o —_—
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mining, of which he was a pioneer, made him a valuable coun-
selor in the administration of the Company’s affairs, in which
he took a warm interest to the close of his long and active
life. The Board directs this record to be made upon its min-
utes in testimony to the value of his services and the personal
loss sustained by his associates, and that a copy of this min-
ute, duly attested, be sent to the family of Mr, Pardee.”

Mr. Rollin H. Wilbur was elected a Director of the Com- .
pany to fill the vacancy thus created.

It is with sorrow that we record the loss to this Com-
pany of one of its most valued officers. Suddenly, in the
early morning of last Christmas day, H. Stanley Goodwin,
our General Eastern Superintendent, departed this life.

For twenty-six years he faithfully served this Company ;
how faithfully and loyally those of us know who have been
longest associated with him. He was active in whatever ad-
vanced the welfare of the various institutions with which he
was connected, and of the community in which he lived. He
was conscientious and zealous in the performance of all duties
resting upon him. He was an upright man and a good citizen.

By order of the Board of Directors.

K. P." WILBUR,
President.




COPY "OF" EEASE

FROM

Tue Lenica VALLEY RaiLroanp CoOMPANY
TO

THE PaiLApDELPHIA AND READING RAILROAD COMPANY.

@l)iﬁ Inoenture, Made this eleventh (11th) day of Feb-
ruary, A. D. one thousand eight hundred and ninety-two
(1892), between The Lehigh |‘Jullcg Railvoad Tompanp, of the
first part, and @he Philadelphia and Weading Railvoad Company,
of the second part, witnessetl) : —

Whereas, The railroads of the companies aforesaid, parties
hereto, are connected with each other by means of intervening
railroads, and the said companies, in pursuance of the provis-
ions of the acts of Assembly in such case made and provided,
and of every other power and authority them in that respect
enabling, have agreed that the railroad of the said Lehigh
Valley Railroad Company shall be leased to the Philadelphia
and Reading Railroad Company, and shall be run, used, and
operated by the last-named company upon the terms and con-
ditions herein set forth.

Now this Indenture Witnessetl), That the party of the first
part, for and in consideration of the premises and of the rents
reserved, and of the covenants and agreements on the part and
behalf of the party of the second part, to be by it kept and
performed as hereinafter contained, and of the sum of one dol-
lar to it in hand paid by the party of the second part, the re-
ceipt whereof is hereby acknowledged, doth hereby let and
demise to the said party of the second part, its successors and
assigns, the entire railroad of the party of the first part, from

(15)

il T R Y ey
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its southern terminus at Faston, in Northampton County,
Pennsylvania, to its northern terminus in Wilkesbarre, Lu-
zerne County, Pennsylvania, as the same is now located and
constructed, or as the same may be hereafter located and con-
structed during the term of this demise, in pursuance of any
and every lawful authority now existing, or which may here-
after exist, and also all the railroads, branches, laterals,
extensions, sidings, turnouts, tracks, bridges, viaducts, cul-
verts, telegraph lines, posts and wires, rights of way, wa-
ter rights and privileges, all the lands, machinery, fixtures,
depots, railroad stations, telegraph stations, water stations,
houses, buildings, structures, improvements, appurtenances,
tenements, and hereditaments, of whatever kind or descrip-
tion, and wherever situate, now held or owned by the party
of the first part, as belonging to and appurtenant to the said
railroad as such or which heretofore have been or at any time
hereafter, during the term of this demise, may be acquired by
the party of the first part for some purpose incident to or
connected with the maintenance, operation, construction, or
extension of the aforesaid railroad or jts appurtenances. Also
all the engines (stationary and locomotive),- cars, tenders,
trucks, and all other rolling stock, tools, implements, 'ma-
chines, and personal property of every kind and description
in use or intended or adapted for use in, upon, or about the
said railroad or the business thereof, including all steamships,
steamboats, tugs, floats, canal-boats, barges, and other vessels
belonging to the party of the first part or to any of the here-
inafter mentioned corporations owned, leased, or in any man-
ner controlled by the party of the first part. Also all the
rights, powers, franchises (other than the franchise of being a
corporation), and privileges which may now or at any time
hereafter, during the term hereby demised, be lawfully exer-
cised or enjoyed in or about the use, management, mainte-
nance, renewal, extension, alteration, or improvement of the
demised premises, or any of them, |

And the said party of the first part does hereby set over
and assign to the party of the second part for and during the
respective terms thereof all leases of railroads and other pub-
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lic works situate in the State of Pennsylvania, New Jersey,
and New York; also all trackage and operating agreements
held by it or by any of the corporations owned, leased, or
controlled by it, and does hereby authorize and empower the
said party of the second part to enforce the terms and cove-
hants of said agreements and leases as against the other par-
ties thereto, and as against all other parties whatsoever in the
same manner and to the same extent as the party hereto of
the first part might or could do had not this assignment been
made ; and for this purpose the party of the second part may
use the name of the party of the first part and of the afore-
sald respective corporations owned, leased, or controlled by
it in all courts and places and in all proceedings in that be-
half; and the party of the second part hereby agrees to keep
and perform all the obligations of the party of the first part
and of the aforesaid respective corporations owned, leased, or
controlled by it under said agreements and leases. A list or
statement of the several leases and agreements above referred
to 1s hereto annexed and made a part hereof,

There are expressly included in this lease the buildings of
the party of the first part situated at 226, 228, and 2 30 South
Third Street, Philadelphia, and the office buildings belonging
to the party of the first part situated at South Bethlehem,
Pennsylvania, it being understood and agreed that in order to
provide accommodation for the transaction of the business of
the party of the first part and of all the companies owned,
leased, or controlled by it, the party of the second part shal
and will provide and set apart in the city of Philadelphia and
wherever else required by the said party of the first part, and
in such localities as it may designate, such rooms or buildings
as may in the judgment of said party of the first part be
reasonably required for such purpose.

@o fjave and to £old the said demised premises unto the
party of the second part, its successors and assigns, for the
full term of nine hundred and ninety-nine (099) years from
and ..cluding the first day of December, 1891 ; it being under-
stood and agreed that the term “demised premises,” wherever

]
L
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used herein, shall include all the railroads, public works,
transportation lines, and appurtenances hereinabove let and
demised, those which are transferred and delivered to the
party of the second part under and by virtue of the foregoing
assignment of agreements and leases, and those owned or
controlled by the party of the first part by virtue of ownership
of the whole or a majority of capital stock, or otherwise
howsoever.

And in consideration of the premises, the parties hereto do
hereby covenant and agree as follows, each party covenanting
for itself, its successors and assigns, with the other, its suc-
cessors and assigns.

Fivst.—That the party of the second part shall and will pay,
on the days hereinafter specified during the said term, to the
party of the first part, as rent for the said demised premises,
the following sums of money :(—

(2.) Such sums as will be equal to and will enable the party
of the first part to pay and discharge all interest moneys, divi-
dends, rentals, guarantees, and all other charges which it is
now obliged in any manner to pay upon its own preferred
stock, its bonds, obligations, or floating debt, or upon the
bonds, obligations, floating debt, or stocksof other companies,
or otherwise howsoever, a schedule whereof, approximately
correct, 1s hereunto attached and made a part hereof. Pay-
ment of the said various sums is to be made fifteen days prior
to the dates at which- the said charges respectively become
due and payable by the party of the first part.

Provided, Anditishereby éxpressly understood and agreed,
that if a reduction or an increase in the rate of interest upon
any of the outstanding obligations of the party of the first part
shall at any time hereafter be made, whether by extension of
the time of payment of the principal thereof, by a funding of
the said floating debt, or by exchange of existing bonds for
bonds bearing a less or greater rate of interest, or otherwise
howsoever, or if any reduction or increase shall be made in
the rental of leased roads or in any other charges, payable by
the party of the first part, then the sums payable by the party
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of the second part as above mentioned shall be reduced or
increased by an amount equal to the reduction or to the in-
Crease in the said interest, rentals or other charges.

And provided further, And it is hereby expressly under-
stood and agreed, that if the party of the second part shall
pay off and cancel, discharge, or satisfy any principal sum, the
Interest of which is payable as aforesaid as a part of the an-

. hual rental due by the party of the second part, for the said

demised premises, the said annual rent, payable by the party
of the second part, shall thereafter be reduced by a sum
equal to that theretofore annually payable as interest on such
principal sum, including therein all taxes which, by the terms
of the obligation, were payable in relief of the holder: but if
the party of the second part shall prefer to purchase, and
shall purchase, the stocks, bonds, certificates of loan, mort-
gages, or other obligations by which such principal sum shall
be evidenced or secured, or if unable to purchase shall pay
off the same and then elect to succeed and be subrogated to
all the rights and securities resulting therefrom or incident
thereto before and at the time of said payment, the said party
of the second part shall, as to the said stocks, bonds, certifi-
cates of loan, mortgages, or other obligations, stand in the
same position as any other holder of a like security, and the
interest thereon shall be retainable from the sums due by the
party of the second part as above stated.

(0.) Upon each of the dates, March 31st and June 30th,
1892, the sum of five hundred and four thousand one hundred
and eight-five dollars, the same being equal to one and one-
quarter per cent. on the existing outstanding capital stock of
the party of the first part.

(¢.) Upon each of the dates, September 3oth and December
31st, 1892, the sum of six hundred and five thousand and
twenty-two dollars, the same being equal to one and one-half
per cent. on the existing outstanding capital stock of the party
of the first part.

(4.) Upon March 31st, 1893, and upon the last days of
every June, September, December, and March thereafter, dur-
ing the continuance of the term of this lease, a sum of seven
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hundred and five thousand eight hundred and fifty-nine dol-
lars, the same being equal to one and three-fourths per cent.
on the existing outstanding capital stock of the party of the
first part.

(¢.) Upon the first day of January, 1894, and upon the first
day of every January thereafter during the term, an additional
sum equal to fifty per cent. of the surplus net earnings, as
hereinafter defined, which shall have accrued to the party of
the second part during the twelve months of the fiscal year
ending the thirtieth day of November next preceding, and if
the accounts of the party of the second part cannot be made
up by January 1st, so as to determine such sum accurately,
then the same shall be determined as closely as may be done,
and any error shall be adjusted, with interest, as soon there-
after as the same can be ascertained: Provided, however, And
it is hereby expressly understood, agreed, and covenanted,
that the sum thus payable by the said party of the second
part to the party of the first part, as and for its fifty per cent.
of the surplus net earnings, shall not in any one year exceed a
sum equal to three per cent. on the then existing outstanding
capital stock of the party of the first part.

Provided, And it is hereby expressly understood and agreed,
that if at any time hereafter the capital stock of the said party
of the first part shall be increased, under any provisions of
this lease (but not otherwise), the sums payable as herein-
before stated in paragraphs (&), (¢), (&), and (¢), shall be in-
creased by a sum equal to the amount of a dividend upon a
like amount of the present existing capital stock of the party
of the first party at the rates respectively above specified.

And provided further, And it is hereby further expressly
understood, agreed, and covenanted, that the words surplus
net earnings” shall be held to signify the sum remaining of
the total gross receipts, earnings, and income of said demised
premises during each fiscal year ending November 30th, after
deducting therefrom all such expenses of maintaining, operat-
ing, renewing, replacing, and repairing the said demised
premises, as shall be necessary for the safe, proper, and
economical operation of the same, all taxes as set forth in
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article third hereof, all sums named in paragraphs (a) and (<)
of article first hereof, and all sums payable by the party of the
first part and not properly chargeable to capital account.

Second.—An adjustment of accounts shall be made between
the parties hereto from the first day of December, 1891, to
March 1st, 1892, and the balance found to be due from either
party to the other shall be paid within ten days after ascer-
tainment. All liabilities or charges, and all revenues after
December 1st, 1891, except expenditures on capital account
as hereinafter provided, shall be charged and credited respect-
ively to the said party of the second part: JProvided, how-
ever, That any interest, charge, tax, levy, or assessment, pay-
able for any period beginning before the first day of December,
1891, shall be apportioned between the parties hereto so that
the party of the second part shall be liable for or entitled to
that portion only which shall have accrued after said first day
of December, 1891.

All liabilities heretofore incurred by or on behalf of the
said party of the first part, or by or on behalf of any of the
companies leased, controlled, or operated by it, for or on ac-
count of which under existing contracts or agreements pay-
ments are now due or shall hereafter become due, which are
or shall properly be the subject of charge to capital account,
may be liquidated by the issue of either bonds or stock of the
party of the first part, or of bonds of the companies primarily
liable therefor, at the election of the party of the first part,
with such guarantee by the party of the first part as shall al-
ready have been provided for. And the said party of the sec-
ond part hereby agrees that the interest upon such bonds and
the dividends upon such stock, at the rates hereinbefore pro-
vided, shall be added to and included as part of the rental
payable hereunder.

&hird.—That the party of the second part shall and will
punctually and faithfully pay all taxes, charges, levies, im-
posts, claims, liens, and assessments of any and every kind,
which, during the continuance of the term hereby demised,
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shall, in pursuance of any lawful authority, be assessed or
imposed on the demised premises, or any part thereof, or

-upon the business there carried on, or the receipts, gross or

net, therefrom, or upon the capital stock or the franchises of
the said party of the first part or of any of the corporations
owned, leased, or in any manner controlled by the party of
the first part, or upon the yearly payments herein agreed to
be made to the party of the first part, or upon the dividends
declared and paid by the party of the first part or by such
owned, leased, or controlled corporations to its or their stock-
holders, for the payment or collection of which the said party
of the first part, or said owned, leased, or controlled corpora-
tions would otherwise be liable or accountable under any law-
ful authority whatever: and also any taxes, charges, imposts,
or levies, or assessments in respect to either the principal or
interest of bonds or obligations of the party of the first part,
or of such owned, leased, or controlled corporations, which, in
pursuance of any lawful authority, the party of the first
part or such owned, leased, or controlled corporations shall
be required to pay without recourse to the parties to whom
such interest is paid, whether such recourse shall not be al-
lowed by the provisions of the statute, ordinance, or enact-
ment imposing or authorizing such tax, charge, or assessment,
or shall have been waived or released by any now existing
or future agreement of the party of the first part in respect
thereto.

And all other payments required to be made by the party of
the first part or by such owned, leased, or controlled corpora-
tions during the term of this indenture, and not herein other-
wise specifically provided for, and not properly chargeable to
capital account, shall be assumed and discharged by the party
of the second part, as if the party of the second part were
primarily liable for the same. The party of the second part
shall defend all actions of every kind that may be depending
or that may hereafter be brought against the party of the first
part or against any of the corporations owned, leased, or con-
trolled by it during the said term, and shall pay all amounts
that shall or may be recovered against it or them, or any or
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either of them, and shall also indemnify and save harmless
the party of the first part of and from all causes of action,
legal and equitable, and claims and demands that have arisen,
or shall or may arise against it, or which shall or may arise
against the said party of the second part in the exercise of its
powers under this lease and during the continuance thereof.
and all payments so made by the party of the second part
shall be charged as a part of its operating expenses hereunder
in the computation of surplus net earnings. Excepting, how-
eoer, out of the operation of this provision the liability as it
shall hereafter be determined upon the hearing of the appeal
of the Lehigh Valley Railroad Company, as alleged to exist
in a certain pending action taken in the Court of Common
Pleas of Dauphin County, and entitled The Commonwealth of
Pennsylvania zs. The Lehigh Valley Railroad Company, No.
88, of June Term, 1889, and as to the amount, if any, which
the Lehigh Valley Railroad Company may hereafter be called
upon to pay by reason of the final determination of the said
action, the said party of the first part may, in order to provide
money to pay the amount, issue bonds or stocks, and when
said bonds or stock shall have been issued the annual rental
herein provided to be paid shall be increased annually by the
amount of the interest upon the said bonds or by the amount
of the dividend upon the said stock: IProvided, That the
party of the first part shall, from time to time, and at all times,
give due notice to the party of the second part of any claim
presented or suit brought against the said party of the first
part, or against any corporation owned, leased, or in any man-
ner controlled by it, by which the party of the second part
may be involved in any liability whatever, and it shall be the
duty of the party of the second part to make in the name and
on behalf of the party of the first part, but at the cost and
expense of the party of the second part, any legal or equita-
ble defense that can be made to such claim or suit.

And the party of the second part shall and will assume
and fulfill all obligations and liabilities to which the party of
the first part or the companies owned, controlled, or operated
by it may be subject under any and all existing contracts or
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agreements between it, them, or any of them, and any other
persons or corporations.

Fourth.—The party of the second part shall also pay to the
party of the first part, commencing with the first day of July,
1892, the yearly sum of twenty-five thousand dollars, lawful
money of the United States, in equal monthly payments of
two thousand and eighty-three dollars and thirty-three cents
on the twenty-fifth day of each month, for the purpose of
defraying the expenses of maintaining the corporate organiza-
tion of the party of the first part, and which said sum is to be
appropriated to that purpose only. And up to said first day
of July, 1892, the party of the second part shall be liable for
and pay all such organization and office expenses from and
after December 1st, 1891, as the party of the first part shall
deem necessary for the closing up of its business, not exceed-
ing, however, the present rate of expenditure on account
thereof. All such payments made under this section shall be
charged as a part of the operating expenses of the party of
the second part in computing the surplus net earnings here-
under, | |

Provided, however, And it is hereby expressly understood
and agreed, that if in any year or years the rental paid by the
said party of the second part, which shall be applicable to
dividends, shall be sufficient to pay an annual dividend upon
the stock of the said party of the first part, exceeding seven
per centum by twenty-five thousand dollars, no payment of
the said sum of twenty-five thousand dollars shall be required
to be made by the said party of the second part for such year
Or years.

Fifth.—That the party of the second part shall and will,
during the continuance of the hereby demised term, keep and
maintain the said demised premises in good order and repair ;
keep in public use, manage, and efficiently operate the same,
and from time to time, and at all times, indemnify and save
harmless the said party of the first part from all liabilities,
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damages, claims, and suits by reason of anything done or
omitted by the party of the second part in the premises; and,
at the expiration or other determination of the hereby de-
mised term, surrender the said demised premises in the same
good order and condition as they now are. It being nnderstood
and agreed, however, That the party of the second part shall
and will keep up and maintain du ring the term hereby created
a line of insurance not less than the amount now in force
upon the demised premises, or on any part or parts thereof,
including the water-craft hereby as aforesaid demised, and
that all policies of insurance now held by the party of the first
part on any building or structure hereby demised or on the
contents of such structure or upon freight received for trans-
portation or in transit or upon water-craft shall be assigned
to the party of the second part, and all sums received under
any policies on buildings or structures thereunder shall, at
the option of the party of the second part, be either appropri-
ated to restoring or replacing the.buildi ngs or structures cov-
ered by such policies, or to the discharge, by purchase or
Payment, of any bond or obligation secured by any existing
mortgage upon the demised premises, in which latter case the
annual rental payable by the party of the second part to the
party of the first part shall be decreased by an amount equal
to the annual interest upon the said discharged bond or obli-
gation.

Sixth.—That the party of the second part shall and will,
during the continuance of the hereby demised term, provide
and maintain, and from time to time cause to be provided, as
the same may be required, adequate station and terminal
facilities for the receipt, shipment, and handling of all traffic
over the lines of the said party of the first part, and that it
shall and will keep and maintain in use on the railroad and
transportation lines hereby demised an adequate equipment
of rolling stock, vessels, tugs, barges, floats, canal-boats, and
other equipment and personal property adapted for railroad
and water transportation, and at all times sufficient for the
growth of the business of the lines of the party of the frst

. T —




26

part, and of a character and type equal in all respects to that
then in general use upon first-class rail, canal, and water lines,
replacing from time to time all such as may be worn out,
wrecked, or destroyed. All said equipment, including that
supplied to take the place of any worn out, wrecked, or de-
stroyed, shall be marked in the ordinary and customary way
as the property of the party of the first part. An inventory
of the said rolling stock, vessels, tugs, barges, floats, canal-
boats, and other equipment adapted for railroad and water
transportation, herein demised, shall be forthwith made, and
the same shall be appraised at their fair market value by
three appraisers, one to be selected by each of the parties
hereto and the third by the two thus selected, and the said
inventory and appraisement shall be attested by the signatures |
of the said appraisers, and be considered part of this agree-
ment; and upon the expiration or sooner determination of
the term of this lease, the party of the first part shall be put
: in possession of all the rolling stock, vessels, tugs, barges,
floats, canal-boats, and other equipment and personal prop-
erty then in use upon the said lines, and which shall be at
least of the value, tonnage, capacity, and efficiency of that
hereby leased to the party of the second part.

PSR ——— -

Seventh.—That the party of the second part shall not and
,t will not divert or permit or cause to be diverted from the
transportation lines or terminals comprising the system of the
party of the first part, its present traffic or any traffic which
would naturally go to or toward its destination by or over
the said system or any part thereof ; and covenants and agrees
that the tonnage mileage of all classes of traffic over the rail
and water lines of the party of the first part shall be fostered
and increased (by affording proper facilities and the making of
reasonable and proper charges for transportation, and other-
wise) in such natural and proper future growth as shall be due
to the location and resources of the system of the party of the
first part. And the said party of the second part shall at all
times and from time to time during the term, give and extend
to the individual nﬁ:eratmrs and miners of coal along the lines
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of the party of the first part, all due facilities for the shipping
and marketing of the coal mined by the said operators and
miners over the Lehigh Valley system and its terminals, and
the said party of the second part shall not do anything in
discrimination against the said operators and miners.

The term “traffic” wherever used in this agreement is to
be held as embracing passenger, freight, coal, mail, express,
and all kinds of rail and water traffic.

Eighth.—That the party of the second part shall and will
divide and apportion the rates on all traffic which shall pass
over the lines of the said party of the first part, and over lines
owned, leased, or controlled by the said party of the second
part, between the several parties over whose lines the said
traffic shall have passed, as follows: From the aggregate:
charge there shall first be deducted all arbitraries and terminal
charges,and the balance shall be divided pro rata among the
parties transporting the same, in the proportion of the actual
mileage over which the traffic has been transported by each :
Provided, however, That the arbitraries and terminal charges
thus to be deducted shall be such reasonable and customary
allowances as are or may be charged by other railroad com-
panies at the same localities, and shall not, at localities simi-
larly situated, exceed such reasonable allowances : Provided,
however, That so far as the existing divisions are fairly con-
sistent under all the circumstances with the foregoing basis
for division of rates the same shall be maintained, provided
that the division of the rates on anthracite coal shall be re-
considered : And provided, further, That where lines and ter-
minal facilities belonging to the system of the party of the
first part are used reasonable and customary allowances as
aforesaid shall be made and reckoned hereunder as part of
the gross receipts due the system of the party of the frst
part.

Ninth.—And the party of the second part shall, during the
term hereby demised, furnish such officers and employés of
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the party of the first part as shall be designated by the presi-
dent thereof with annual passes or tickets entitling them to

free passage in the passenger trains of the party of the |
second part. |

Tenth. — Separate, true, full, and accurate books of account
] i shall be kept by the party of the second part of all the oper-
H ations and business done by the party of the second part
l under the terms of this indenture, which books of account
and the data upon which the same are based shall at all times
be open to the inspection and examination of the officers of
';|':' the party of the first part, and of such other person or persons
T as the said party of the first part shall, from time to time,
i 8 | appoint to examine the same, with the right, privilege, and
| liberty at any and all times to make copies or extracts from
the same for the information of the officers and directors of
the party of the first part. And said party of the second part
shall furnish to the party of the first part on the twenty-fifth
day of each month during the continuance of this indenture a

statement showing the operations and business done here-
under., |

Eleventh.—That the party of the second part shall from
time to time, and at all times, save harmless and indemnify
the party of the first part from and against all loss or damage
resulting from or occasioned by any failure or neglect of the
party of the second part to comply with the covenants, stipu-
lations, and conditions herein contained on the part of the
party of the second part to be kept and performed, or from
i any failure of the party of the second part to do whatever it

| may lawfully be required to do in the use, management, and
| control of the demised premises.

1‘; @welfth.—That the said party of the second part, its suc-

cessors and assigns, keeping and performing the covenants
! herein contained on its and their part to be kept and per-
E[ formed, shall and may at all times, and from time to time,
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Peaceably and quietly have, hold, use, and enjoy the demised
Prémises and every part and parcel thereof with the appurte-
Nances, without any manner of let, suit, trouble, or hindrance
from the party of the first part, its successors and assigns:
and the said party of the first part shall and will at any time
hereafter execute and deliver at the expense of the party of
the second part such further assurances as may reasonably be
required for fully effectuating the objects and purposes of this
Indenture, and the more fully securing unto the party of the
second part all the estates, rights, and privileges hereinbefore
Mmentioned and granted, or intended so to be.

Ehivteenth.—That the party of the first part shall and will
Maintain its corporate existence and organization, and shall
and will from time to time, and at all times, when requested
by the party of the second part, its successors or assigns, put
in force and exercise, or cause to be put in force and exercised,
€ach and every corporate power, and do each and EVery cor-
Porate act, which the party of the first part or any corpora-
tion or corporations at the time controlled by it might now,
Or at any time hereafter, lawfully put in force and exercise, to
€nable the party of the second part, its successors or assigns,
to enjoy and exercise every right, franchise, and privilege
Which may lawfully be enjoyed or exercised in respect to the
use, maintenance, management, renewal, extension, alteration,
or improvement of the said demised premises, or the business
to be there carried on; the party of the second part agreeing
to indemnify and save harmless the party of the first part
against all expense, loss, damage, or liability resulting from
Or occasioned by any exercise of corporate poOwers, or per-
formance of corporate acts, by the party of the first part, or
by corporations owned, leased, or controlled by it, when ex-
¢rcised or performed at the request of the party of the second
Part.

Fourteenth —That if the party of the second part shall
during the term hereby created, with the consent of the party
of the first part, which is not to be unreasonably withheld,
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make any additions, extensions, betterments, or improve-
ments to, of, or upon the said demised premises, or if the
said party of the second part shall pay off any obligation of
the party of the first part, which the party of the first part
hereby consents may be done, then the said party of the first
part shall upon the request of the party of the second part, and
to the extent of the lawful power of the said party of the first
part in the premises, raide such money by issue and sale of
stock or bonds, or if the party of the first part shall so elect,
issue to the said party of the second part, either an amount
of bonds, bearing interest at a rate not exceeding six per
centum per annum, or shares of the capital stock of the
party of the first part equal at par to the cost of such addi-
tions, extensions, or improvements or the amount of such
payments; it being understood and agreed, however, that in
all cases of an issue of bonds or stock by the party of the first
part for any purpose contemplated or mentioned in and by
this agreement the party of the second part shall have the
prior right, at its option, to purchase the same at the pro-
posed selling price thereof,

Fifteenth.—That this lease shall not be sold, mortgaged, or
assigned, and the demised premises, or any part thereof, shall
not be sub-let, without the consent of the party of the first
part given in writing under its corporate seal. And no pur-
chaser at any judicial sale, nor assignee, receiver, nor mort-
gagee of the party of the second part, nor any assignee of the
party of the second part appointed under proceedings in bank-
ruptcy, or becoming so by virtue of any act or operation of
law in any proceeding against it at law or in equity, shall
have any title to or interest in the said premises hereby de-
mised, or any part thereof, without the consent of the party
of the first part given as aforesaid in writing under its corpo-
rate seal.

Sixteenth.—That if the party of the second part shall make
default in the payment of the rent hereby reserved, or in any
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of the payments herein covenanted to be made by it for a
period of thirty days after the same shall have become
due, or in case of any breach of covenant on the part of
the party of the second part, and thirty days’ notice thereof
given by the party of the first part to the party of the
second part if the same cannot or shall not be fully com-
pensated within such period of thirty days, then it shall
be lawful for the party of the first part, at its option, to
declare this lease at an end and the agreements herein
contained to be rescinded, and may thereupon re-enter and
repossess the whole of the demised premises as of its first
and former estate, and may resume, take, and enjoy all the
rights, privileges, and franchises as if this agreement had not
been made, and notice of the exercise of such option and of
any intention to re-enter upon and repossess itself of said
demised premises shall operate as a reassignment of the
agreements and leases assigned in and by this lease, but the
exercise of such option and such re-entry, repossession, and
reassignment shall not relieve the party of the second part
from liability to the party of the first part, its successors and
assigns, for all arrears of rent due and unpaid at the time, and
for all damages resulting from the breaches of covenant by
the party of the second part; and the party of the second
part hereby covenants and agrees that it will forthwith, after
notice of the exercise of such option on the part of the party
of the first part, deliver over to said party of the first part all
the property and rights then held by said party of the second
part under this lease, and will, on request, immediately exe-
cute and deliver to said party of the first part all agreements,
deeds, and transfers that may be necessary or proper to re-
invest said party of the first part with all said demised prem-
ises, and all said assignments, leases, and contracts as fully as
they were held by the party of the first part at the time this
lease was made, saving and excepting the personal property
purchased and paid for by the party of the second part under
this agreement, which shall in such case remain the property
of the party of the second part.

T T e e e e




— =
—_—_—— e

e

Pt

e

= *ET.:.—"&'_%-_

32

Seventeenth.—It is understood and agreed, and is of the
cssence of this contract, that if a certain agreement of even
date herewith, between the Lehigh Valley Coal Company and
the Philadelphia and Reading Coal and Iron Company, shall
be terminated for any reason whatsoever, then this lease shall,
at the option of the party of the first part, be also at once ter-
minated and ended, and such termination shall operate as a
reassignment of all agreements and leases assigned in and by
this lease.

Eighteenth.—It is further covenanted. and agreed that in the
event of the party of the first part resuming possession of the
demised premises as hereinbefore provided, the party of the
second part shall make good to the party of the first part any
depreciation or deterioration in the then aggregate value of
the demised premises as compared with their present value,
saving to such extent as the depreciation shall not have
resulted from any default of said party of the second part, and
shall immediately deliver to the party of the first part personal
property of the same character as and of equal value to that
hereby transferred to the party of the second part, or, in
default thereof, shall pay to the party of the first part a full
equivalent therefor in cash.

Nineteenth.—The party of the first part hereby agrees to
sell, assign, transfer, and set over unto the party of the second
part all its railroad material and telegraph material, such as
rails, iron, ties, timber, lumber, coal, and other fuel, oil, ma-
terials in repair shops, and in unfinished rolling stock, tele-
graph poles, wire, and all other articles generally known as
railroad and telegraph supplies, which, on the day of the date
of these presents, shall be stored of reserved for use or con-
sumption, and shall not then be in actual use for railroad or
telegraph purposes, or shall not have been issued for that
purpose. The party of the second part agrees to pay for
the personal property aforesaid a sum to be determined by
three appraisers to be forthwith chosen, or by a majority of
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them, one of whom shall be chosen by each of the parties
hereto, and the two thus chosen shall choose a third. The
said appraisement shall be made as soon as possible, and the
party of the second part shall pay to the party of the first
part the amount fixed by the said appraisers, as the said sup-
plies are issued for use. The expense of said appraisement
Is to be equally borne by the parties hereto.

@wentieth.—The party of the second part shall and will
during the continuance of the hereby demised term keep up
and maintain the present car-shops, repair-shops, and works
and plant of similar character, of every description, including
all tools, machinery, fixtures, and appliances of any kind
whatsoever therein and thereabout, in the condition the same
Mow are, and for the better securing to the party of the first
part the full performance of this covenant, an inventory of
the said tools, machinery, fixtures, and appliances shall be
forthwith made, together with all tools and appliances used
on or about the said railroad and canal and water transporta-
tion lines, and the same shall be appraised at their fair market
value by three appraisers, one to be selected by each of the
parties hereto and the third by the two thus selected, and the
said inventory and appraisement shall be attested by the sig-
natures of the said appraisers and be considered part of this
agreement; and that, upon the expiration or sooner determin-
ation of the term of this lease, the party of the first part shall
be put in possession of personal property of similar character
and of value equal to that herein leased to the party of the
Second part.

Twentp-first.—It is understood and agreed that all stocks
of its controlled corporations, and all bonds and other securi-
ties owned by the Lehigh Valley Railroad Company, shall re-
Main the property of the party of the first part ; the party of
the first part hereby expressly covenanting, upon the request
of the party of the second part, to execute and deliver, from
time to time, all such powers of attorney in relation to such

Stocks, bonds, and other securities as may be necessary to
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