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PENNSYLVANIA RAILROAD SYSTEM e« Notes to Condensed Consolidated Financial Statements

Note A: The condensed consolidated financial statements in-
clude financial statements of:

The Pennsylvania Railroad Company.

Companies, the common and preferred stocks of which are
100 per cent. owned, directly or indirectly, except The Long
Island Rail Road Company (see Note I) and companies which
are inactive.

Companies operated under agreements, principally long
term leases, and West Jersey and Seashore Railroad Company,
the lease of which was assigned to the Pennsylvania-Reading
Seashore Lines in 1933 with a guarantee of rental.

In all instances where the term System is mentioned in the
following notes, it indicates the group of Companies set forth
above.

Note B: Railway operating revenues for 1950 include a retro-
active adjustment of U.S. Mail pay of which approximately
$5,514,000 applied to the year 1949, $4,949,000 to 1948, and
$3,598,000 to 1947. ‘

Note C: Other income for 1950 includes $17,500,000 covering
adjustment of accruals of Federal income and excess profits
taxes for years prior to 1948.

Note D: Railway operating expenses include charges of The
Pennsylvania Railroad Company for deferred maintenance for
years 1949, 1950, 1951 and 1952, in the amounts of $8,000,000,
$10,000,000, $4,000,000 and $4,000,000, respectively, the actual
expenditures being made in next succeeding year.

Note E: During 1951 and 1952, deductions for accelerated
_amortization of emergency facilities (principally equipment)
under certificates of necessity, were made in computing Federal
income tax liabilities. If these deductions had not been made,
provision for Federal income taxes of The Pennsylvania Railroad
Company would have been approximately $3,522,000 and
$8,792,000 greater for the respective years ($4,111,000 and
$10,386,000 for the System) and Net Income correspondingly less.

Note F: 952 ML M0 1949 1948

Rental:
Dividends on
stocks of leased
lines........
Interest on
funded debt of
leasedlines ... 13,916,062 14,076,431 14,305,028 14,367,436 14,268,265
Other.......... 101,549 _ 119,430 81,870 95483 _ 134,309
33,926,934 34,109,582 37,186,361 47,105016 47,044,671

$19,909,323 $19,913,721 $22,799,463 $32,642,097 $32,642,097

Deduct—Income
from leased
lines securities
owned:

Dividends. ... 15426839 15412643 18,230,697 28,040,964 27,972,379
Interest....... _3429.049 3332269 3,327,324 3,291,397 _4,055.549
18,855,888 18,744,912 21,558,021 31,332,361 32,027,928

Net rental paid to
publicly held
Interests...... 15,071,046 15,364,670 15,628,340 15,772,655 15,016,743

*The payments of dividend rental and the equivalent amount of
dividends returnable to The Pennsylvania Railroad Company on
stocks owned or held by it as lessee, were waived effective at
various dates in 1950, pursuant to modification of leases with
companies listed as follows:
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Cleveland and Pittsburgh Railroad Company

Erie and Pittsburgh Railroad Company

New York Bay Railroad Company

Northern Central Railway Company

Pittsburgh, Fort Wayne and Chicago Railway Company
Pittsburgh, Youngstown & Ashtabula Railway Company
Union Railroad Company of Baltimore

Note G: Dividend appropriation, $9,875,815, charged to Surplus
in 1949, was restated for comparative purposes.

Note H: Certain investments of the System of a par value of
$104,739,396 in the aggregate, which have been eliminated in
consolidation, were pledged at December 31, 1952 under various
mortgages and trust indentures. Pledges of other investments
are referred to in Notes I and J.

Note I: The amounts shown in the condensed consolidated
Balance Sheet for Investments and Advances— Affiliated Com-
panies, include the following investments in companies whose
properties are operated by their own organizations:

The Long Island Rail Road Company

The Long Island Rail Road Company (the capital stock of which
was owned 100 per cent. by the System from February 25, 1930
until January 19, 1950, and owned 94.54 per cent. thereafter)
filed, on March 2, 1949, a petition in the United States District
Court for the Eastern District of New York, for the purpose of
effecting re-organization pursuant to the provisions of Section
77 of the Bankruptcy Act. Since April 11, 1949, the railroad has
been operated by Trustees appointed by the Court and ratified
by the Interstate Commerce Commission. See page 23 of this
report as to present status. The stock is included in Investments
at $50,581,235 at December 31, 1948 and December 31, 1949,
respectively, and at $47,587,071 thereafter. No dividends were
received from The Long Island Rail Road Company since 1933.
The operation of the railroad during the years 1948-1952 re-
sulted in deficits as follows:

1952 $5,009,658 1949 $5,208,289
1951 8,491,093 1948 6,016,680
1950 4,604,712

The System also owned Long Island Rail Road Company Re-
funding Mortgage 4% Bonds and Unified Mortgage 4% Bonds,
which matured March 1, 1949 and are included in Investments,
at their cost, as follows:

Principal Amount Cost

December 31, 1952 $39,930,500 $39,457,745
December 31, 1951 39,929,500 39,456,744
December 31, 1950 39,924,500 39,451,742
December 31, 1949 39,898,500 39,425,729
December 31, 1948 7,474,000 6,981,279

Included in Advances for each year is an amount of $6,000,000,
representing unpaid balance of advances.

In addition to other claims, the System has a claim aggregating
$9,904,015 at December 31, 1952 (not recorded as income), for
unpaid interest since December 31, 1948 (at a rate of 3 per cent.
per annum) on advances, and for unpaid interest (at a rate of
6 per cent. per annum) on the above mentioned bonds since

their date of maturity.



Wabash Railroad Company

The System investment in Wabash Railroad Company, repre-
sented by slightly more than 99 per cent. interest in common
stock and 56.07 per cent. interest in preferred stock, is included
in Investments at approximately $13,100,000 in the aggregate at
December 31, of each year.

147,501 shares of preferred stock were pledged at December 31.
1952 with Trustee of a collateral trust indenture of Pennsylvania
Company. (See Notes K and L.)

Detroit, Toledo and Ironton Railroad Company

Detroit, Toledo and Ironton Railroad Company capital stock, of
a par value of $20,000,000, representing 81.52 per cent. owner-
ship, was purchased February 28, 1951, and is included in System
investments at cost of $21,100,000.

169,541 shares of stock were pledged at December 31, 1952 with
Trustee of a collateral trust indenture of Pennsylvania Company.

The Wabash Railroad Company also acquired, on February 28,
1951, $4,532,900 par value Detroit, Toledo and Ironton Rail-
road Company capital stock, representing 18.47 per cent. of
the outstanding stock. (See Notes K and L.)

Note J: In addition to the investments discussed in Note I,
the System has substantial investments in the companies listed
below, whose properties are operated by their own organiza-
tions. The amounts of such investments are included in the
condensed consolidated Balance Sheet under the caption Invest-
ments and Advances—Other Companies.

Lehigh Valley Railroad Company

The System investment in capital stock of Lehigh Valley Rail-
road Company is represented by 30.09 per cent. interest in
1948, and 25.38 per cent. interest in 1949, and thereafter. The
stock is included in Investments at $43,429,358 at December
31, 1948 and $43,478,000 at each December 31 thereafter.
Under a Trust Agreement dated June 22, 1942, such stock is
held and voted by Fidelity-Philadelphia Trust Company,
Philadelphia, Pa.

Funded debt of Lehigh Valley Railroad Company was owned by
the System, as follows:

Principal Amount Cost
December 31, 1952 $3,482,000 $ 957,165
December 31, 1951 4,557,000 1,575,809
December 31, 1950 5,291,000 2,138,326
December 31, 1949 5,291,000 2,138,326
December 31, 1948 4,144,000 1,811,346

The Wabash Railroad Company also has an investment in the
stock of Lehigh Valley Railroad Company which is represented
by 21.40 per cent. interest in 1948, 17.30 per cent. interest in
1949 and 1950 and 17.73 per cent. interest in 1951 and 1952.
Under agreement dated January 1, 1941, 258,929 shares are
held and voted by Marine Midland Trust Company of New York.
(See Notes K and L.)

Norfolk and Western Railway Company

The System investment in Norfolk and Western Railway Com-
pany is represented by 59.93 per cent. interest in preferred

Printed in U.S.A,

stock and 42.61 per cent. interest in common stock, and is
included in Investments at a cost of $10,490,439 and
$62,987,317, respectively, at each December 31.

1,323,191 shares of common stock were pledged with Trustee of
collateral trust indentures of Pennsylvania Company. (See

Notes K and L.)

Note K: Dividend Income of the System includes amounts
received from the Wabash Railroad Company, Detroit, Toledo
and Ironton Railroad Company and Norfolk and Western
Railway Company, as follows: -

1952 1951 1950 1949 1943
Wabash $2,566,635 $2,269,478 $2,566,093  $ 2,268,810 § 2,267,556
D.T.&I. 800,000 800,000 (Stock purchased in 1951)
N. & W. 8,917,662 8,917,662 8,917,662 10,116,304 10,116,304

(No dividends received from Lehigh Valley R. R. Co. during the period shown.)

Note L: Equity in undistributed Net Income and Net Assets of
the Wabash Railroad Company; Detroit, Toledo and Ironton
Railroad Company; Lehigh Valley Railroad Company and Nor-
folk and Western Railway Company, as indicated by the financial
reports of those Companies, is summarized as follows:

Equity in Undistributed Net Income
Per Share of P.R.R. Co. Stock

1952 1951 1950 J949 1948
Wabash $ .58 $ 42 $ .45 $.18 $ .57
D.T.&I. .08 .05 (Stock purchased in 1951)
L.V, 14 1 .07 003 .06
N. & W. .24 .28 .23 . 40
*Dividend: led Net I

Equity in Net Assets
Per Share of P.R.R. Co. Stock

1952 1951 1950 1949 loag
Wabash $10.55 $9.94 $ 947 $ 8.87 $ 8.66
D.T.& L 2.62 2.54 (Stock purchased in 1951)
L.V, 2.14 2.04 1.88 1.68 1.48
N. & W. 16.96 16.68 16.39 16.21 16.29

Note M: Excludes long term debt and sinking fund require-
ments maturing within one year from the date of the balance
sheet (pursuant to I.C.C. regulations), as follows:

Maturing In Amount
1953 $42,214,540
1952 43,657,560
1951 49,546,360
1950 25,307,360
1949 22,270,143

Note N : The System has assumed contingent liabilities aggre-
gating $179,650,000 as of December 31, 1952 by endorsement as
guarantor or otherwise (not included as liabilities in the con-
densed consolidated Balance Sheet), in respect of the principal
of obligations, issued by non-consolidated companies, including
terminal companies, in which the System has an interest.
Liabilities in respect to $172,398,000 thereof, have been assumed
jointly and severally with other railroad companies.

In addition there are other contingent liabilities, indeterminate
in amount, of the System companies, in respect of taxes, per-
sonal injuries and property damage, and other matters.

See comments on page 22 under heading of Legal Developments
—General.
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