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Annual Report

The Deed of Agreement under which the Trustees are
operating requirez that at ths annual meeting ocertain
gtatements of ths condition of the Asgociation shall be
made to the ahareholdiers. For reasons gtated at the
last annual mesting no such rexort was zade, and in de-
fault of this I nov summarizs the operations of the
Trust from its organkzation in October first, 1887, to
the first of January, 1880Q. i

Prior to October first, 1887, the Companies whose ]
stocks were then associated in the Nxtionzl Lead Trust, |
#ith but few exceptions, had materiilly impaired their |
capitad by reason of the fierce gompetition in which il
their interests had been engaged. Their union was one |
of simpls self-defense, but wza 80 imperfect in itg i
character that the end sought for ®as not obtained, and “
the impairment of capital of these organizations con- 4
tinued through the year 1888, 80 that the aggregate los- j
ses of the Companies, a majority of whose stocks were ;
held in The Trust from the period of its formation until |
January first, 1889, amounted to £362,800.75. i

An effort had been made on the part of the Compa- ‘
nies engaged in & similar character of business to find ||
some relief from the violent and injurious competition t
#hich had in zreat measure rendered the large capital
involved valueless, and wis bringing continued disaster |
and injury to the trade. Thie culminated in a quite im=- |
perfect organization known as ths American Corroders' j
Aggociation, wshich ameliorated the condition to some ex- |
tent, but gave no adequate return for the capital and
lebor invested in this very large business.

The origzinal Trustees, therefore, continued their
efforts to place the business on a basis of intelligent
co-operation, by assoociating the large corroders of '
white lead with The Trust, aad in May, 1888, commenced
t0 gecure this desirable result, which has been in very
large measure adcomplished by practically uniting the
white lead business of\the United States.

The Trustees now hold a majority of the stock of .
thirty-one different companies. Included in these
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properties are three large smelters and one of the most
complete refineries in the ccuntry for the production
and refining of pig lead. We have also three linseced
0il mills, one of which i3 sccond largest in the ccuntry, .
by ahich we arzs able to not only supply all of our o#n
requirements, but produce 2 large and profitable surplus,
The rest of the Corpanies are for the manufacture of

shaite lead znd oxides in 21l of their differsnt forms, ]

and also lead pipe and shest lead.

The amount msnufactured ani sold by the organizat-
ton3s during tha yesar 1889 was 77,010 tons. We havs, how=-
ever, a capacity for the manufacturs of 87,000 tons.

And under favorable coniitions it is expected that this
entire ocapacity ocan be eventually employed. As hsreto-
fore 3tated, the Companlies whose stocks are associzted
in The Trust mads lossss up to the first of Januxry 12889.
In ths first gsix months of that year the twenty Companies |
whose stocks sers then held by the Trustees, notwsithstands
inz the imperfect terzs ¢f their assocliation, realized

a profit of £309,848.93.

|

Durin: the last six months of 1889 all the Companieef

rads a net profit of £792,173.04. This, too, notwith=-
staniing that a more rigid character ®f inventory accord-.
inz to the report of Auditor Davison, diminished the ;
actual profit made by more than %53,000. |

The rrofit realized by ths important factory and
0il mill of Armstrong & McKelvy, whose stock was not re-=
ceived until late in Deccember, 1s not included, and two
other large factories, ¢?iz: The Maryland and Davis
Chambers Co., #ere in assoclation only during ths months

of November and Dscermber.

S

In June 1889 it w2s found that our Smelting Com-
panies raguiring to purchase vast amounts of buliion and
le2d and silver ores, were laboring under the necessity
of borrowing large sums from the banks at high rates of
interest. This will bz appreciated when I state that
the value of the products of this branch of industry for:
the year 1889 amounted to £7,537,956.54.

It was thought advisable to increase the capital of |
our Smelters which has been done %o the sxtent of plac—
inz with them a cash gapital in addition to what they
had, of Nine Hundred Thousand Dollars, which makes them
amply atrong for all of their necessities, and has effect-
ed a large saving in their interest charges. Besides = |
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this amount, we have pald out in cash in the acquire-
gent of some of the properties mentioned 2227,200.59.

|
: |
It is fair to say that all of the Companiss im the |
Association, and edpecially those which came into the )
organization after July 1st, were seriocusly bendicaprad
4n re=zlizinz the profiis they were fairly entitled to,
by the fact of carrying large contracts rmade prior to
their association, and pending the fierce conflict in
wnich they were engaged, which in many ocases resulied in |
sctual logs. It is confidently expected that all the |
Compznies w11l be able to secure very muuh better results | '
in the cominz year than they have heretofore had, not by x
material increazgse in prices, but simply by a steady |
paintenance of their trade without the fear of Roasses L]
|

that come through trzde being taken by competitors at
reduced prices, arnd by economies that =2re being steadily

{ntroduced.

It is certainly expected, too, by the consolidation |
of management of the Companies wnere they are authorized |
to do so by lawm, will result in very great economy in the

|

direotion of rznufzcture of our material and in its dis-
tribution. The savings in freight alone by intelligent

' distribution from the various factories, will be an item
of great magnitude, and when it is taken into consziderst=
fon that a factory of five thousand tons capacity can
secure a very handsome profit by selling at exactly what .
it costs a thousand or fifteen hundrzd tons f2g¢hory to ;
menufacture at, it will be readily seen that such con- |
golidations as my be vroperly affected #31ll work great-
ly to the advantage of the associated interests.

In this comnsction it is proper to say that the
' Trusteeg of this Trust believe they are engaged in 2 per-
fectly legal z2nd proper enterprise, and it is their pur=-
Pose in all czses to invoke the ald of the laws of the
Statss in which the Ccmpunies whosz 3tocks zrz held in
the Agsociation are operating,; in the firm belief that !
the doctrine of intellizent co-operation through a Trust |
t Organization, will finally meet the favor and protection
b Of the Government of each of the States and of the United
States. About it there 1s no myetery, and will be no
 grezter secrecy than is found in all of the partoership
Or corporate organizations of the country. To this end,

. 8nd that the sharehollers may thorcughly understand the
.%¥hole principles of the organization, the Trustees have

f Very -properly caused the Deed of Agreement which binds
fall ghareholders, to be printed for distribution among
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and have directed that this report, shich practis l

hom

'41§ exhiblite the course of action of the Trustees
4poe the organizations to this time, shzll be spread i
' n

' The amount of actual cash assets helid by the dif- o

: 4
g ;,ent Ccmpanies over and above all thair liabilities

5, WResor paying for all of the plant is $5,594,189.39.

77 v Pwis i3 not 2t prresent a s well distributed as could be
<ov; R cired, that i3 to say, some Companies have an excesa
~li; B capital while others whose capital had been impaired |

‘<iTes ke atill under ths nscessity of having financial assist—
LWl ... Effort is now belng zade to succesgsfully correct

R £ | hese inequzlities ana prevent payment of interest un~

Tl Ecessarily.
CCiteg r
JVVéfgtl It i3 thought by ths Trustees that 1t 1s of par-

Ao»;:;n Rount importance to rake sach one of the interests in
Al BMRgosiation with us strong and able to carry themselves
: It is confidently

Renout the necessity of borrowing.
krooted that bafore ths expiration of this year this

K311 have been dones, a&nd that thercafter dividends can

g commenced and continuously pald to the shareholders. ;
%4 it is hoped, if no untoward circumstances arise and ;

2 A1 el he Trustees are aided by the shareholders as herein-
Bter stated, that this mauy be commenced within the

Mooeedinz six months.

£ This brinzs us to the consideration of the present
pitalization of The Trust. The aggregate valuation

2 the properties brought into tiais YTrust amounts to
82,361,900, inciuded in which is a reasonable valuation '
0r brands, goodvill and earning ocapacity. On these
Bluations certificatzs have been iasued on the basis of
ur for one, which makes the present capitalization of
he Trust 89,447,600, for which certificates are out-

$¥anding.

¥
~ !

S

- § In my judgement it was improvident to expand the

LSS -

Britalization of the Companies tO so great an extent. =

# The lead busineszs usually increases each year from
jA¥e to twenty per cent. It, of courss, has limimtions !
R 14 13 not to be expected that within any reasomabls
P2gth of time ths property can be made to increase to
B8 an enormous extent as will justify the belief that
gY¥2lue anything like equal to the present capitalizat- |

ot
i
}

o

RE 2% par oan be reached. i

{~"It ia vary readily peraceived by the course of ad-
{:?ns profits resulting {rom intelligent co-operation
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that on the basis of thirty millions of dollars the
properties agdregated in The Trust would be on 2 vary
reagcnable basis., It i3 balieved if thege propertics

! were aggregated in the hands of a few individuals or in
a corporation of limited holders that they would not part
with them on that basis. The present very large capitad~-
izaticn overshadogs the real values, and the enormous
amount of property that has besn aggregated together in
practiczl co-creration, and 1is certainiy risleading.

It i3 believed by the Trustees that if the outstand~-
ing certificates were surrendered on the basis of szecur-
ing one consolidated certificate for three shares, thus
practically reducinz the capiteiization to one-third of
#hat it is at pres=nt, that the sharss would not only
rapidly appreciate to par, but that they cculd be tho-
roughly rscomrended as 2 safe investment on that basis.

They have, thsrefore, caused to be perfected a plan
for voluntary relinguishuent of the certifiocatas at
present hzsld, to be merged into a consclidated certific-
ate, one of the new certifiocates repressnting three of
the old.

- I feel confident that after a carsful investigation
. of the matter, all of the certificate holders #ill per-

- ceive that thig is a wize and just plan tc bz adopted.

No one accustored to the conaideration of fair equival-
ents in value but willl readily see that there is but

Lk k. little inducement to endeavor to bring the present cap-

r dtalization to envthins like rar value; but with the cap-
it2lization reducad by tio-thirds, me can hope by reason~
avle ability in ranagerent ard honest adminigtration to
S gesure favorabls and satizfictory results.

ke #ith the capitalization reducei o the sum I have
. mentionad, I bellieve that the judzement of the Trustees,
. expreased after careful 2xamination, that these certif-
- F Ycates will ba sorth par and a fair dividend p=id on
w F that sum, 1s certain of accemplishment. And I, there~
- ' fore, very earnestly recommend that the plan sugzested
- . by the Trustees for consolijating the certificatas te
RPUCR A adopted.

Rsspactfully,

¥. P. Thompson,,

President.
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The following resclution, relating to the reduction
of the capitalization, was adopted by the Certificate-
holders at the Annual Meeting February 5th, 1890:

RESOLVED:-That the Trustees of The National Lezad
Trust be directed to taks such proceedings as they deem
advisable and practicable to reduce the total capital
represented by 211 the Certificates of the said Trust by
t#o~thirds of the amount thereof, provided that said
reduction can be zccomplisped without affecting the
relative interests of the holders of said Certificates

in the Trust Estate, or their rights urier the original
Trust Agreerment.
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