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OFFICE OF THE AMERICAN Bern TELEPHONE COMPANY,
Bosron, March 31, 1885,

To TuE STOOKHOLDERS !

Telephone business in the year ending Doc. 31, 1884, has
shared the dulness which characterized most branches of in-
dustry during the same period. Nevertheless, the increase
in the number of subscribers and the telephones in use has
continued, although at a diminished rate.

The following comparative statement gives the statistics
for the year, which are substantially corrvect, although exact
figures in regard to some of the items cannot be insured, as
n considerable portion of the properties are not under our
direct ownership and control.

EXCHANGES,

INORTABE

1883, 1884, 1885, oVl

188,
ExXChangen: e e aans s 725 906 764 *142
Branch Of10es.c e oeessass 345 419 451 62

Milea of wireon Poled. ... v e semmen [vemsenos| 88481 | il
e A D T e e e oo | A ke et o
R T O] Gy O TUINCL S ) 5 ol T <ot e e [ 2 DR et fo eI

Total miles of wire........| 68,671 | 85,806 | 101,692 | 15,696
K GITOUItS . v ee vreenn ... | 74,484 | 97,422 | 107,268 | 9,846
“ subscribers..........| 97,728 128,625 | 184,601 | 10,976
“  omplOY88..eeianaress| 8,716 | 4,762 | 5,162 400

'

* Docronno.

EXTRA-TERRITORIAL LINES.

I INonEARE
JAN, 1, 1883, |JAN. 1, 1884.JAN, 1, 1886, DURING
1884,
Number of lines,%......... 247 598 826 228
Miles of pole lines,,....... 6,154 | 20,592 | 25,766 5,174
1T O e v e ala e a0 85 6B 01 (2058 59 N8 BO8T 6,272
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INSTRUMENTS.

' l INCREARE
‘DIE(J.'.EU, 1882 DEG, 20, 1883 DR, 20, 1884| nuniseG
! YrAn.

|
I-zox,ﬁsn 325,674 | 26,994

In hands of licenseces under
A P s e o e ()

The average daily number of exchange connec-

tions in the United States is . ; : 697,966
or a total number per year of ' : . 201,267,760
the subseribers paying according to the size of the exchange
and character of the service, from 3 1-10 to 5 7-10 cents per
connection.,
The average daily number of extra-territorial

connections (that is, connections between

a resident of one exchange district and a

resident of another exchange district) is 7,526
or a total number per year of ‘ . : 2,709,360

Our share of the reccipts from extra-territorial and toll
busginess has increasged nearly 50 per cont over the receipts
of the previous year.

It will be noted that during the year there was a net gain
of 10,976 subseribers in the exchanges, with an increase in
miles of wire of 15,696,

As a rule, all the larger exchanges have a steady growth,
and there seems no reasson to doubt that this will continue
for some time to come. On the other hand, there is a pause
in building exchanges in small places, and some seventy-eight
of those already started have been for the present given
up, while sixty-one new ones have heen established.

The establishment of these systems in small towns was
probably pushed too rapidly, in view of the stagnation in
general business which followed.  Many of those now aban-
doned will be restored upon a revival of business, and others
can be put into operation under a system which is being
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worked out for small exchanges without a central office, and
which, if as sucecessful ag we hope, will earry the telephone
into a large number of towns and villages where it is now
impossible to place them upon a paying basis,

The table shows an apparent decrease of one hundred and
forty-two in the number of exchanges veported ; but one hun-
dred and twenty-five of these have been redistrieted as branch
oftices, and are still in operation, while sixty-three branch
oflices have become toll stations. ‘

The process of taking the wires from house-tops and
placing them on pole lines has continued, and now there are
in the exchanges 83,481 miles upon poles, and only 11,886
miles upon buildings.

Great progress has also heen made in gefting the heavy
overhead lines into aerinl cables in the cities ; this is an im-
portant step, and one that is materially reducing the unsight-
liness of the telephone systoms, while adding much to the
sufety of the wirves and rveducing the cogt of maintenance.
There are now 4,300 miles of wire in gixty-nine miles of
aerial cables in use.

Some progress has been made in getting wires undergronnd
for short distances in the cities, and 1,225 miles of wire un-
derground are now reported. In New York the Legislature,
acainst the recommendation of the Roosevelt Committee to
whom the matter was referred, passed an act requiring tele-
phone companies in ecities of over 500,000 population (that
is, New York and Brooklyn) to place all their wires under
eround before Nov. 1, 1885, This is wholly impracticable
for several reasons.  In the first place, no method is known
by which entive telephone exchange systems can be worked
underground, although for limited distances and in certain
localities fuirly satisfuctory results can be obtained., Iven
were the method discovered, part of the wires must be over-
head for distribution from central points, and for reaching
plnees where subscribers ave so few that the cost of going
underground would be out of all proportion to the price they
could pay.
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Again, to place even the bhulk of the 6,639 miles of wire
in the New York and Brooklyn systems underground in one
year would involve the tearing up all at once of most of the
streets in those cities, and would not for a moment be per-
mitted. In New York, however, some important under-
ground work will be done this summer, the results of which
will possess great interest for our company, and if favorable,
we expect to follow them up with extensive improvements in
this direction.

The financial year of our company has been changed so as
to end December 81, and the Treasurer's statement is there-
fore made for ten months to that date.

The statement shows gross earnings for the ten months
from all sources, of $2,067,543.07, and net earnings of
$1,380,165.45, which with the balance of income from pre-
vious year, $348,884.17, and miscellaneous credit items,
$34,918.45, gives a total of $1,763,968.07. From this have
been paid regular dividends of $1,152,252, and an extra
dividend $288,068, and the balance of $323,653.07 carried
to surplus account.

Adding the net earnings for January and February, 1885,
to that of the previous ten months, would make the net
earnings for twelve months, $1,710,892.69, as compared
with $1,475,481.37 in the previous year.

We have received during the year $3,051,150, in stock of
licenged compunies for licenses and $107,450 for cash paid,
and have now u total of $22,125,173.86 in stocks.

As we have sold our licenses to these companies, we have
charged the stocks received in payment to * Stocks ” account,
and credited the amount to Patent account, Profit and Loss.
When the amount of stock, therefore, amounted to more than
the value of the patent rights upon our hooks, the Patent
account appeared upon the credit side, where it now stands
at $9,540,120,31, ag * Patent Account, Profit and Loss."”

The report of the Auditing Committee is appended.

Nearly all of the licensed companies are in good condition,
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and many of them continue to pay regular dividends in spite
of the general dulness, It has not, however, been a year
when new enterprises of any kind could be easily promoted,
and in common with other industries the telephone compa-
nies have found it difficult to sell stocks or bonds for their
construction purpoges. It has probably been as much due
to thig as to the lesgening of the demand for telephone ser-
vice that our output of instruments has decreased.

Most of the companies have met this condition of aflairs
by applying their net earnings in part, and in some cases
wholly, to their new construction.

The result of this conservative policy, although tempora-
rily disappointing to stockholders, has been to materially
inerease the intrinsic value and earning capacity of the prop-
orties ; and in view of the importance of an early occupation
of the field, while numerous infringing eclaimants were
atriving to gain a foothold, we have no doubt the policy was
the right one.  How far it should be continued under the
more favorable conditions that now lnl'o.vuil, is to be care-
fully considered by each company.

The amount of net earnings upplmd to new construction
in thoge of our licensed companies in which we hold stock is
stated by our Auditor to be $806,633.97 out of a total spent
for construction in 1884 of $1,505,907.64

The absence of revenue to our company from its invest-
ment in the New England Telephone and Telegraph Company
is noticenble, and is owing to the faet that we have been
obliged to use the net earnings of Boston, which, but for the
consolidation of the Boston exchange with several New
England uumlmniUH, would have been a constant source of
income to us, in the reconstruction of the exchanges and
lines outside of Boston. Irom this it will be apparent that
the charges made against The American Bell Telephone
Company of having gained an advantage over the New
England companies by the consolidation, is so far from heing
true that we have actually lost money by the transaction.
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The New England Company has earned in the year ending
Dee, 31, 18584, gross $912,621.75 and net $222,441.68, of
which $192,098.77 has been spent for construction.

In Canada, the Minister of Agriculture has declared the
Bell patent void on account of alleged failure to comply with
the law requiring manufacture in Canada of patented articles,
and with another requiring that such articles shall be offered
to the public.  The action of the Bell Company of Canada
in these regards has been taken in accordance with the best
legal adyice that could be obtained in Canada, and the
decigion of the Minister has oceasioned much surprise there.
The matter will be carried, if necessary, to the Privy Council
in England.  The infringing company will be at once sued
under the other patents owned by the Ball Company, and in
the mean time the net earnings of the company will have to
he used for construction, The company i carefully managed,
and its net earnings for the past year have increased to
$118,951.78 on a capital of §1,000,000, and of these earnings
$83,901.78 have been spent for construction.

The investment by the licensed companies of their net
eurnings in development, has prevented such an increase of
our income from our stock in those companies as we had
hoped for. We received from this source in the twelve
months ending Feb. 29, 1884, $440,923, and in the ten
months ending Dec. 31, 1884, the sum of $317,887.20. The
two monthg of January and February, 1885, will bring this
sum up to $465,580.20.

This year an increase is to be expected, depending in
amount upon the necessity in various quarters of applying
net earnings for construction.

The business of the Western Electric Company has espe-
cially felt the effects of the general depression. The gross
business for the year ending Dec, 1, 1884, was $1,534,784.04,
and the net abont $110,000, or 11 per cent on the capital
stoek.

The question of how to consolidate its buginess with ad-
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vantage is under congideration. My, W. S. Smoot, formerly
with the Remineton Arms Co., hag been elected president,
and we expect to secure an inerease of business with a less
expensive system of operation, before long.  The company
has, since October, 1882, put its net earnings into the busi-
ness, but has just declared a dividend of one and one half
per cent, — $15,000,

The experimental line between Boston and New York has
proved entirely successful, It was built with a metallie cir-
cuit of two copper wires (hard drawn No. 12), and was
placed upon poles belonging to the several companies oceu-
pying the route vie Providence. Conversation can readily
he carried on in low tones, the gpeaker’s voice being easily
recognized.  There can no longer be a question of the sue-
cesg of long-distance lines between all points within two
liundred to three hundred miles of each other, and even more,
where the demand for such service is of a character to war-
rant the building of metallic cireuit systems, Such systems
will be very costly, and our present licensed companies arve
neither provided with eapital nor organized for the purpose
of undertaking a work of the proportions which commercial
suceess in this business will involve.

[t therefore becomes necessary for our company to take
the lead in building lines of connection between the Jarge
cities, and a beginning will be made this summer between
New York and Philadelphia.

As we have already nearly reached the limit of our author-
ized capital, it is necessary either to obtain authority for an
additional amount, or to devise means of raising what may
he required in some other way than by an inereage in our
own capital stock. The preference for the latter method,
however, being general, we have applied to the Massachu-
setts Logislature for authority to increase our eapital to $30,-
000,000, in order that we may be equipped both for the
work just described, and for the extensive enlargement of
onr huginess in any branches that may appear desirable. It
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should be understood that it is not proposed to issue any
part of this stock, except as needed for the development of
our business,

As goon as definite arrangements can be made for going
forward with the work, the directors will place before the
sharcholders their programme for such enterprises as it is
thought best to undertake this spring and summer,

Among the inventions of the year, that of a new trans-
mitter, by Mr. Francis Blake, is prominent, and most excel-
lent results are hoped for in its adaptation to both long and
short lines. We expect to test it shortly in actual use in
our business. My, Blake has offered it to this company on
terms which are thought favorable, provided the tests result
satisfactorily.

Important progress has been made with the lawsuits in
which we have been engaged in the past yeur.

The suit against the People’s Telephone Company (Draw-
baugh case), so long pending, was argued on final hearing in
September last, and on December 1, the Court rendered decree
for the complainants. Thereafter, the motion for prelim-
inary injunction in the Overland cases, which had been heard
and suspended in January, 1884, was taken up, and on the thir-
teenth day of January, 1885, a preliminary injunction was
granted in the Pennsylvania Overland case, and on the same
day in the Trenton case. A bill was filed on the 6th of No-
vember last against the McDonough Telephone and Tele-
graph Company and the United States Telephone Manu-
facturing Company ; and on this a preliminary injunction
was granted against the defendants on the 14th of February,
1885, and in the case against the Baxter Overland Telephone
Company of Central New York, a preliminary injunction
was granted the 17th of March, instant,

In the telephone interference cases pending in the Patent
Office, argument on the appeal to the Commisgioner in per-
son in cases A, B, G, and No. 1, was had, and on the 3d of
March, current, a decision was rendered by the Commis-
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sioner aflirming the decision of the Board of Examiners-in-
Chief, which had been given last October in favor of Bell and
Iidigon, whosge inventions were controlled by our company.

The eases agninst the Molecular Telephone Company and
agninst the Clay Commercial have both been set. down for an
early final hearing.

It is hoped that this year will see the end of the most
vexatious and expensive part of our litigation, and that the
accumulating decisions of our courts that Bell invented the
telephone, will enable us to prevail with ease against the
infringers in all parts of the country, and will deter capital
from investing in infringing companies,

During the past year the Electrical Department has been
reorganized and its scope somewhat extended.

In the laboratory, all investigations and experiments in
connection with the patent litigation are conducted. In
addition to these, a series of experiments on insulation
materials is being condueted with gpecial reference to under-
ground and cable systems,

In the Patent Division, the preparation of the history of
the development of the telephone system has heen continued,
and is now nearly complete. The usunl examination of all
new inventions and patents, with special reference to practi-
cability and the state of the art, has been made.  The extent
of this work is best shown by the fact, that up to the close of
the year there have been issued 1330 United States patents
on telephone and telephonie apparatus. :

In the Mechanical Division, estublished this year, good
and eflicient service hag been done,

The principal work which hasg shown results has been:
A series of experiments on long-line apparatus; the protec-
tion of our systems and apparatus from strong currents,
either lightning or electric-light currents ; perfecting the cen-
tral office apparatus to be used in small exchanges ; simpli-
fying and perfecting the apparatus in general use; testing
line wire and establishing a stundard for the same,

In view of the statements which have been circulated that
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the larger part of the stock of The Amervican Bell Tele-
phone Company represents merely water, it may be well to
reeall to the stockholders the fact that out of the $9,602,100
of issued capital stock, about $5,000,000 has been paid in in
cash by the stockholders of the National Bell and American
Bell Telephone companies; $190,000 represents property
taken over by the National Bell Telephone Company at its
organization, and $105,000 is still in the treasury, and the
balunee represents patents.  And in addition to the £5,200,-
000 paid in in cash or property, net earnings have heen nged
to the amount of $351,000 in inereaging the plant of the
company.

As showing the magnitude of the telephone business, it
will be interesting to know that the capital stock of tele-
phone companies in the United States operating under the
Bell patents (omitting The American Bell Telephone Com-

pany ) was on Juan. 1, 1885, over $53,000,000
The gross enrnings were (partly estimated) over 9,500,000
and the net earnings were (partly estimated) 3,450,000

showing a gain over the earnings of 1883, though to what
extent it is difficult to say, as some of the companies failed
to report the inerense, and several have not been in business
long enough to be able to furnish the comparison.

At this time, when the question of the rates charged to
the users of telephones is heing discussed both in legislatures
and by the publie, it seems proper to call the attention of the
stockholders to a few faets in relation to this subject.

The average cost of a connection to a subscriber varies
from three and one tenth to five and seven tenths cents, ns
has been previously stated, For this sum the telephone
company is obliged to keep at the service of the subseriber
u wire, which, for a large part of the time, is idle ; to keep an
operator ready to receive hig ealls at all hours; to maintain
hig telephones and batteries in good condition ; to provide
for the rapid depreciation of poles, wires, switch-boards, and
all the apparatus of the central office, and finally to provide
all the improvements in apparatus which each year develops,
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for the public very properly insists on receiving the most
officient service that can be given.

As an instance of the rapid depreciation of property and
of the changes likely to oceur in electrieal inventions, it may
be well to say that the telephone system in Boston has heen
twice rebuilt, and the new multiple switch-hoards for the
Boston office had hardly been received and had not been put
in place, when the invention of an improvement in detail
guve such promise of excellent results that the boards were
shipped back to Chicago to have the new invention added to
them,

The sum, then, chareed to the subscriber does not scem
large when the cost of the service rendered by the telephone
company is considered, Neither does it seem exceptional
when it ig seen what the subseriber receives for his payment
of three to six cents, Ie obtaing an immediate conyersation
with any subseriber to his exchange, a conversation which
renders needless the employment of messengers, telegraphs,
and even the mail, all of which modes of communication are
cither slower or more costly, and often both more slow and
more costly and less satisfuctory than that which is given by
the telephone. The subscriber also obtaing the privileee of
communiecating for a small extra charge with the subseribers
of any exchange in towns or cities within a limited distance
from hisown. And as the number of subseribers in each
exchange increases, and as the distance through which tele-
phonic communication is possible becomes extended, the ad-
vantage to the subscriber is also greatly increased.

Ifinally, we may venture to hope that, as the season opens
and the general business outlook becomes hrighter and as the
infringing companies are one by one compelled to acknowl-
edge the validity of the Bell patents, the telephone com-
panies will also share in the returning business prosperity.

For the Directors,

W. H. FORBES,

President.



COMPARATIVE STATEMENT OF EARNINGS AND EXPENSES,

EARNINGS.

1888-84,
(12 Mon.)

81,695,678 58
17,969 59
4,887 74
440,928 00

Rental of Telephones . .
Sales of Instruments and Supplies
Royalty from Manufacturers
Dividends . . .
Commisgion from Extra-Territorial
and Branch Lines .
Commission from Telegraph Business

45,819 68
12,805 81

Interest . . . ' . 78,050 67
$2,295,694 07
EXPENSES,

Expenses of Operation . $172,909 69
Legal Expenses . : ‘ . 129,898 22
Interest and Taxes 125,882 89
Depreciation . 24,120 69
Commission . . . . 854,856 21
Royalty 12,500 00
$820.162 70

Net Earnings ‘ : - . 81,475,481 87

Balance of Income from previous year 168,081 54

Miseellaneous Items to Surplus
Account 5 . v 01,291 87
$1,734,804 78
Dividends declared ' . . $1,051,479 00

Extra Dividends, Dee, 15, 1884
Carried to Surplus Account .
Balance to Income Account . .

834,441 61
948,884 17
81,784,804 78

1884,
(10 Mo8,)

$1,635,848 64
5,808 55

317,887 20

58,109 75
11,290 10
88,604 78

$2,067,648 97

$193,553
124,809 25
33,710

98
825,207
10,000
$087,578 52 °
$1,380,165
848,884

45
17

84,918 45

81,763,968 07

$1,152,252 00
288,063 00
828,658 07

81,763,968 07

WM. R. DRIVER, Treasurer.

Bosron, Jan. 31, 1885.

N, B, = The above Statoment shows the business for ton months,

yours endod Feb, 28, Future flrmmneinl yoars will end Doe, 81,

Previous financial



STATEMENT OF ASSETS AND LIABILITIES, DEC. 31, 1884,

ASSETS.

Telephones . . : : 658,819 b1

Stocks 5 . ; . 22,125,178 86

Merchandise and Machinery . 18,851 28

Lines ., . ; . 4 102,270 55

Bills and Accounts Receivable . 681,498 74

Cash and Deposits . . , 520,586 33

LIABILITIES.

Capital Stock . . 5 : £9,602,100 00

Loan of 1882 (Convertible) . 3,600 00
* Bills and Accounts Payable* . 516,935 81

Patent Account (Profit and Loss), 9,640,120 381

Profit and Loss » ; . 8,225,478 63

Reserve . . . 5 . 61,297 b9

Sarplus . . : 5 3 1,067,112 43

$24,006,644 77 $24,006,644 77

* Of this amount $288,063 Ia the dividend paynble Jan. 16, 1885, to stoskholdors of record
Doe, 81, 1884,



REPORT OF AUDITING COMMITTEE.

Bosron, Sept. 6, 1884,

I heveby certify that I have audited the books and accounts of
the Treasurer of the American Bell Telephone Company for
the six months ending Aug. 81, 1884, as follows ; —

The cash book, its debits and credits and all accounts thereto
pertaining, including all rental accounts, the journalizings, stock
ledger, stock investments, notes receivable, bank accounts, and
cash on hand,

In my investigations have found everything in connection with
ihe above correct; that all disbursements as entered in cash hoolk
are sustained by approved vouchers; the certiflcates of stock in- -
vestments and notes, which the ledger balances call for, are on
hand or properly accounted for; and the books are kept with
ACCULACY.

CHARLES T. PLIMPTON,
Auditor.
Approved and forwarded by
W. G. SavronsraLr,
Committee on Accounts, American Bell Lelephone Co.
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Bosrow, Jan. 14, 1885.
W. H. Forees, Esq.,

President American Bell Telephone Company

Dear Sir, — 1 enclose herewith the report of Mr. C. T, Plimpton,
the accountant I have employed to examine the books and aceounts
of the company for the four months ending Dec. 31, ulto.

Respectfully yours,

W. G, SALTONSTALL,
Clomavittee on Accounts.

Bogroxn, Jan. 13, 1885,

I hereby certify that I have audited the books and accounts of
the Treasurer of the American Bell Telephone Company for four
months ending Dec. 81, 1884, as follows : —

The eash hook, its debits and credits, and all accounts thereto
pertaining, including all rental accounts, the journalizings, stock
ledger, stock investments, bills receivable, bank accounts, and cash
on hand.

In my investigations have found everything in connection with
the above correct ; that all disbursements as entered in cash hook
are sugtained by approved vouchers; the certifieates of stock
investments and bills receivable, which the ledger calls for, are on
hand or properly accounted for ; and the statement of the Treasurer
as exhibited by him as of Dec, 81, 1884, is in accordance with the
make-up of the books on that date.

CHARLES T. PLIMPTON,
Aecountant,
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OrricE oF Tue AMERICAN BELL TELEPHONE COMPANY,
Bosron, March 30, 1886,

T~

O THE STOCKHOLDERS :

The year ending Dec. 31, 1885, has not been marked by
the increase in business of previous years; but although
there has heen a loss of subscribers in exchanges at cer-
tain points, on the whole, the licensed companies have more
than held their own, the tofal number of subseribers showing
an increase of 2,969, and of telephones in use of 4,466, during
the year.

The comparative statistics which follew are substantially
accurate 3 but as usnal, we arve prevented from giving figures
with the precision which would be possgible, if the entire tele-
phone system were managed by us divectly : —

EXCHANGES.

P 2

| 82 | §%

1868 1884, 1886, 1880, -3’5 gm

=]

RE | &

& | Fs

o 3 = i

BXChANZOs . ceevasnsnsaass 725 006 764 752 10l e
Branch offlce] ceevsevenss 845 410 4181 432 40
Miles of wire on poles....|.ceesi|ivervuns 88,481 100,680 ,.....]12,140

do. on bulldings|seeeeafoeerans| 11,884 I0,0»HI‘ I,HBT‘...“.

do. underground|. . .o fresssas . 1,225 8,428...... 2,208

do. SUbMATING co|savsne|sasssnss|sae s D68 eas 204
Total miles of wira.......| 68,671 85,806 101,502| 114,871....../12,779
Total clrauits. ccosas sy T4, 484] 07, 422| 107,208 110,967 .....| 8,699

Total subseribers «.ao. .o 97,728 128,625 184,601| 187,670f..c...| 2,068

Total employees. ..o, cvoe| 8,716 4,762 5,162 g% T | PN 182




UNDERGROUND WIRES.

gllll[ﬁ‘%l'(;{:'sf:‘l‘l,lm‘: glinlcrl‘:l 15(‘(}\‘;%? 1 n“"::;:-f_ gyen
WashIngton . «uene comusein oy os . 770 903 222
OhIcago «vovaisansesspesssannasnes 760 760
New York.sesssalessnes scasns anne G627 627
Plttaburgh ...civdvnmnsinnans ionn 298 614 301
BOBLOI ifs s visa = e leen nlaiatolwa caiale v et 232 289 %
Brooklyn . coveesarseiiiaiiianan, 184 184
Baltimore: «oa .ot dealeaiin .., viata 11 11
Milwankee 1 1

‘ 1,226 8,428 2,208

EXTRA-TERRITORIAL LINES.

Inerenxe
Jan. 1, Jan, 1, Jan, 1, Jan, 1, during
1883, 1884, 1886, 1886, 18846,
Number of Hnesa.vieeennsans 247 508 826 931 105

Miles of pole 1Ines. ..o vyenes.| 6,184 | 20,502 | 25,706 | 81,305 | 5,629

Miles of Wire soaveveassas oo 18,6568 | 29,859 | 856,681 | 42,461 G 830
|

INSTRUMENTS,

| Incroase
| Doe, 20, | Dee, 20, | Deg, 20, [ Dec. 20, during the
1882, 1888, 1584, 1885, _yenr,

In hauds of Licensees, under

rental cooeviaues s oeeanaa| 237,728 208,680 525,674 830,040 4,466
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EXCHANGE CONNECTIONS.

The estimated average number of exchange
connections daily in the United States is .
Or a total per year of . ’ . | :
The number of calls per subseriber varvies in
different exchanges from 2 to 10 daily,
the average throughout the United States

being . . : : : : :
as compared with . 3 : : :

the number reported last year, an increase
of about 5 per cent.

The avernge cost to the subscriber varies ac-
cording to the size of the exchange and
the character of the service, from 2 to 7

cents per connection.

EXTRA-TERRITORIAL BUSINESS.

The average daily number of extra-terrvitorial
connections is A : : ; .
or o total number per year of . :

The extra-territorial earnings, as reported,

746,617
272,478,705

K4
b

B3y

6,663 .

2,431,995

amounted to . . . . ’ . $538,740 43

of which this Company’s share is .
an inerease over 1884 of . : . .

$72,677 28
$5,411 63

Last year's statement included the connections between

exchanges of the New York and New Jersey, an

d the Pacifie

Bell and Sunset Companies, on the receipts from which we

receive no percentage, These do not appear this year,

which will account for the apparent decrease in
of connections.
The removal of open wires from honse-tops

the number

to overhead

zables and to underground conduits has continued, the prog-



4

ress in the latter respect heing especially encouraging, The
gystem must always be a mixed one, as the final distribution
of wires to the customers, and the method of reaching places
where underground work would be too costly, must still be
overhead ; but we think that, within a few years, in all large
cities the open wires will be placed in eables above or under
ground to such an extent, at least so far as telephone com-
panieg are concerned, that the overhead wire nuigsance will no
longer be serions.

In New York an amendment to the law which ordered all
wires in New York City and Brooklyn under ground before
lnst November, was adopted, establishing a Commission for
ench of these cities with power to supervise the execution of
the law, and to arrange for placing the wires under ground
to such an extent as might be found practicable.

In Brooklyn the Commission has permitted the wire com-
panies to begin their work, and one hundred and thirty-four
miles of underground wire have been placed there by the
Telephone Company. In New York the Metropolitan Com-
pany in August, 1885, filed with the Commission [the neces-
sary plans and statements for an underground system, and
applied for permission to prosecute the work, but so far
without success, and this work in that eity is at present at a
standstill.

The Treasurer’s statement to December 31,

1885, shows gross earnings for the year,

from all gources, of " A . $2,765,884 93
Kxpenses . ' . . : : 072,688 45
Net earnings . 5 . ! : : $1,793,196 48
Miscellaneous credits . : ; ; 16,800 00

Eotals: f : : : ; . $1,809,996 48



Regular dividends paid . $1,170,192 00
Lixtra dividends paid . ; 392,044 00

—

Total . : ; : . $1,562,236 00

Reserve written off for depre-

ciation of instruments . 100,752 90
—_—— 1,662,988 90
Balance to surplus account . ’ ‘ . B147,007 58

Total surplus to date . ’ . i, $1,204,120 01

We have received during the year in stock of licensed
companies, $516,316.67, of which $207,200 was for li-
cenges, and the rvest for cash, and have sold $29,651. We
have received during the year in dividends from licensed
companies, $597,469.99, an increase of about $122,000 over
the previous year.

With longer experience the telephone companies have
lenrned that the cost of maintaining and reconstructing their
plant has been generally underestimated, and many of them
have in consequence been forced to recognize that the profits
upon telephone buginess are less than they had expected and
believed. Tor this reason they have appealed to us to make
certain concessions in their contract relations, and we have
given this subject careful consideration.

We think that our licensed companies should be led to fecl
that it is for our interest as much as their own that they
ghould be successful,  The agreements, speaking broadly, he-
tween our licensees and ourselves, ave that they shall furnish
capital for establishing and developing the business, and that
we shall supply the patents, which for a time are expected to
give exclusive rights, and returns large enough to invite
wpital to an industry involving unusual risks.

We have met our licensees ; first, by agreeing when desired,

that our share of net earnings, jointly with theirs, may be



uged for construction purposes, so that we in these cages ave
sharing the cost of developing the business ; second, we have
made a reduetion in the royalties on telephones used in small
places where the rates are low. This reduction involves a
loss of royalty amounting to about $200,000 per annum on
our present business, oflset, as wo believe, by keeping more
telephones in use than would be out under the old rates, and
it gives relief where it is most needed.

In the ease of the New England Company, we have made
substantial concessions to the licensees, and have agreed to
amend their contract so as to provide for future construction,
and at the same time to enable dividends to be paid from the
net earnings, which have necessarily heen used for some time
past for the purposes of construction ; and we are now care-
fully maturing plans by which those companies which are
not receiving a fair return upon the cash actually invested in
the business may no longer be deprived of an income upon
their property.

Daring the year a pole line has been built bhetween New
York and Philadelphia, with a capacity of seventy wires,
and twenty-four copper wires placed upon them, various sizes
being taken for purposes of experiment. Some difliculty
has been found in securing rights of way for this line.
Suflicient facilities are not yet secured in Philadelphia for
reaching customers there, but it is expected that this will
soon be accomplished, so that the question of commercial
demand between two large cities a hundred miles apart will
presently have a fair test.  The Metropolitan Company, of
New York, pays for and owng over one half of this line, and
will divide the expenses and receipts with us. The line
is practically completed, and, with twenty-five wires, will
cost about 215,000,

In our report last year it was mentioned that additional
capital would be needed for this business; and that we had
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applied to the Massachusetts Legislature to anthorize an in-
crease in our stoek.  As this was refused, and the volume of
the business, if successful, will need capital far beyond the
amount of our unsold stock, we have been obliged to make
other provision for developing this important branch, and
have organized o company under the laws of New York for
this purpose, called the American Telephone and Telegraph
Company. Mr. Vail has been made President of the com-
pany, and hag general supervision of its work., Mr. K. J.
Hall, oJr., is the general manager, with immediate charge.
Asg soon as suflicient encouragement iz received to continue
building these long lines, the above company is prepared to
build between Boston and New York, and other important
points.

The Canada Company has had a year of prosperity, in
spite of the adverse action of the government in annulling
the Bell patents. Their subscribers have inereased from
7,418 to 9,614, in fact more than in any previoug year.
The company gives good service, is not discouraged by
threatening legislation from extending facilities as fast as
needed, and has increaged its net earnings from $119,000, in
1884, to $158,000, in 1885,

To meet its necessary construction, this company increased
its capital stock, in 1885, $250,000, of which $200,000 has
been issued, and which wag sold at par. Of this increase
we took our pro rata sharve, namely, $117,500. Its stock
of $1,200,000 is worth par, and its Montreal directors, who
are also considerable stockholders, feel much encouraged
about the future of the company. In December, 1885, a
decision was rendered by the Department of Agriculture, to
the effect that the Edison patents owned by the Canadian
Company had not been forfeited under the provigions of
their Patent Act.

During the yenr a number of our eases have heen argued
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and decisions reached or injunctions granted. A short state-
ment of the most important is as follows : —

The ease against the Molecular Telephone Company,
which has been pending since July, 1883, was argued hefore
Judee Wallace on the 30th of Mareh, and on the 24th of
June a final decree was given for the complainants, and an
injunction issued.

The Rogers Telegraph and Telephone Company, a licensee
of the Pan Electric Compuany in Pennsylvania, suffered de-
fault, and an injunction issued on the 26th of June; and in
the same State a preliminary injunction was grantoed, after
full hearing before Judges MelCennan and Atcheson, on the
8th of July, in the case of the Western Pennsylvania Tele-
phone and Telegraph Company, a licensee of the National
Improved Company, and final decree was made and injunc-
tion issued in December following.

On July 16, a bill was filed in Baltimore against the Pan
Eleetrie Company and its licensees in that city and in Wash-
ton, and on Sept. 15 the Court refused to grant delay, and
issued a vestraining order until the ease could be heard.

The case against the Peoples’ Telephone and Telegraph

Jompuny, using the Hoplking instruments, was finally argued
before Judge Wallace in December, and an injunction was
granted the same day. At the same time he heard argu-
ments in the parent Overland case, and at once granted the
injunction.

Depending on this last case were suits agninst various of
the Overland sub-companies, and injunetions issned against
all of these. This includes the following eompanies : —

Overland Company, of New Jersey; Penn Overland
Company ; Baxter Overland Company, of Philadelphia ;
Maryland Overland Company i  Indiana  Overland Comi-
pany ; Baxter Overland Company, of Central New York;
and Michigan Overland Company.



In the suit against the Overland Telephone Company of
Lexington, Ky., begun Aug. 31, 1885, arguments were
heard on Oct. 6, and a preliminary injunction was granted
Oct. 8.

The Drawbaugh ease was reopened in October by con-
sent, to allow the defendants to put in what they claimed to
be newly discovered evidence, and arguments on this were
heard by Judge Wallace, at Syracuse in December, but the
Judge decided that there was nothing in the now matter to
alter the views ulready expressed by him, and he reaflirmed
his former decree,

Other injunctions granted during the year were against
the McDonough Company on February 14, 1885 ; New Jer-
sey Telephone Company, using the MeDonough claims, on
July 10 ; and the Citizens' Telephone and Telegraph Company
(Cleveland, Ohio), on August 15,

The Dolbear, Drawbaugh, Molecular, Overland, and West.
P'ennsylvania cases ave either in, or on their way to, the
Supreme Court, and the Dolbear case is expected to be
reached at the October term.

Regarding the proceedings of the Pan Electric Company
and the proposed government suit, the stockholders will
naturally feel much interest and the fucts will be stated
somewhat in detail :

The Pan Eleetric Telephone Company was organized in
1883, with a capital of $5,000,000, the ostensible basis of
vilue for which was n group of patents, some of which re-
lated to telephones, of one Rogers. Its headquarters arve in
Memphis, Tennessee, which is also the home of Senator
Havris, and others of its promoters.

These patents are perhaps the most palpable infringements
upon the Bell patents that any one has yet attempted to rely
upon 3 there is not even the pretence of any invention prior
to Bell, and the inventions ave of no importance whatever.
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The company had apparently so little to offer, that it was for
a time difficult to see what they expected to accomplish,
either in the establishment of o telephone business, or in
gtarting a legal contest.

The principal stockholders were lending politicians in the
Southern States, and their operations, so far as the telephone
business goes, have been mostly confined to that part of the
country.

General Joseph I8, Johnston, of Virginia, was made presi-
dent of the company, Senator A. H. Garland, of Arkansas,
its attorney, and Senator Harris, of Tennessee, General
Johnston, Senator Garland, Casey Young, J. D, C. Atkins,
of Tennessee, J, H., Rogers, formerly of Tennessee, now of
Washington, D. C., and Robert F. Looney, of Tennessee,
its directors.

These gentlemen received large blocks of the eapital
stock, paying nominal sums in money for the same,  Sub-
companics were formed, from whom bonuses in eash were
taken for the right to practise the Rogers inventions in differ-
ent places, and additional blocks of the stock of these sub-
companies appear to have come to the promoters.  On Jan.
4, 1884, Mr. Garland was asked for an opinion on the
Rogers patents.  One D. K. Myers, who said that his atten-
tion had been drawn to the stock of the PPan Electrie Com-
pany, wrote as if for information upon a matter of investment,
but it appears that Myers was himself in the service of the
Pan Illectric Company, and was therefore not interested in
buying its stock, but in selling it.

Mr. Garland replied upon the following day, giving what
from its tone purports to be a professionnl opinion, to the
effect that he had carvefully examined the Rogers patents,
and that he was clear that they in no way infringed the
Bell patent. Nothing contained in his letter indicated that

he was interested deeply, as a stockholder, in the market
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value of the Pan Electric stock. Upon this opinion largely,
it appears, the bonuses were obtained from sub-companies
and efforts were made to sell Pan Electrie stock.

Yot it is clear that the right to practise the Rogers inven-
tions could have no substantial value under any circum-
stances, I the patents now controlling the telephone busi-
ness could be deelared void, the Pan LEleetrie would only
share the telephone field with all comers, and the vights for
which the bonuses and stock were taken arve of wholly imagi-
nary value, while Mr. Garland’s opinion about the Rogers
patents was not shared even by hig ngsocintes, since it was
renounced by them at the hearving before Seerctary Lamar,
when they squarely stated that if Bell’s patents were valid,
the Rogers patents infringed them, and they did not propose
to contest that point.

The first way in which the influential names were to be
used was, therefore, in getting money for supposed rights
which had no value.  The second was perhaps equally ingen-
ious, but so far not as successful, It was a plan to get the
suits of the Bell Company against the Pan Electric Company
and associates stopped.  The programme for accomplishing
this was as follows: In 1884 an attempt was made to get a
statute through Congress, authorizing the government to
bring suit to have patents vacated under certain circum-
stances.  This measure was got through the House almost
unnoficed, but it did not pass the Senate Committee on
Patents.

This move failed, but after Mr. Garland became Attor-
ney General, and the other Pan Electrie leaders received im-
portant positions under the government, it was decided
without the aid of any statute to ask Attorney General Gar-
land to order a suit brought to annul Bell’s patents, on the
ground that he obtained them by fraud, and that he was not
the first inventor.
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Mr. Garland declined to aet, but left Washington for
Arkansas, and his next in office, Mr. Goode of Virginia,
within a day or two of his departure, received a similar
request from an associate company of the Pan Electric,
called the National Improved Telephone Company of New
Orleans, and upon one day’s exnmination decided that there
wag reason and authority for consenting, and he ordered the
suit brought, not in Massachusetts where our company exists,
but in Memphis, Tennessee,  He further placed in charge of
this suit, with authority to proceed in the name of the gov-
ernment, the very man who is the most active manager in the
Pan Eleetric enterprise, namely, Casey Young, its secre-
tary and treasurer, and Geo. B. Gantt, also a stockholder,
and Luke E. Wright, of Memphis, and J. R. Beckwith, of
New Orleans.  For some reason these men were so confident
that the suit would he ordered, that they had a bill all ready
(printed beforehand in New Orleans), which was immedi-
ately filed in Memphis.

As soon as Mr. Goode ordered this government suit, coun-
gel for the Pan Eleetric appeared in Baltimore before Judge
Bond, who was about to hear our application for injunction
against that company, and asked for a postponement of pro-
ceedings, for the reagon that the government suit was a valid
objection to a preliminary injunction, thus exposing the
motive of the whole movement. This request was not granted,
a restraining order against the Pan Electric Company was
igsned, and the Court will hear the case in due course,

The President, finding that Mr. Goode's ncetion had been
taken without reference for information to the Department of
the Interior, suggested to the Department of Justice that it
would be better to conform to usage in such matters ; and
the suit was withdrawn. A new request was then preferred
and sent to the Department of the Interior for information.
The Sceretary of the Interior, Mr. Lamar, of Mississippi,
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gave a hearing, lasting a weck, on the question of the gov-
ernment suit, at which Messrs. Dickerson, Smith, and Stor-
row appeared for ug.  Without considering the mervits of
the questions involved, he advised that the government had
a right to bring such a suit, and also that it should do
g0, apparently because there was an allegation of fraud in-
volving officers of one of the departments, which, for some
reason not explained, he thought could alone effectually be
investigated in a suit by the government itself s but he advised
that the government should conduct its own case and at its
OWn expense.

On the Ist of February our suit for injunction against the
National Improved Company in New Orleans, the associate
of the Pan Electric Company, was reached.  Once more the
counsel for our opponents appeared, with the request that
the cnse be postponed because the Secretary of the Interior
had advised the government to bring suit against us, and
that other cases ought not to be heard until that was decided.

[t is casy to understand the injury to the Bell interests
that would follow if the United States courts should refuse
us all protection against infringement until the government
could try over again and determine all the questions relating
to the priorvity of the telephone invention, which it hag taken
us eight years of arduous litigation to bring to their present
condition of readiness for the Supreme Court.

The Court at New Orleans refused to stay proceedings,
the arguments haye just been heard and we hope for an early
injunction in this case.

Here then the whole programme lies exposed : a plan to
sell rights that had no value on the strength of prominent
names ; — o plan to wreck our property by stopping our suits,
pending years of wholly unnecessary litigation ; — a plan to
deceive the publie into the beliof that the defeat of the Bell
patent would confer value upon Pan Eleetric stock ; — a plan
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to inveigle Mr, Cleveland’s administration into support of
this scheme.

[f such a plan can succeed, what interest in this wide
country is safe from an infamous attack?  If any doubts have
existed as to the expediency of a statute permitting such
action on the part of the goyernment, the proceedings of the
Pan Eleetrie associates, and the fact that they could secure
the aid of such men as Mr. Garland, Mr. Harris, and General
Johnston, ought to put an end to them. If there is any
reason to believe that such power is already within the reach
of the government, without a statute, can any one doubt
that it should be removed by immediate prohibition from
Congress ?

If the government, upon a simple allegation of fraud in
the obtaining of patents or other government grants, made
by interested parties, can be called upon to bring suits either
at its own expense, or under the management of the inter-
ested party, to annul its own agreements, any poor inventor
may have his fortune wrecked by powerful competitors ; any
owner of property based upon government agreements or
land or other grants may find the government, on whose
faith he has expended his money, appearing before its own
courts, in favor of some irresponsible or dishonest elaimant.

[t has been urged that nothing but the annulling of our
patent in suit, by the government itself, would suflice to en-
able others to enter the telephone field. There is no weight
in this, for with every decision in our favor, we have bavely
heen able o keep the field free from serious infringement,
and it is certain that one decision by the United States Court,
invalidating our patent would be enough to flood the country
with competing companies.

It seemed inconceivable, that upon this state of facts, the
esgential parts of which were already publie, the govern-
ment should lend any countenance to such an enterprise.
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We felt entive confidence that Mr. Lamar wounld advise that,
at least under such ecirenmstances, the two parties interested
ghould be left to fight theiv batfles bhefore the courts in the
usual way, and his decision took ug wholly by surprise.

When he made it public, it seemed proper to place the facts
in the case before the President; and the president of your
company went to Washington, and had an interview with Mr.
Cleveland.  The latter was told that the present owners of
the Bell patents had bought them in good faith, in the be-
lief, which they still entertained, that they were properly
obtained, and were valid; that on the Ht.l,'t!ilgt.ll of United
States patents, and rvepented decisions of the Unifed States
courts in their favor, the parent company and its licengees
had invested vast sums of money in putting this invention
into use throughout the country; that the sum of fifty or
gixty millions of dollars was now at stake in the business ;
that every issue which the government was asked to raise,
Wis :lll'u:u]y in the records of several cases that had been
argued and passed upon by the United States eourts, which
were already far on their way to the Supreme Court, on ap-
peil, and that the first of these cases was (~x|umiw] to come
up i October: that we had expended eight years of liti-
gation, involving over fifty days of argument by the ablest
counsel we could procure, the taking of over five thousgand
pages of testimony, and the expenditure of half a million of
dollarg ; that our licensees could not but view with alarm
the progpect of going once more over this expensive and
tedious road, in the face of a suit brought by the governmerny,
at the instance of a company which they believed to be
wholly speeulative and irvesponsible,

It was shown that the programme of the Pan Electrie
Company was to get our suits stopped, and not tried, and to
avail of official influence to get this accomplished, and it was
explained how thoroughly our property could he destroyed
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without trial, could the existing suits be suspended while
the government suit was slowly making its way to a
decigion, /

But the government adheres to the adviee of Mr. Lamar,
and on the twenty-third day of Marvch, filed a bill against
this company and our licensees in Ohio, at Columbus, Ohio,
before Judge Baxter, who would also have heard the case
had it been brought at Memphis. Messrs. Thurman, of Co-
lumbus, and Lowery, of New York, with several others,
have been selected as counsel, and it is not our belief that
the management of the suit is to be left within the control of
the Pan Eleetric Company, or that the government intends
to allow any unnecessary delay to be interposed in its prose-
cution, It ig to be noted, however, that it has taken this
distinguished group of counsel over two months to decide
the questions which Mr. Goode disposed of in a single day.

While there has undoubtedly been a widespread feeling of
anxiety among our stockholders and licensees, at finding the
power of the government thrown into the seale hefore its own
courts, under the circumstances just deseribed, our counsel
and the directors feel no uneasiness as to the vesult of such a
suit, as all the matters involved have been the subject of
repeated decisions.

Regarding the question of locality of a government suit,
we are advised by counsel that jurvisdietion can only be had
over us in Massachusetts.

[t is said that government secks to find a place where no
telephone cages have yet been heard, but if this be true its
attitude ig not easy to understand.

If the subject has already been passed upon, it cannot
under established usage be again considered by the Cirenit
Courts, and if it is new, a court which has already made
itself familiar with matters relating to telephone inventions
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would seem to be the one most likely to give quick and
intellicent despateh to the business.

To assume that there is any prejudice in our favor in the
various courts before whom our suits have been heard,
would be an indictment of a large part of the judiciary by
the Executive, for which there can be no justification.

Regarding the newspaper agitation that has attended this
Pan Electric exposure, it is proper to say that we have
tuken no part in it, divectly or indirvectly.  While it would
have been wholly within our right to place all the informa-
tion within our veach in the possession of the press, we felt
that having adopted the course of going dirvectly to the gov-
ernment with the faets as we understood them, it was the
proper course, al least under the then existing ecircum-
tances, to take no part in any discussion in the newspapers,

Yet it has been impossible to avoid a sense of outrage af
the whole transaction, and the support it has veceived in offi-
cinl cireles, which made it difficult to maintain silenceo, and
we feel that this full statement of the matter is due to the
stoekholders,

Last summer, Mr. Vail, feeling that a due regard for his
health required relief from the arduous duties of General
Manager, vesigned that position, which he had held with
great benefit to the company since its formation. Being
desirous of availing ourselves of hig energy and wide knowl-
edge of the telephone busginess, we made arrangement with
him by which he undertook the general supervision of the
American Telephone and Telegraph Company, as president,
and the more immediate supervision of the affairs of the
New York Company. He will also give guch attention to
any other of our interests as we may, from time to time,
desire.

Mr. John E. Hudson, who has been with us as counsel for
years, nceepted the position of General Manager and Soli-
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citor, and his familiavity with our affaivs has enabled us to
make o change in management with the least possible incon-
venience,

Mr. C. J. French, who formerly represented our interests
in various of the important Western companies, has been
elected Assistant Gencral Manager in place of Mr. Madden,
who also resigned during the year.

Mr. Hudson has, since last September, performed the
duties both of General Manager and Attorney, but this in-
volved altogether too much labor, and Mr, Geo. V. Leverott
has lately been retained as Attorney, and will relieve Mr.
Iudson of a large part of the legal work of the office,

The Western Electric Company has been brought into a
much better condition than it was in a year ago, the company
being free from debt, and possessed of a substantial surplus
after paying regular dividends of one and a half per cent per
quarter during the year, This condition is due in a great
degree to the careful management of Mr. W, S. Smoot, who
assumed the presidency of the company in January, 1885,
and whose vecent death has deprived us of a most fuithful,
upright, and efficient officer.

The laboratory has conducted a large number of experi-
ments in conneetion with patent litigation. In addition to
thig, further examination has been made into the matter of
underground work, and cable systems, and a series of experi-
ments is in progress.  Further experiments are also in
progress in reference to underground work, in connection
with overhead systems.

The Patent Division has progecded with its work of
digesting and indexing, for easy reference, patents of the
United States and Great Britain rvelating to electricity, and
in bringing forward the history of the development of the
telephone system, and in examining and reporting upon the
novelty and value of various inventions submitted to the
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Company. This division has also, during the year, prepared
specifientions and applieations for patents for inventions
made by employees of the Company and others, which have
heen thought of sufficient value to patent.

My, Gilliland resigned his charge of the Mechanical Di-
vision about Nov. 1, 1885, and Mr. II. V. Hayes has ng-
sumed the pogition. i

The Mechanical Department and Testing Department,
heretofore in separate buildings, have been combined and
have recently been moved to new quarters, with great gain in
the matter of convenience, but without additional expense.

In April, 1885, the State of Indiann passed a law restrict-
ing the price of vental of a telephone to $3.00 per month and
$2.50 ench, where two are used. This was done against the
almost unanimous veport of the committee which had exam-
ined the subjeet, and before whom eaveful testimony had
been placed as to the cost of telephone service.

This raised at once two questions of the highest impor-
tance to our licensees :

First. The question of the right of the Legislature to
make such restrictions.

Second.  The question of public policy in respect to such
logislation.

A case testing the validity of the law was brought, and ear-
vied up to the Supreme Court of Indiana, and the Central
Union Company, doing the telephone business of Indiana,
gave testimony beyond dispute that telephone service in In-
dianapolis and other cities actually cost that company more
than $3.00 per month per subscriber. That Court has re-
cently decided that the law is valid, but has accompanied
this decision by language which implies a doubt whether the
law is cither wise or just. The Court based its opinion
largely upon the so-called police power of the State, which is
said to confer the right to control matters affecting the safety
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and convenience of the public, and quoted the case of n re-
striction enforced against the patent owners of a dangerous
oil in behalf of its position.

But there i8 no question as to public safety involved in
the telephone law ; and as the telephone is certainly a con-
venience to the public, of less consequence than the supply
of food and clothing, it does not seem probable that the rvight
to regulate the telephone business, even without considering
the question of patent vight, exists, unless the State has the
power to regulate prices of all other commodities, If this
general power does exist, surely the patent right must give
some protection to a business which wholly depends for its
peculiar value upon patented inventions.

The Court made the distinetion that the price for the right
to practise the invention could not be interfered with, but
that as soon as the invention was embodied in a tangible
article like the telephone, the State possessed the vight to
limit the price for the use of it. This is to assert that the
State has only to tuke one step round, in order to practically
accomplish that which the Court itself says it must not do, and
this whole ground is so opposed to the generally accepted
theory upon which patented articles have been hought and
put into use, and to the whole theory of the patent law,
which purports to insure full protection for the exclusive use
of the invention during the life of the patent, that it seems
incomprehensible that the view of the Indinna court can be
correet, :

In consequence of this decision the Central Union Com-
pany i obliged to close its exchanges in the principal cities
and large towns ; there seems to be no other course, unless
the company is willing to do business at a heavy loss, until
the rate law can be repealed. The public will necessarily he
put to serious inconvenience, and the Telephone Company is

helpless to give relief. In Ohio and New Jersey, similar
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bills which were before the Legislatures of fhose States
have been rejected or postponed, and we have every con-
fidence that the smme result will be reached in several other
States, including Massachusetts, where the same legislation
has been attempted,

The Indiana cnse is to be appealed to (he United States
Supreme Court, and the vesult will be awaited with anxiety
by many others than those interested in telephone property.
If the States possess such right as is claimed by the Indiana
Court, the motive of public policy should still operate against
its exercise,  Why should the telephone business be regu-
lated as to price more than other industries? The reasons
offered ave that telephone companies arve monopolies, and
that they have been granted certain privileges of location ;
but as they ave monopolies only by virtue of the patent sys-
tem, which is everywhere accepted as a part of our public
policy to which all the States are committed, no State in
fairness ought to destroy that which this patent system has
created, and the privileges of location which have heen
granted them are so precavious, that suflicient obstacles are
alrendy placed in the way of conducting their business,
by their being obliged to put their money into plant of such
uncertain tenure,  Sound publie policy is surely ngainst the
regulation of the price of any class of commodities by law.
If it is admitted with telephones, it may presently be pro-
posed for anything else which the public wants,

In the discussion of this matter, the civeumstances that
these patents are property bought and paid for, seem often
to be wholly overlooked by those who are proposing to dis-
tribute the benefits of the telephone to the public. It is the
buyer using his majority vote to fix prices, without reference
to the vights of the seller. It is often asserted that tele-
phone rates are too high, but the assertions are unaccompanied

by uny proofs, and those who make them do o without that
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knowledge of the business which is necessary to a fair judg-
ment.

As the stockholders generally have not been able to ac-
quaint themselves with these matters, it may not be out of
place to say a few words about this question,

Had an offer been made in the first place to put a wire, a
switch apparatus and operators, day and night, at the service
of each subseriber, and to charge not over five cents pen con-
nection within usual exchange limits, can it be doubted that
such a charge would everywhere have been accepted as mod-
erate? In fact the cost to the subseriber for exchange ser-
vice varies from two to seven cents per connection, according
to amount of use and quality of service required, and the
average is not far from four cents.  The price of connections
from one exchange to another ig from ten cents upwards,
according to distance, which compares most favorably
with telegraph messages, since immediate responge is gecured
and a conversation of three minutes or even more, allowing
the exchange of several hundred words, instead of the ten-
word message of common use in telegraphy, with consider-
able delay in getting replies. A telephone subscriber’s wire,
too, is used on an average but about five times a day. and
must be maintained in idleness the rest of the time, while a
telegraph company only maintaing as many wires as it expeets
to keep busy. In Boston and its branch offices alone, for
example, the Telephone Company maintains 4,565 miles of
wire, which are mostly in idlencss nine tenths of the time.

Different qualities of telephone service arve just as neces-
sary as different qualities of clothing, food, or railroad service,
and prices of telephone exchange service must vary as surely
ag prices of other commodities, unless cities are willing to con-
tent themselves with the kind of equipment and service
which answers in a village, which they are not. In a small
town one can only reach perhaps one to two hundred persons,

|
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in a city ag many thousand ; this is worth the difference,
especially since the apparatus must be much more costly
throughout,

It is naturval that the fact that the price of telephone ser-
vico increases with the number of subscribers, instead of
decreasing, should not he understood by those outside of the
business ; and perhaps if the practice of charging in propor-
tion to the number of persons reached, in other words, in
proportion to the facilities placed at the disposal of a sub-
geriber, had been adopted, the reason for the increase in
price would have been easier to comprehend.

The calls increase very rapidly with the increase of sub-
geribers, and this means more operators in proportion, and
the operators arve a large part of the expense.

If those who are interested in this problem would study
it out with the assistance of practical telephone men, instead
of nssuming that all telephone managers are trying to de-
ceive, the matter would become much bettor understood.

Regarding this whole attempt to restrict or harass tele-
phone companies by attacks, such ag have been common in
State legislatures of late, it may be said that there is prob-
ably in the public mind a general misunderstanding of the
questions involved,

The facts that control telephone expense are ns yet imper-
feetly understood by even the best telephone men, and they
are constantly perverted by persons who have adverse inter-
ests, or who for improper purposes have instigated legisla-
tive attacks upon telephone companies,

The telephone gituation is worthy of more careful attention
than it has received at the hands of the publie. Tts features
are peculiar, and the development of telephone facilities is
certainly of high importance to our people.  Although in
the ten years that have passed since the invention became
public, 156,000 miles of telephone wire have been buill,
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over which 275,000,000 communications now pass annually,
we are in reality only at the threshold of the business. It is
posgible already to tallk with ease between Boston and Phil-
adelphin oyer omr experimental wire, yet the connection of
our principal cities and large towns by thoroughly practica-
ble telophone systems hag, in fact, only been begun.

With the improvements which ave rapidly coming into use,
the aim must be nothing less than to provide a complete
working system throughout the United States, which will give
facilifies for instant conversation between all points within
many hundred miles of each other, such as is now possible
within the limits of a single exchange. This cannot be ne-
complished by competing companies, each reanching only part
of the persons wishing to become subseribers to such a sys-
tem. The service is divested of half its value the moment
half the people retire to a second sygtem, and of much more
should there be still further subdivision., In other words,
the value of the thing consists in placing each person in the
same system with each other one, and this can only be done
under one general plan.

The contracts which we have made with onr licensees are
all shaped with thiz complete general telephone service in
view, For purposes of intercommunication between exist-
ing smaller systems, it is arranged that all shall work to-
gether, and the fact that the telephone companies through-
out the land have been held under such a general plan by
the force of a government patent, has been and is of the
highest importance to the public, for in no other way could
even the present condition of telephone development have
been reached g0 soon, or without great confusion among com-
peting companies and the multiplication of the wire nuisance,
which would have been intolerable,

To any one who will think what it would mean if instant
verbal communication could be had by any person here with
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every ciy and town in New IEngland, and as far as Phila-
delphia, perhaps even Waghington and Chicago, with simi-
lar facilities in all parts of the country, it must be clear that
this is something well worth the risk of money, thought, and
labor by the companies; well worth encouragement from
the people, The work that has been done is at least some
guaranty of what will follow, if the protection promised by
our patents is not interfered with. The public is ripe for
the nse of such a convenience, the inventive talent of the
country is providing new methods for making it available ;
will the legislatures interpose to prevent all progress,
through misconception of the problem, or because misled by
interested parties?

What has already been accomplished has been under
every discouragement that can be thrown upon a property
resting on patent rights. But a small percentage of patented
inventions prove valuable, and all such are usually compelled
to run the gauntlet of lawsuits from pretenders, so long as
their patents live. Capital, therefore, is timid about such
investments, and nothing but the expectation of large tem-
porary returns will bring it out for the development of a
business like this.

While it is true considerable returng have been received
upon our property since 1883, it is equally true that for
years we were without dividends or other income from our
investment ; our patents have but seven years more fo run,
and we are still working, as always before, under a heavy
fire and an expenditure for defence which nothing but a
prospect of liberal returns would, for a moment, justify.

To undertake such a work as has just been outlined, large
sums are required for construetion. It ig within the power
of State legislatures to so alarm capital that might be
attracted to such a business, that it would be wholly useless
for a time to attempt any important work of the kind sug-
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gested.  The afttack upon rates is one of the most direct
methods of removing all inducement to extend telephone
facilities ; but, even if the right to absolutely regulate this
matter were conceded, the question whether the few thou-
sand persons, who now are connected with telephone
exchanges, shall have telephone service a little cheaper than
at present, is of trifling importance to the country, com-
pared to the completion of a telephone system adequate
to the needs of the whole people.

The directors feel that the outlook ahead is promising, that
there is good prospect of an early favorable termination of
our most important snits, and strong reason to hope that
further unjust legislation will not be seriously attempted, so
that we may look forward to an opportunity to devote our-
selves to the extension and completion of our telephone
work.

For the Directors,
W. H. FORBES,
President.
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LEDGER BALANCES, DEC. 31, 1885.

DEBTORS.

Telephones . : - . $5690,722 20

Stocks . y / . 22,611,859 08
Merchandige and Machinery . 18,962 56
Bills and Accounts Receivable . 450,181 90

Cash and Deposits | ‘ : 997,728 52

CREDITORS,
Capital Stock . ) 3 3 $9,802,100 00
Bills and Accounts Payable®* . 522,985 65
Patent Account (Profitand Loss) 9,093,755 18
Profit and Loss : - . 3,887,805 b6
Reserves . ' ; : : 208,547 81
Surplus . : . ' : 1,204,120 01

$24,669,404 21 $24,669,404 21

* Of this nmount, $504,008 is the dividend payable Jan, 15, 1888, to stockholders of record
Daoe. 81, 1885,

WM. R. DRIVER, e
Treasurer.
Bosron, March 80, 1886,



Comparative Statement of Earnings and Expenses.

EARNINGS,

1884,
(12 MONTHS,)

Rental of Telephones . A . $1,9566,418 28
Sales of Instruments and Supplies 7,282 91
Dividends . . ' : . 475,401 95
Clommission from Extra-territorial

and Branch Lines . § A 69,186 90

Com’s'n from Telegraph Business . 18,236 82
Interest . . q - - 48,608 46

Miscellaneous . A X ¢ 8656 97

82,670,281 29

EXPENSES,

Exptnges of Operation . . $226,210 79
Legal Expenses 3 : ’ 158,795 18
Interest and Taxes : : y 40,922 63
Depreciation . s 5 A 4,098 24
Commission . : ; - ; 401,204 83
Royalty : . : : 3 15,000 00
Rental Concessions (6 mos,) ;

§841,281 67

Net earnings i : 3 . $1,729,049 62
Mise. Items to Surplus Account . 58,660 82

$1,787,609 84

Surplus Account, Dec. 31, 1884 . §1,057,112 43
Net Earnings of 1885 . : . 1,798,196 48
Miscellancous Items . . . 16,800 00

Regular Dividends in 1885 . . $1,170,192 00
Extra Dividends in 1885 . y 392,044 00
Reserved for Depreciation of In-

struments 3 . : 100,752 90

Surplus Acconnt, Dee, 81, 1885 e

1885,
(12 MoNTNS,)
$2,026,598 58
2,676 18
597,469 99

75,878 96
15,388 05
39,812 79

8,260 63

2,765,884 98

$220,726 25
210,614 82
88,877 42

896,650 72
12,628 74
98,796 00

$972,688 45

$1,708,196 48
16,800 00

$1,800,996 48

$2,867,108 91

1,662,988 90
$1,204,120 01



REPORT OF AUDITING COMMITTEE.

Bosron, July 24,785,
W. H. Foreus, Kaq.

President, ete.
Dear Sir,—1 herewith encloge the report of the Accountant
employed to examine the books & acs. of the American Bell jTel.
Co., to July 1st,

Rosp'ly yours,
W, G. SALTONSTALL,
Com'tee on Aes. 7]

Bosron, July 23, 1885,

I hereby certify that I have examined the books and accounts of
the American Bell Tolephone Company for the six months ending
June 80, 1885, and have to rveport that I have verified the cash
bools, ita debits and credits, the rentals, pay rolls, journalizings,
stock ledger, stock investments, bills receivable, bank accounts and
eash on hand.

Have found everything in connection with the above eorrect ; the
disbursements ag entered in cash book sustained by approved
vouchers, the certificates of stock investments and bills receivable
which the ledger calls for are on hand or properly accounted for,
and the books are accurately kept.

CHARLES T. PLIMPTON,
Accowntant.
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Bosrox, Jan. 18th, /86.
Wwum. H. Forbrs, Isq.

Pres't Am., Bell, Tel. Co.;

Dear Sir,— Hevewith pleage find the report of the Auditor
employed by me to examine the books and accounts of the Am.
Bell Tel. Company, for the six months ending Dec. 31st., 1885,

Respectfully yours,
W. G. SALTONSTALL,
Com’tte on a/es.

Bosrox, Jan. 13, 1886

1 hereby certify that I have examined the books and accounts of
the Treasurer of the American Bell Telephone Co. for the six
months ending December 81st, 1885, and have to report that I
have verified the ecash book, its debits and credits, the, rentals,
commission, concession accounts, pay rolls, journalizings, stock
ledger, stock investments, bills receivable, trial balanees, bank
accounts and eagh on hand,

Have found cverything in connection with the above correct ;
all dishurgements of cagh gustained by approved vouchers, and the
cerlificates of stocl investments, and the bills receivable which the
ledger calls for are on hand, or properly accounted for and the
books accurately kept.

CHARLES T. PLIMPTON,
Accountant.
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Orpror or TaE AMerRIOAN Beon Trreenose CoMpany,
Bosron, March 20, 1887.

To THE STOCKHOLDERS :

Our business for the year ending December 81, 1886, was
marked by an' improvement over the previons year, espe-
cially in exchange subscribers, — the total number showing
an inereage of 9,318 as .umnm, 2,969 in 1885,

The following comparative statistics will be found of
interest :—

EXCHANGES.

(1o g |
| 1885 | 1884, | 1885 1880, | 1887, | &7 | BT
‘ N | Af | At
Bxchanges, oves ... 725 906 722| ‘47“ 736 1 1\
Branch offices. ..., JH.-“;' 419 481‘ 428/ 4406]. 0000, ‘ 18
Miles of  wire on \ |
POIES « cocanamns|inasanlis nan 88481‘100332}1]1!Mﬂ...... 11,01
Miles of wire on J
BTG S s «iot| e l6 ateiels |15 arssies 113.'4(;’ 10,048 10,887« sonen| Bk
Miles of wire under- [
ETOUNC %o eis aiminis [inimia v |ofa acaalcaly l,.’,.é.)- .i,-ll7| 8,080]ss000n 2,018
Miles of wire sub- |
1111151 T RPN (PRRRA PR s 204 111 P 11
|
Total miles of wire| 68,571 85,896 101,602( 114,046] 128,281/, ..... 14,186
Total clreults o oooas| 74,484 97,422 107,440( 112,067 121,260]¢ a5 s+ 9,198
Total employees....| 3,716)  4,762) 5,168/ 5438  5848...... 4056
‘ |
Total subseribers. . .j97,728 128,625 :H,-‘HTI 137,7060| 147,0068].....+] 9,818
| |
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EXTRA-TERRITORIAL LINES.
2 $ ‘ki‘hm. 1; Jm;? Ju::'; ' ;17117“. 1 jl“:hm. 1 | ].ner;nlo
1888, 1884,” | “usse.” | Ctese. | “nssy d{gg“"
Numbor of 1neg.. ... 247 598 8206 897 ‘ 911 ] 14
Miles of pole lines....| 6,164 | 20,5602 | 25,766 | 80,607 | 31,143 446
Miles of wire ........| 18,653 | 29,859 | 85,681 | 41,745 ' 48,767 ‘ 2,022
- '

x e — —— e — —— ——

UNDERGROUND WIRES.

Jan. 1, 1886, | Jan, 1, 1887, ! Tnoronss over

Miles, Miles. | 1886, Miles,

e e (N NS S ] P —
AlDANY oossriviascansasans enaain Vo qn 1 | 1
BOBHOD <5ihiare el loes v sty s 289 84T ' 58
Brooklyfi. ueeels ssbine s VheEaaan ..‘ 184 1,288 w 1,000
Qhicago/saniebi s =20ss coalins aeiaies 760 1,462 ‘ 702"

01540 o) MR E T 503 e a1 ) RO 82 ! By g
Lomigville s oo anssves cusnsuna Saues 0 ‘ (i
MIUWAUKER ¢ st dsnsssssvnssasess it 1 l Civeee
Naw YOrK. e conn, eeramsasianvnss 627 627 \ Vevees
PIttabuT e et VAl atke e ot sraiaiaca 4 bis 614 966 i 852
Washington ‘ 992 1,802 | 310
8,417 G,080 l 2,618




INSTRUMENTS,

|
Deo, 20, | Doe, 20,
1886, | 1884,

| Inerense
{during the
| your,

Dae, 20, | Deo. 20, | Dao, 20,
1882, 1883, 1884,

\
Tn the hands of Licen- ‘ \ \ ‘
|

'

|

|
gees, under rental .. 2:17.728i 298,580| 825,574 830,040 :m:z.nm‘, 23,478
| %

EXCHANGE CONNECTIONS.

The estimated average number of exchange
connections daily in the United States is 856,454
Or a total per year of . . : . . 812,605,710
The number of daily calls per subseriber varies
in different exchanges from 2 to 15, the
average throughout the United States béing 5 82-100
As compared with . ; : : . 5 45=100
the number reported last yoar, an increase of 7 per cent.
The average cost to the subscriber varies, according to
the size of. the exchange, and character of the service, from
2 to 7 eents per connection,

EXTRA-TERRITORIAL BUSINESS,

The average daily number of extra-terrvitorial
p connections ig . : ; : ; : 7,402

1

Or a total per year of . - : . o 2 TR0
The extra-tervitorial earnings for the year

amounted to . . ; . . L8065,014 8D

Of which this company’s shave is . . . 875,617 30
An increase over 1885 of . : ; : . $2,208 02
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In the case of six companies which have not reported for
the entire twelye months, the statement has been completed
from the average for the months reported.

It will be noted that the number of miles of wire under-
ground has materially increased, and we expect further large
additions to the underground mileage in the current year,
especially in New York, where the Subway Commission has
made arrangements for the working of an underground sys-
tem, which will meet the requirements of the wire coni-
panies.

The legality of the plan adopted by them has been ques-
tioned in the courts, and further legislation may be needed
hefare the work can be completed ; but, as there is a strong
publie desire for the burying of wires to the greatest practica-
ble extent, the necegsary legislation will probably be obtained
and the work go forward. This will involve a heavy outlay
by the Metropolitan Telephone and Telegraph Company, and
the subject has been under careful consideration by the
directors of that company and by our Mr. Davis; and they
are prepared to put a large part of their wires into subway
conduits as soon as the obstacles referred to are removed.

Following the policy outlined in the last report in respect
to licensed companies operating in tervitory of little value
where it was found difficult to build up a profitable business,
we have modified our contract relations with several of such
companies, and have negotiations in progress with several
more, which will, in our judgment, place these companies
upon a sound footing, will promote friendly relations, and will
gerve to encournge the proper development of the business.

The concessions made involyve yielding a certain shave of
the profits immediately aceruing to these companies, but will,
we believe, in the long run prove of mutual advantage to our-
selves and the companies interested.

Terminal facilities have finally been secured, within a few
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months, in Philadelphia, for the long line service, and arrange-
ments completed for giving facilities for conversation to
New York and other important points. Several private lines
are already under contract between Philadelphia and New
York, and we shall this year be able to go far in ascertaining
the value of this class of bhusiness.

The delay in getting facilities granted in Philadelphia has
prevented us from defermining this question in a practical
manner ; but we congider it of suflicient importance to connect
Boston with New York to warrant building that line without
waiting for the commercial result in the Philadelphia and
New York line, and are taking steps to complete it during
the present year.

The Treasurer's statement shows —

Gross earnings for tlte year from all sourvces — $3,007,000 91

loxpenses - ; : : . - 1,149,717 79
Net earnings ; “ . . . $1,947.233 192
Miscellancous eredits 5 . . : 26,067 64
Total ¢ : . : . ' . $1,978,850 76
Regular dividends paid . $1,176,252 00
Extra dividends paid : 392,084 00

Total 3 . - - 81,568,336 00

Reserve for depreciation
of instruments -~ . ; 11
1,686,090 59

B:llnru,"f;u to surplus acecount . ; - $287,260 17
Total surplus - - ; : : $1,491,380 18

The Canadian company continues to do extremely well ; it
has increased its subseribers during the year from 9,614 to
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11,600, and its net earnings from $158,000 to $190,565.83 ;
and although the Blake transmitter patent, as well as the Bell
patents, has been declared void, the business of the company
seems to be on a most healthy and prosperous footing.
We have to report progress in our lawsuits as follows : —
In the suit at New Orleans against the National Improved
the Pan Electric Co., an in-

Telephone Co., an associate of
junetion was granted by Judges Pardee and Billings on the
31st of May, after an argument lasting about twenty days.
It will be remembered that this case, besides all the old mat-
ters, contained everything that had been introduced hefore
the Secretary of the Interior regarding the alleged frauds.

The Court stated in its opinion that while the various
decisions that had previously been rendered would be guffi-
cient to entitle the complainants to a decree, still, owing to
the importance of the cuse, they preferred to take it up de
novo. ‘The opinion was a very strong one, and sustained
the company in all its elaims.

Suit was soon after hegun agninst the Pan Electrie Clom-
punies in Texas, and an injunction issued on November 5.

We have also secured decrees agninst the Pan Eleetric
Company operating at Baltimore, and the McDonough Tele-
phone and Telegraph Co., the Globe Telephone Co., the
Long Distance Telephone Co., and the Wallace Electric
Telephone Manufacturing Co. in New York.

A suit against the American Cushman Telephone Co, was
begun in Chicago, on July 20, and testimony is now being
tukon.

The Dolbear case was finally reached in the United States
Supreme Court in January, and by agreement of counsel and
consent of the Court, the Drawbaugh ease and the Molecu~
lar, Clay and Overland cases wore advanced and the whole
argued as one cauge. The arguments continued from Janu-
ary 24 to February 8, The Court has reserved its decision
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In the case of the United States against The American Bell
Telephone Compony, begun at Columbus on Maveh 23, 1886,
a motion was filed on May 8 to set aside the marshal’s re-'
turn, and on May 4 a plea fo the jurisdiction was entered.
These were argued from the 20th fo the 23d of September
before Judges Jackson and Sage, Judge Welker sitting with
them, and on November 11 the Court rendered its decigion in
our favor ; and the hill was finally dismissed on December 7.

The Government took no appeal, but on January 13 filed a
bill in the Distriet of Massachusetts, substantinlly the same
ng that which hag been dismisged in Ohio.

The operation of the Indiana law regulating rates has
proved to be as mischievous to the public as was predicted.
It of course at once stopped absolutely any extension of husi-
ness, and checked that steady improvement which is c¢on-
stantly going on towards greater efficiency and convenience
to the public inthe conduct of the business. The service was
so erippled that strong popular feeling showed itself, urging
the repeal of the law. The bill for its repeal passed the
House by a very large majority, and went fo its third read-
ing in the Senate, when the political complications arising
out of the questions rvelating to the lioutenant-governorship
arrested all business during the remainder of the term of the
HEEEION.

Bills for the regulation of telephone rates have during the
past winter been introduced into a number of the State Legis-
latures.  In these cases where final action has been had, the
mensures have been rejected, and a disposition seems to be
generally felt ngainst imposing restrictions which it is not
cugtomary to place upon other branches of business.

At the present time, when it is becoming necessary for all
the large telephone companies to incur heavy outlays for
underground wire work, it certainly seems that they should
be relieved from the danger of having measures adopted
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which would prevent all profitable development of the
business.

Our company and our licensees are proposing to make
large outlays to give incrensed fucilities for telephone con-
nection, which there would be no temptation to provide if
there were much probability that the States could and would
place vestrictions upon prices for that which we shall have to
sell.

By Act of 1886, Chapter 270, n modifieation was made in
the law under which this company is taxed in Massachusetts,
the result of which has Dheen fo inerease our tax very con-
siderably 5 that laid on the Ist of May, 1836, amounts to
$74,846.98.

The Patent division continues its work of digesting Ameri-
can and British patents relating to eleetrieal gubjects, inelud-
ing not only inventions ¢liimed, but inventions described in
specilications unclaimed.

It has also prepared during the year and reported on a
large number of subjects submitted by the officers of the
company.

The Electrical division has been mueh occupied in experi-
mental worlk, at the ingtance of counsel engaged in our vari-
ous litigations.

It has also begun and made considerable progress in an
extended geries of experiments on pole lines and on mixed
cables and pole lines for ealeulating the dimensions of pole
wires and cables forming the alternate links in any chain of
telephonic communication.

The Mechanical department has given much time to study-
ing long-distance trangmitters, and to the general question
of transmitters of the granular earbon type.

It has also devised a suitable form of instrument for use
in mines, and a form for the use of divers.

The hooks of the company have been examined three



times during the year, and the veport of the Auditing Com-
mittee iz appended.

The buginess of 1887 has opened well, and the directors
look with confidence for a prosperous year.

For the Directors,
W. H. FORBES,

Iresident.



LEDGER BALANCES, DEC. 31, 1886.

DEBTORS.

Telephones . 3 g : $597,749 84
Stocks . . : 3 . 22.605.926 08

Merchandise and Machinery . 14,159 71

Bills and Accounts Receivable . 1,007,872 75

Cash and Deposits . © . ) 658,626 55
CREDITORS.

Capital Stock . : . .
Bills and Accounts Payable® .
Patent Account (Profit and Loss)

Profit and Loss : ; .
Reserves . . . .
Surplus . . »

$24,900,335 88

$9,802,100 00
688,844 67
9,873,836 07
8,352,445 72
251,227 24
1,491,380 18

$24,900,838 88

% Of thin amonnt $204,068 1s the dividend payable Jan, 15, 1857, to Stockholders of record

Doc. 81, 1886,

WM. R.

Bosron, March 20, 1887,

DRIVER,

Threaswrer.



Comparative Statement of Earnings and Expenses.

EARNINGS.
1885, 1884,
Rental of Telephones . . . 82,026,398 38 $2,109,492 44
Sales of Instroments and Supplies, 2,676 18 2,200 96
Dividends . . . ) ; 507,469 99 844,560 76
Ixtra-territorial and Branch Lines 75,818 96 78,109 81
Telegraph Commission : 4 15,888 05 ¢+ 16,681 22
Interest . . . : . 39,812 79 34,560 77
Miscellancous . ; - - 8.260 63 11,899 95
$2,765,884 93 §3,097.000 91
EXPENSES.

Fxpensges of Operation . : . $220,726 25 $230,968 05
Legal Expenses . - ; : 210,614 82 210,550 20
Interest and Taxes g ; - 88,877 42 82,4568 25
Commission ;s A . . 306,650 72 404,111 80
Royalty : ¥ s ; : 12,628 74 14,601 36
Rental Concessions . 4 : *98,796 00 207,128 63
972,688 45 81,149,717 79
Net earnings ’ 3 R . $1,798,196 48 $1,947,288 12
Mige. Items to Surplus Account . 16,800 00 26,067 64
£1,800,996 48 1,973,350 76

Surplus Account, Dee. 81, 1885 . §1,204,120 01

Net Karnings, 1886 . . . 1,947,288 12
Miscellancous Items . : ; 26,067 64 88,177,470 77

Regular Dividends in 15886 . . $1,176,2562 00

Extra Dividends in 1886 - : 892,084 00

Reserve for Depreciation of Instru-

ments . : : : : 117,754 59 1,686,090 59
Surplug Account, Dec, 31, 1886 . : $1,491,380 18

*5ix months. 1 T'welve months,



REPORT OF AUDITING COMMITTEL.

Bosrox, Aug. 4, '86.
W. . Forers, E&q.,
Pregident, ele.

Dear Sir,—1 forward herewith the certificate of Mr. C. T.
Plimpton, the Auditor employed by me to examine the books and
accounts ol the American Bell Telephone Co. for six months end-
ing June 50, ulto.

Respectfully yours,
W. G, SALTONSTALL,

Com'tee on Ace’ts of Am. Bell Tel. Co.

Bosron, Angust 3, 1886,

[ hereby certify that I have examined the books and accounts of
the Treasurer of the American Bell Telephone Co. for the six
months ending June 30, 1886, and have to report,

That I have verified the Cash book, ita debits and credits, the
Pay-rolls, Rentals, Commission, Concession, Journalizings, Stock
Ledger, Stock investments, Bills Receivable, Bank accounts, and
cash on hand.

Everything in connection with the above I have found correct,
the cash dishursements are sustained by approved vouchers, the cer-
tificates of stock investmenta, and Bills Receivable, which the ledger
callg for, are on hand or properly accounted for, and the books are

accurately kept.
CHARLES T. PLIMPTON,

Accountant.
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Bosron, Oct 15, "HE,
W, H. Fornrs, Esq.,

Pres't Am. Bell Tel, Co.

Dear Siry — Having recently suggested to Mr. Plimpton, the
auditor, to make unexpected examination of the hooks of the
Am, Bell Tel. Co., he has just completed one, with the result as
seon by hig enclosed report.

Yours truly,
W. G. SALTONSTALL,

Com'tee on Acc'ts.

Bosron, October 13, 1886,
Wirtiam G, Savronsrans, Esq.,

Committee on ace'ts A'n. Bell Telephone Co.

Dear Sir, — In accordance with your written request, I have
examined the books and accounts of the treasurer of the American
Bell Telephone Co.

Have verified the Cash, Bank, and Notes Receivable, accounts,
and the Trial Balance for October 1st, 1886, also the Stock Certifi-
cates by taking account of the stubs of the Certifieate books of the
certificates issued, I found about 10,500 certificates outstanding,
issued to 1860 Stockholders, & representing 98,073 shares.  Cer-
tificates for 52 shares have been issued to parties who alledge
to have lost their certificates, but who have given honds to pro-
tect the company from loss, should said certificates appear as
against the company. In my examination I have found every-
thing correct,

Very truly yours,
CHAS. T. PLIMPTON,

Accountant.



Bosrox, Jan 15, 1887.
W H. Foreis, Esq.,

Pres't, Am. Bell Tel. Co.,

Dear Sin, — Herewith please find the report of the Auditor em-
ployed by me to examine the books and accounts of the Am. Bell
Tel. Company, for the six months ending Dee. 31st, 1886.

Respectfully yours,
ALEXANDER COCHRANE,

Com’ttee on Ace’ts.

Bosron, January 15, 1887,

I hereby certify that I have examined the books and accounts of
the treasurer of the American Bell Telephone Company, twice for the
six months ending December 81st, 1886, and have to report that
I have verified the Cash book its debits and credits, the rentals, com-
mission, concession accounts, pay rolls, journalizings, Stock ledger,
Stock investments, bills receivable, trial balances, bank accounts,
and Cash on hand.

Have found everything in connection with the above correct ; the
disbursements ag entercd in Cash book sustained by approved
vouchers, the certificates of stock investments and bills receivable
which the ledger calls for are on hand or properly accounted for,
and the books are accurately kept.

CHARLES T. PLIMPTON,

Accountant.
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OFFICE OF THE AMERICAN BeLL TeLermoNn COMPANY,
BosTon, March 27, 1888.

To THE STOCKHOLDERS :

The business of the company for the year 1887 has been,
on the whole, satisfactory.

The receipts for royalties show a reasonable increase ; and
the licensed companies, with few exceptions, have improved
and extended their plant.

The statistics are given in the following tables : —

EXCHANGES.

|

},‘; @i
| 8 iz i
1888 1854 1886 1880 1487 1888 | ™ e
| R
RE| RE
—_— e | e e | i)
Iixchangos ... 726 D06 772 47 736 T48)0aue 7

Branch oflices. . .. 845 419 481 428 4406 444 2
Miles of wire on ‘
POLOB wovesvvvan|onns iufianes.d| 88,481(100,382
Miles of wire on
PUildings «vaee|esssoe|donann| 11,886) 10,048
Miles of wire un- |

111,849|127,902) .. ... 16,663

10,587 9,4581,129

1
Aergrotndses «|vsaen esaanes| 1,225 8,417 6,080].8,000]. e 1,979
Miles of wire sub-
MAMNG vvasnnn|enerni]iscioniiaraans abd| 266 863 08

Total miles  of
wire +.e.e....|68,671) 856,806/101,692(114,046

128,281 145,752 ... 17,601

Total cirenlts. ... (74,484 07 422/107,440 11‘.3,007“21,‘26() 181,806 ...+.|10,686

Total employees..| 8,716| 4,762 5,168 6,438 5,843 6,182),..v¢ 389

Total Hllllsnl'il,)urﬁiﬂ'.",ﬁ'zﬁ 125,625|154,847 137.75()“47,0“3 IEH,732|. voea|11,G64

BEXTRA-TERRI'TORIAL LINES.

Jdan, 1, | Jan, 1, | Jan, 1, | Jan, 1, | Jan, 1, ‘ Jan, 1, | Inorease
18488, 1884, | 1886, | 1880, | 1887. 1888, | during
U T T
- = Loy 8 e e R e 77‘1 FTais g smam o IR - —— o £
Number of lines... 247 598 826 897 911 027 16

Miles of pole lines,| 6,154 | 20,592 | 25,766 | 30,697 | 81,143 | 82,478 1,385

Miles of wire......| 13,668 | 29,860 | 86,681 | 41,745 | 48,767 | 56,179 | 12,412




UNDERGROUND WIRES.

Baomiaan .JMI.M:I.“:ISHG. J“ni{:&, 0llaz'l'r. Jan.ulu,ml'ﬂﬂs. lln;os‘v::a:\l(;::r

AlDANY oseensinnennnynneannn rean 1 1
B OBLOTIA 4 «rafe s/ us e asplaeleints e 280 347 736 889
BrooRLyN s e calis oo hlilassielasi sl 184 1,288 1,443 210
Chicngo «.vues sresnnnaasaonna| © 760 1,462 2,000 538
Detr it - - ol alaaiaebils e s sty'an's e 82 176 93
Lonlsville .o e iamansininses vaes 9 208 229
Milwaukee ... ... 1 1 AT Loss 1
N O X OXI islsp skt ikeiare winrass s 627 627 1,120 498
Plttaburghn s e v e 614 066 958 Loss 8
Washington s vicenneineasas 092 1,802 1,388 36
3,417 6,030 8,000 1,979

American Telephone and Tel-

egraph Company’s long-dis-
tance wWirese coo.os s vaneies 140 140
8,149 2,119

INSTRUMENTS,

Incrense
‘1‘%}". 'lduring the
yenr,

Dee. 20, Deo. 20, Doo, 20, Dec, 20,(Dec. 20, D
1882, 1883, 1884 1886, 1886,

In the hands of Ii-
cengees, under
rental .........|287,7281208,5680/826,574(380,040|858,518/380,277| 26,759




EXCHANGIE CONNECTIONS,

The estimated number of exchange connections

daily in the United States is . L . 1,011,517
Or a total per year of . : 5 5 . 369,208,705
The number of daily calls per subseriber varies

in different exchanges from 3 to 14, the

average throughout the United States

being . : ; . ; . : 6 37-100
As compared with - . ‘ - : . 5 8§2-100
The number reported last year, an increase of 9 percent.

The average cost to the subscriber varies according to the
sige of the exchange and character of the service, from 2 to
8 ¢ents per connection,

BEXTRA-TERRITORIAL CONNECTIONS.

The average daily number of Extra-Territorial

conneections is ; : 5 . i 6,796
Or a total per year of | - : : - 2,480,540
The Extra-Territorial earnings for the year

amounted to . ) : : ; . $565,718 46
Of which this company’s shave is . : . 16,076 36
An increase over 1886 of . : ; : 459 06

In the case of five companies which have not reported
December earnings, the amount is computed at the average
of the previous eleven months.

The Treasurer’s statement shows —
Gross earnings from all sources . f . $3,458,027 70
Expenses . . \ ; z ; 1,242,430 89

Net earnings . . ; ; / e 321900596781
Miscellaneouns credits ! . ; : 27,011 31

Totnl ; : : : ; . $2,237,608 12



1

Regular dividends paid o L1786 252000
Extra dividend paid . ; 392,084 00

Total dividends . . $1,568,336 00
Reserve for depreciation of
instruments . ; : 182,616 38 $1,700,952 38

Balance to surplus account . : ! $536,655 T4

Surplus account Dec. 31, 1886 . ) . 1,491,380 18

Total surplus : i ; ; . $2.028.035 92

The so-called Government case, begun in January 1887,
came up June 13 for argument on our demurrer to the bill
of complaint, and on September 26 the Court sustained the
demurrer and dismisged the bill.  The Government has
taken an appeal to the Supreme Court, and a motion to
advance the case for speedy hearing was made in October,
upon which there has as yet been no decision.

The Globe Telephone Company, owning the Meucei elaim,
was finally enjoined in July. This case has also been
appealed to the Supreme Court.

The case against the American Cushman Company is now
ready for final hearing, and the Dirvectors have every reason
to expect a favorable result.

In the cases before the United States Supreme Court on
appenl (Dolbear ease, Drawbaugh case, Molecular, Clay and
Overland cases, which, it will be remembered, were argued
the latter part of January and first of February, last year)
a decision was, rendered on the 19th March current. The
opinion was by Waite, Chief Justice.  All the cases on all
points are determined in favor of the Company.

The scope of the patent for which we have contended was
sustained by the Court. Mr, Justice Bradley, in hehalf of
himself and Justices Iield and Harlan, expressed an oral
dissent on the question of fact concerning Drawbaugh’s pri-
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ority of invention. Otherwise the opinion of the Court
expresses the unanimous opinion of all the members of it.

Bills for the regulation of telephone rates have heen again
introduced in a number of State Legislatures, but the result
of the Indiana legislation has been so unsatisfactory to the
gubseribers, and the inexpediency of go erippling the compa-
nies that they would not be able to give the hest possible
serviee is 8o obvious, that we may hope that no such measures
will be adopted.

The committee appointed by the Legislature of the State
of New York to investigate telephone charges has reported a
bill limiting rates for combination line service in eitics of over
one million inhabitants, but the report of the committee itself
furnishes the best arguments against the passagoe of such a hill,
recognizing, as it does, the great cost of underground work,
and the frequent changes in switch-boards, cables, ete., made
necessary by the rapid strides in electrical inventions,

The long-line service has been extended from New York
to Albany, and to Boston, making a total of 550 miles of
pole lines and about 10,000 miles of wire.

The success electrically, as well as commercially, has been
beyond our expectations.

The income from the long lines is now more than sufficient
to meet the current expenses, and there is every reason to
expect that before next year it will pay a moderate profit.
The great cost of the plant is to be borne in mind in con-
sidering the direct profit from the long-line service, but
the importance of the system as o safeguard to our husiness
cannot be overestimated.

It is intended to complete this yenr the lines between New
York and Boston, to extend from Albany towards Buflalo,
and to build a line from Chicago to Milwaukee. The esti-
mated cost is about $1,000,000.

The Patent division has continued its work of collecting,
digesting and studying information upon electrical matters,



and preparving reports upon questions submitted to it by
officers of the Company.

It has also during the year considered and passed upon
gpecifieations for inventions for which the Western Electric
Company intend applying for patents.

The Electrical division has been mainly oceupied in inves-
tigation for the aceumulation of technical information for the
use of our counsel. It has also begun, and is now pursuing,
a series of experiments on multiplex telephony and on simul-
tancous telephony and telegraphy.

The Mechanical department has experimented with a large
number of instruments sent to it for examination, and it hag
also given much time to experimentation with a view to the
improvement of our standavd instruments, and to the solu-
tion of the problems which have been brought out by the
long-line service.

Considerable time has also been gpent in the study of mag-
neto trangmitters and in devising different forms for local uses.

On the first of September the Company suffered a serious
loss in the resignation of the President, Mr. Forbes, At a
subsequent meeting of the Bourd of Directors the following
resolutions, reported by Messrs. G. G Hubbard, Cochrane
and Sanders, a committee of the Directors, were unanimously
adopted, and ordered to he presented to the stockholders : —

“C Whereas onr agsociate, Mr. Forbes, was chosen President of
the National Bell Telephone Company at its organization on the
L1th of March, 1879, and continued in that office until the merging
of that Company into this The American Bell Telephone Company,
and hag been the President of this Company since its organization in
Aprily 1880, to the date of his resignation. in September, 1887 5 and

¢ Whereas during this long seryice the telephone business has
grown in a most remarkable manner, the net income having in-
creased from less than Awo thousand dollars per annum to about
two million two hundred thousand dollurs, and the number of in-
struinents in use from about twenty-one thousand to three hundred

and seventy-five thousand; and
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S Whereas the vast and unparalleled litigation which this Com-
pany has been forced to undertake, and the many and various
interests oceasioned by the system of licensing persons and corpora-
tions in every part of the country, and the intricate relations with
the Western Union Telegraph Company and others have demanded
qualities of an unusual character ; and

CWhereas, Mr. Forbes has given congtant aftention to the in-
terests of this Company, and has displayed eminent ability, great
dignity, uniform fairness, courtesy, and great tact in grasping the
main points of the questions that have come before him, and has
thereby won the confidence of his associates, of the licensees of
this Company, and of those with whom he has been brought ofli-
cially in contact ; and

“ Whereas, Mr. Forbes, by these qualities, as well as by the
marked moral courage and pluck exhibited on several trying occa-
gions, and by his excellent judgment, hag largely contributed to
the succes of this Company ;

“ T herefore resolved, That the thanks of the Directors be and
they hereby arve given to Mr. Forbes; and that this preamble and
resolution be recorded in full in the minutes of the Board, and a
copy be presented to the stockholders at the annual meeting of this
Company.

CHGARDINER G, HUBBARD,
ALEXANDER COCHRANI,
THOMAS SANDERS.
FRANCIS BLAKE.,

GEO, L, BRADLEY.
CHARLES 1) BOWDITCH,
CHANNING CLAPP,

CHAS. EUSTIS HUBBARD.
JOHN I HUDSON.
CHARLES K. PERKINS.

I, STOCKTON,”

The hooks of the Company have been examined four times
during the year, and the reports of the Auditing Committee
are appended.

IFor the Directors,
HOWARD STOCKTON,

President.



LEDGER BALANCES, DEC. 31, 1887,

DEBTORS,

Telephones . 5 . i $063,081 98
Stocks and Notes . ; . 28,288,975 03

Merchandise and Machinery . 8,730 11

Bills and Accounts Receivable . 640,615 48

Cagh and Deposits . ;s . 59,211 26
CREDITORS.

Capital Stock . ; 3 ;
Bills and Accounts Payable®
Patent Account (Profit and Loss)
Profit and Loss . . :
leseives

Surplus .

$9,802,100
470,402
8,004,752
8,365,018
385,804
2,028,085

$24,605,613 80  $24,605,6158

00
71
18
63
36
92

80

*Of this nmount, $204,003 tu the dividend paynble Jan, 14, 1888, to stockholders of

record Do, 1, 1887,

WM. R. DRIVER, 7reasurer.

Bosron, March 27, 1888,



Comparative Statement of Earnings and Expenses.

EARNINGS.
1880,

Rental of Telephones . . . $2,109,492
Dividends . : : : , 844,555
Extra-territorial and Branch Linecs 78,109
Telegraph Commission : ) 16,681
Interest : - : ! ¢ 34,5660
Miscellancous . . 4 . 13,600

$3,097,000 ¢

EXPENSES.

Expenses of Operation s : $280.,968
Legal Expenses . . : : 210,650
Interest and Taxes . 5 : 82,458
Commission : : . ; 404,111
Royalty . ; . ] . 14,501
Rental Concessions . ; 207,128
Migeellaneous . " : :

$1,149,717
Net Earnings ’ : . . 81,047,288
Mise. Items to Surplus Account . 26,067

$1,978,850
Surplus Account, Dec. 31, 188G . 1,491,380
Net Earnings, 1887 . : . 2,210,h96
Miscellaneous Items . . g 27,011
Regular Dividends in 1887 . . 81,176,252

Extra Dividend in 1887 ; o 392,084
Reserve for Depreciation of Instru-
ments . : ; ! o 182,616

Surplus Account, Dee. 81, 1887 .

05
20
25
a0
36
63

18
81
31
00
00

48

1887,
$2,264,823
1,018,036
80,443
19,962
70,255
4,525

$3,458,027

$242,205H
207,679

189,174 &

483,578
11,000
189,765
19,027

$1,242,480 ¢

$2,210,596
27,011

- $2,287,608

83,728,988

1,700,952
$2,028.035

94
99
67
31
68
11

30

48

92



REPORT OF AUDITING COMMITTER.

Bosron, April 25, 1887,
W. H. Forses, Esq.,

President Am. Bell Tel. Co.:

Dear Sir,-—1 forward herewith the report of Mr. C. T.
Plimpton, the Auditor employed by me to examine the hooks and
accounts of the American Bell Tel. Co. for the quarter ending
March 31, 1887,

Respectfully yours,
ALEXANDER COCHRANE,
Committee on Acets. of A. B. T. Co.

Boston, April 25, 1887,
Arexaxorr Cocnrane, Ksq.,
Committee on Accts. Am. Bell Tel. Co.:

Dear Sir, — 1 have examined the books and accounts of the
Treasurer of the American Bell Telephone Co. from Dec. 31,
1856,

Have verified the balances of Cash, Bank, and Nofes Receivable
accounts, and the Trial Balance for April 1, 1887, also the out-
standing Certificates of Stock igsued to Stockholders. In this
examination have found everything correct.

Respectfully yours,
CHAS. T. PLIMPTON,
Accountant.
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Bosron, July 20, 1887,
Wwu. H. Forens, Esqg.,

President Am. Bell Tel. Co. :

Deay Sitr,—1 forward herewith the report of the Audifor em-
ployed by me to examine the hooks of the American Bell
Telephone Co. covering the period of six months ending June
30th, 1887,

Yours truly,
ALEXANDER COCIHRANI,

Comandtiee on Aeccounts.

Bosron, July 12, 1887.

I hereby certify that I have audited the books and accounts of
the Treasurer of the American Bell Telephone Co. twice for the
gix months ending June 30th, 1887, and have to report that I have
verified the eash bool, ita debits and credits, the rentals, commis-
sion, concession accounts, pay-rolls, journalizings, stock ledger,
stock investments, notes receivable, trial balances, and cash on
hand.

Have found all disburgements sustained by approved vouchers,
have carefully examined the bank accounts, and the balances on
hand July lst agree with the Company’s books after making
allowances for outstanding checks ; the certificates of stock invest-
ments and bills receivable which the ledger calls for are on hand or
properly accounted for, and the books are accurately kept.

CHAS. T. PLIMPTON,
Auditor,



Bosron, November 9, 1887,
Howirp Srockron, Kaq.,
President Am., Bell Tel, Co, ;

Dear Siry — 1 encloge herewith the report of Mr. Plimpton,
whom I requested to make an examination of the books of the
Company up to the first of November.

Yours fruly,
ALEXANDER COCHRANE,
Jommittee on Acc'ls,

Bosron, November 5, 1887,
Arexanper Coourane, Eaq.,
Com’tee on Acc'ts Am. Bell Tel, Co :

Dear Stry — 1 have examined the books and accounts of the
Treasurer of the American Bell Telephone Co. from July 18t to
November 1st, 1887,

Have verified the Cash, Bank, and Notes Receivable accounts,
and Trial Balance for November 1st, 1887 ; also the outstanding
certificates of Stoelk igsued to Stockholders.  In this examination
have found everything correct. I make no formal report at this
time, inasmuch as T shallgive yolt a report covering the six months
when the books are examined in January next.

Respectfully yours,
CHAS. T. PLIMPTON.
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Bosron, January 14, 18885,

I hereby certify that I have examined the books and accounts of
the Treasurer of the American Bell Telephone Company twice for
the six months ending December 31st, 1887, and have to report that
I have verified the Cash hook, its debits and credits, the rentals,
commission, concession accounts, pay-rolls, the journalizings,
Stock ledger, Stock investments, bills receivable, trial balances,
bank accounts and Cagh on hand.,

Have found everything in connection with the above correct ;
the disburgements as entered in Cagh book sustained by approved
vouchers.

Have examined the Certificates of Stock investments, also billg
receivable, and find all which the ledger calls for on hand, and the
books accurately kept.

CHAS. T. PLIMPTON,
Aceountant.

Approved and forwarded.

ArexaNpeEr Cocnipane,

Commitiee on Acels.



E LT

A ml

¥ 5
“......
sk

roak







- ”.rﬁfl.}l.LAl

R

i?.é..w&w :

Ta e s t.n[ﬂ.....ﬁﬂ}.f h...nl.l




i
[y

X
¥

M

3‘;'

&

in A
CAE N e ey
u"g-?!l DR R

b}, "Jéﬁé{‘i‘\‘rm" !]".1' ’

()

{.H’@_

i i ‘\‘f"-:’;-

S
™ o
vl

,a ,ﬂ:,,

,‘m ié \“‘r r

AT

Hh.,
Mg

3 1 %
_‘ ; g GW,L‘ AL
i M 'ﬁ?}‘ﬁ"""

I3 7
b {_%
"'»"L- j
490 n'fﬁ

i»
4,

u‘

“"\.ﬁlt"'ﬁ‘ J

i *5{@;
{’i V"" X

.' i’} - \i/ﬂ'

‘_“# . *‘:\J A'uj

14
GRg

If« WA
T
; kg. vk‘_l.fuﬁ“"“ ‘}

D!
. A3
AN
g

nt) ﬁ‘"' Tl

{[ i gt
LA ¥ Ay j.l_. :4 a5 4
”4"-{ J’)“. : :"‘,:"’\“{'( S 1Y Ty }“M
‘ -F PN iy
x (]

,«"« i
sty G el
}m%'ﬁ'i

’N - AT
e AN S I )
A

/3
:“ ﬁ’l’r‘f

'f

a.\'eﬁ/‘?‘l’ ns _‘,Mrﬁr‘ ¢| LY h*;‘-l } ', /
W" ) ‘,r_\‘ ATy h‘ I
%.‘-f"fi'%' LY,@;V‘ '(" ,q,_; W






TENTH ANNUAL REPORT

THE DIRECTORS

[HE AMERICAN BELL TELEPHONE COMPANY

TO THE STOCKHOLDERS,

YEAR ENDING DECEMBER 31, 1889,

BOSTON:
ALFRED MUDGE & SON, PRINTERS,
24 FRANKLIN STREET.

1890,



o

.

£
5

i




TENTH ANNUAL REPORT

THE DIRECTORS

THE AMERICAN BELL TELEPHONE COMPANY

TO THE STOCKHOLDERS,

YEAR ENDING DECEMBER 31, 1889,

BOSTON:
ALFRED MUDGE & SON, PRINTERS,
24 FRANKLIN STREET,

18g0.



[ u._u I-.\F..J-r. TR

b lrr.w |r1r|.| s _.-f-_ wloy P!I-fk,‘ L._- %
) - As.r\

= 5 e a5,
L-_._....._Jﬁ.-ﬂu !.l_. nl-.Jml.. 11!5.1.—&1.‘;.-...«-.?1..1...?.
e A Skt e ¥ s S S e ...u..l.n.-.LL.wwu.h..mu- -.. .

&Hu.rli..:ﬂt}.v.lluwﬂl. ! -.--....;lﬂ?..-.......a...lf.ﬂSu.lﬁ
. ‘Ii iﬁﬂl(— i e




OFFICE OF

THE AMERICAN BELL TELEPHONE COMPANY,
BOSTON, MARCH 25, 1890,

To THRE STOCKHOLDERS :

The reports for the past yenr of the telephone companies
operating under license from The American Bell Telephone
Company show a continuing increase of business, and a
continued extension and improvement of their plant.

The following tables present the statistics in tabulated
form : —

INSTRUMENTS.
dg e | g | el g |
sh | gB | $E | g% | 38 | 4B
a =] = =] a

In the hands of Li-
cendeed, under
rentalisvese. oo | 826,674 | 880,040 | 353,518 | 880,277 | 411,511 | 444,861

Increase over pre-
viOns yOAr +vo. | cvavias 4,466 | 28,478 | 26,760 | 81,284 | 33,850

1884, 1885, 1880, 1887, ‘ 1888, 1880, " 1800,
|

Exchanges. ... 906, 12 747 706/ 789 742 67 15

Increase ower
1880,

Branch Oflices, 419 481 428 4406 452 452 171 19
Miles of Wire
on poleg....fieeanss
Miles of Wire ‘
on bulldings|.......| 11,886 10,048| 10,587 10,225 10,266 11,484 1,218
Miles of Wire \
underground).......| 1,225 8,417 GJ’)BO; 8,000| 17,088| 27,117/10,079
Mileg of Wire

88,481(100,352|111,549127,839 142,631/ 1564,000/11,378

HuUbmMArine s ofoc oo foeniae, 2064 265 365 BiG GO3 67
Total Miles of [

Wire. ......| 85,806/101,692 114-.040.128,231 146,488(170,471]198,213|22,742
Total cirenits | 97,422 107,440(112,067|121,260{132,004|143,637|156G,780113.003
“employees..| 4,762 06,168 5,488 5,848 6,183 6810 6,758 448

‘* qubseribers |128,626) 184,847 187,760 147,068/158,712(171,454( 186,005/ 1 3,549




4 ANNUAL REPORT OF DIRECTORS OF

EXCHANGE CONNECTIONS.

The estimated number of exchange connections

daily in the United States is . A : 1,240,147
Or a total per year of more than . ; . 400,000,000
The number of daily calls, per subscriber,

varies in different exchanges from 2 to

15, the average throughout the United

States being . . ‘ ‘ . 61%

The average cost to the subseriber varies, according to the
size of the exchange and character of the service, from 2 to
13 cents per connection.

EXTRA-TERRITORIAL LINES.

Jan. 1, (Jan. 1, | dan, 1, |Jan, 1, | Jan, 1, | Jan. 1, | Jan. 1,
1884, 1886, | 1880, 1887, 1888, | 1880, | 1880,

|
Increase
daring 1889,

Number of lines.....-| 698 826/ B897| 911] 927 947 969 22

Miles of pole lines. . . .|20,592/25,766/30,607[81,143/532,478|34,010 3!;’».254t 1,244

Miles of wire...ceens, |29.3i59136,03l 41,745(48,767|66,179(78,205|86,728 13,4356
| - = 1

EXTRA-TERRITORIAL CONNECTIONS.
The average daily number of extra-territorial
connections is . . - : i 8,289
Or a total per year of about . : : ; 2,700,000
The extra-territoriul earnings for the year

amounted to* ; ) : ; . $943,8564 88
Of which this Company’s share is . . . 84,253 18
An inerease over 1888 of : ; : . 4,440 51

[t is seen that the output of telephones was 33,350 — 2,116
more than the large output for last year. Fifteen new ex-
changes and nineteen branch offices have been opened.

® In case of four companios, which failed to report their extra-territorial earns-
ings for November and December, the average earnings for the earlier months
have been used to complete the above statement.

B TR,



THE AMERIOAN BELL TELEPHONE COMPANY. h

The mileage of wire is 193,213 against 170,471 at the
close of the year 1889, A very material increase has been
made in mileage of underground wire, something over one
third of the whole amount in use having been put down dur-
ing the last year.

UNDERGROUND WIRES IN USE.

3 p : o ; b
i 4 :" ] £ g '% g : g ﬁ g 4
ol Sl (Bt M i
" L) L] " ! =
AlDONY. o 565 tisan siene| wriw 1 1 1 1 e
LT e T i (e 289 BT 786 1,680 | 8,600 2,019
BLOOKIYI vianleinis sis/sls 184 1,283 1,448 2,197 2,254 BT
T TR et e s I Ol 1,170 | 1,170
Chleago....,. et 760 1,462 2,000 | 8,127 8,255 128
O GETOT Catais wvad Vi 82 175 500 871 871
JEOMIBVALLO s s vn wvmpel| o5 Wi 9 238 1G9 780 811
610, (-] EE SR e S s q 4
Milwankee: cvaeeias 1 1
New Hoven..... S cvas sies paes 300 300
New Yorkvoe:sseas 62T G627 1,120 5,208 | 10,900 5,697
Pittsburgh.. .. cves G614 HIHH HET] 2,870 2,804 24
Washington ........ 999 1,502 1,338 1,601 1,689 L
8,417 6,030 | 8,009 | 17,038 | 27,117 | 10,079
American Telephone
and Telegraph Co.’s
long distance wires,| .... £ i 140 827 boo 232
Totaleeessrrens| 8417 6,080 | 8,140 | 17,865 | 27,676 E 10,311
|

4 Decrento.
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During the year the American Telephone and Telegraph
Company — the long line company —has continued the
extensgion and development of its scheme of lines. It has
extended its work from Philadelphia to Baltimore and Wash-
ington. If has also completed a sccond line from New
York to Boston, building in 1889 the part from New Iaven
to Boston, and has entered eastern Pennsylvania, building
lines connecting Philadelphia with Reading, Easton and
Scranton. It has connected with its eastern lines Newport,
R. 1., and Fall River and New Bedford, Mass.

On January 1, 1890, it had 1918 #& miles of pole line and
34,7994 miles of wire on poles, together with 805 &, miles
of wire in cables, — aerial, underground and submarine, —
a gain during the year of 700 miles of pole line, and 9588
miles of wire.

The application to the Legislature to which reference was
made in the last report, for authority to increase the capital
stock of the Company, was favorably entertained and by
Chap. 385, Acts of 1889, approved May 29, 1889, it was
enacted that the Company might from time to time increase
its capital, provided the total capital should never exceed
$20,000,000, At a special meeting of the stockholders, held
September 12, 1889, this amendment was accepted and at
the same meeting an actual increase of the capital was made
of $2,500,000. This was offered to the stockholders under
cireular of September 12, 1889 and was all subscribed for,
one half being payable October 19, 1889 and one half April
19, 1890,

Very satisfactory progress has been made on the new
building at the corner of Milk and Oliver Streets. It is
expected that the roof will be on by the first of April, and
that the New England Company can be put in possession of
the new switchboard room by about the first of May. 1t is
hoped that the whole building may be completed for general
occupation by the first of next year.



THE AMERICAN BELL TELEPHONE COMPANY. 7

The mechanical department, with its other work, has con-
tinued its study of transmitters, designing new forms of trans-
mitters and telephones, as well as instruments for special
purposes. It has also been much occupied with general
(uestions relating to subways and cables and with the prob-
lems suggested as the underground work progresses.

The patent division has continued its work of collecting,
digesting and arranging information upon electrical subjects
and preparing reports based thereon. It has also prepared
the applications for patents upon such inventions as have
been made by our own people, or bought by us before pat-
enfing. It has advised with the Western Electric Company
upon its electrical matters and has aided it in the prepara-
tion of the defence in certain litigations. It has also to some
extent assisted the Bell Telephone Company of Canada.

The electrical division ig continuing its conduct of a series
of experiments on different forms of telephonic instruments
and apparatus,

The Treasurer’s statements, showing the ledger balances
December 31, 1889 and comparative statement of earnings
and expenses for the years 1888 and 1889, are appended, as
are also reports of the Auditing Committee of April 16,
July 13, October 29, 1889, and January 14, 1890.

For the Directors,
JOHN E. HUDSON,

President.
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LEDGER BALANCES, DEC. 31, 1889,

DEBTORS.

Telephones . . : . $827,212 29
Real Estate . : : . 472,761 71
Stocks . . . . . 28,149,861 08
Merchandise and Machinery . 12,949 56
Bills and Accounts Receivable, — 1,488,710 27
Cash and Deposits . . ; 1,068,788 15

CREDITORS.
Capital Stocl . g . : $11,303,900
Debenture Bonds, 1888 . . 2,000,000
Bills and Accounts Payable* 553,613
Patent Account (Profit and Loss) 10,452,862
Profit and Loss . A : 3,748,762
Reserve . ; . ; : 1,820,282
Surplus . ' . : : 2,151,011

$32,004,788

$52,004,788,01

00
00
60
36
93
51

61
01

= OFf this amount, $358,018 1a the dividend payable Fan, 16, 1800, to stockholders of record

Dae, 81, 1880,



THE AMERIOAN BELL TELEPHONE

Comparative Statement of Earnings

EARNINGS,
wsa.
Rental of Telephones . . $2,458,279
Dividends . . - 1,213,856
Extra-territorial and Branch Lines, 78,711
Telegraph Commisgion : . 21,164
Interest . 00,466
Miscellaneous . . . 7,639
$8,865,118

EXPENSES.
Expenges of Operation $274,442
Legal Expenses . 222,257
Interest and Taxes 201,212
Commission : 467,471
Royalty : - . 10,000
Concessions 207,790
Miscellaneous . - . (1,759
$1,450,918

Net Earnings - . $2,414,206

JOMPANY .

and Expenses.

1880,
34 $2,657,361 90
58 1,230,500 b
18 82,556 63
92 92,567 02
65 48,964 44
81 7,954 19
48 34 044,704 71
00 $260,493 87
75 144,566 62
68 225,199 97
10 511,215 81
00 10,500 00
27 291,988 11
46 3,702 64
26 $1,385,966 02
22 $2,658,788 69
34 8,150 00

Mise. Items to Surplus Acwuut 22,258
$2.480,463
Surplus Account, Dec. 81, 1888 . §2,028,055
Net Earnings, 1889 2,658,738
Miscellaneous Iftems 3,150
Regular Dividends in 1889 . . $1,288,918
Extra Dividend in 1889 600,000
<. -
Reserve for General Depreciation, 600,000
Reserve for Depreciation of Tnsts. 100,000
surplus Account, Dec, 81, 1889 | :

56 $2,661,888 69

92

69

00

— $4,689,924 61

00

00

00

00

— 92,588,918 00
@2,151 011 61
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REPORT OF AUDITING COMMITTEE.

Bosron, Massacnuseres, 16 April, 1889.
Jonn K. Hupsow, Esq.,
President Am'n Bell Tel. Co. :
Dear Sir,— With this I enclose the report of Mr. Chas. T.
Plimpton, an expert accountant employed by me to examine the

books of our Company for the three months ending March 30th,
1889.

Respectfully yours,
FRANCIS BLAKE,
Committee on Acc'ts of A. B. Tel. Co.

Bosron, April 16, 1889.

Dear Sir,—1 have examined the books of the Treasurer of
Am’n Bell Telephone Co. for three months ending March 80, 1889,
all of which have found correct and satisfactory.

Yours truly,

C. T. PLIMPTON.
To Fraxcis Braxe, Esq.,

Committee on Aec’ts. A, B. T. Co.
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Bosron, Massacnuvserrg, 13 July, 1889.

Joun E. Hupsoxn, Esq.,
President Am'n Bell. Tel. Co.:
Sir, — With this I enclose the report of Mr. Chas. T. Plimpton,
an expert accountant employed by me to examine the books of our
Compuny for the six months ending June 29th, 1889,

Respectfully yours,
FRANCIS BLAKE,
Clommittee on Aec'ts A. B. Tel. Co.

Bosron, July 11, 1889.

I hereby certify that I have audited the books and accounts of
the Treasurer of the American Bell Telephone Co., for the six
months ending June 29, 1889, and have to report that I find the
cash book correetly footed, and the disbursements supported by
approved vouchers ; have verified the rental, commission, and con-
cession accounts, the pay-rolls, journalizings, stock ledger, trial
balances, and eash on hand.

I find also that the bank accounts agree with the pass books of
the several banks, after making allowances lor cutstanding checks,
also that the bills receivable, and certificates of stock investments
which the ledger calls for, are on hand, or properly accounted for.

CHAS. T. PLIMPTON,
Auditor.
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Bosron, Massacuusers, 29 October, 1889,

Joax E. Hupson, Ksq.,
President Am'n Bell Tel, Co. :

Dear Sir,— With this I enclose the report of Mr. Chas. T.
Plimpton, an expert accountant employed by me to examine the
books of our Company for the three months ending Septem-
ber 30th, 1889,

Respectfully yours,
FRANCIS BLAKE,
Committee on Acc'ts of A. B. Tel. Co.

Bosron, October, 24, 1889,

Having examined the books and accounts of the Treasurer of
the American Bell Telephone Co. for three months ending Sep-
tember 30, 1889, have to report, that I found the footings of the
eash book correctly made, and the disbursements sustained by
approved vouchers, have verified the balance of cash on hand,
and proved the bank accounts.

Have examined the rentalg, commissgion and concession accounts
and pay-rolls, also the stock ledgers, the accounts of which
having been transfered to new ledgers find the same to represent
100,000 shares to 2,297 stockholders ; also examined the footings
of the ledgers proving the trial balance of Oectober 1st, 1889,
and hereby certify to the accuracy of the same.

CHAS. T. PLIMPTON,

Awditor.



THE AMERICAN BELL TELEPHONE COMPANY. 13

Bosron, Massacnuserrs, 14 January, 1890.

Jonn K. Hupson, Esq.,
President Am'n Bell Telephone Co. :

Dear Sir,— With this T enclose the report of Mr. Chas. T.
Plimpton, an expert accountant employed by me to examine the
books of our Company for the three months ending December 31st,
1889.

Respectfully yours,
FRANCIS BLAKE,
Committee on Ace'ts of A. B. Tel. Co.

Bosgron, January 14, 1890,

I have audited the books and accounts of the Treasurer of the
American Bell Telephone Co., for three months ending December
B1st, 1889, and have to report, that I find the ¢ash book correctly
footed, and the disbursements sustained by approved vouchers.
Have examined the stubs of certificate books, verifying the amount
of eertificates outstanding to stockholders, have also examined
rental, commission, and coneessgion accounts, and pay-rolls, proving
the trial balances, and cash on hand. .

Have examined the bank accounts, and the balances on hand in
the several banks, at the close of business, Dec’r 3lst, 1889,
agree with the Company’s books after allowing for outstanding
checks. Have seen that the notes receivable and certificates of
stock investments which the ledger enlls for are on hand or prop-
erly accounted for.

CHAS. T. PLIMPTON,
Auditor.
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