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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 : —
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BEXTRA-TERRI'TORIAL LINES.
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UNDERGROUND WIRES.
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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
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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.
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