FIFTEENTH ANNUAL REPORT

THE DIRECTORS

THE AMERICAN BELL TELEPHONE COMPANY

TO THE STOCKHOLDERS,

YEAR ENDING DECEMBER 31, 1894.

BOSTON:

ALFRED MUDGE & SON, PRINTERS,
No. 24 FRANKLIN STREET.

1395.






FIFTEENTH ANNUAL REPORT

THE DIREECTORS

THE AMERTCAN BELL TELEPHONE COMPANY

TO THE STOCKHOLDERS,

YEAR ENDING DECEMBER 31, 1894.

BOSTON:

ALFRED MUDGE & SON, PRINTERS,
No. 24 FRANKLIN STREET.

1895.






OFFICE OF

THE AMERICAN BELL TELEPHONE CO.

BOSTON, MARCH 26, 1895,

To THE STOCKHOLDERS

rom 1884 to the close of the year

The output of telephones f

1894, and the consolidated

are as follows : —

licensees

1e8

statistics of our compan
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THE AMERICAN BELL TELEPHONE COMPANY.

UNDERGROUND WIRES IN USE.
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UNDERGROUND WIRES IN USE, CONTINUED.
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1 Includes 53 miles classed as toll wire.
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The increase, within the year, of the aggregate number of sub-
scribers reported by the various companies, was somewhat larger
than that of the previous year, and taking into consideration the
facts that general business throughout the country had not re-
covered its usual activity, and that the growth of the telephone
business must be, in great measure, dependent upon the prosperity
of commercial and manufacturing interests, the results have been
on the whole satisfactory.

In comparing the gain in the output of telephones for the year
1894 over that of the year 1893,— 16,015 telephones for 1894,
as against 18,771 in 1893, — attention should be called to the
fact that in the months of January and February, the re-
turns exceeded the output by 3,472, so that the actual growth
in number of telephones during the remaining ten months would
be little short of 20,000 ingtruments.

Extensive additions and improvements of plant have been made
by most of the companies, especially in the direction of under-
ground and toll line construction.

A greater mileage of toll wires has been added than in any
previous year in the history of the business.

Not including the cost of current repairs and renewals, the
companies operating under our licenses have expended, during
1894, upon extensions of lines and apparatus, $4,138,000, and for
buildings to accommodate their exchanges $411,000, making, with
the amount reported last year, a total of investment in telephone
property in the United States, of $77,500,000.

The pole line construction of the Long Distance Company last
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year consisted mainly of the line from Pittsburg to Chicago via
Indianapolis, and the line between Erie, Pa., and Norwalk, Ohio.
No very important new places were reached during the year.
‘The principal points to which service was opened were Richmond,
‘Waterloo, Terre Haute, and Michigan City, Ind. ; Piqua, Tadmore,
Columbus, Springfield, Zanesyille, Cambridge, and Chillicothe,
Ohio; Wheeling, W. Va; Danville, IIl.; and McKeesport and
Northumberland, Pa.

The construction department reports that the total of lines,
December 31, 1894, was 4,617.24 miles of pole line and cables
and 75,555.72 miles of wire. Of this there were constructed
during the year 633.26 miles of pole line and 9,879.71 miles of
wire.

The metallic circuit system has grown rapidly in favor, and at
the close of the year the stations of 54,680 exchange subscribers
were furnished with the equipment for this improved class of
service, a gain during the year of 17,032.

The steadily increasing use which subscribers make of the
exchange service continues to he a noticeable feature of the sta-
tistics furnished us by the operating companies.

On the average each subscriber throughout the country now
uses his telephone, upon calls made and received, seventeen times
per day.

While this enlarged use is gratifying as an indication of the
enhanced value which the subscriber derives from the service, the
greater demand thus made upon the exchange system of necessity
involves a corresponding increase in the cost of rendering service,
and a larger investment per station for central office apparatus
and trunk lines.

Comparing the latest statistics with those of six years ago,
we find the total number of subscribers has increased by 42 per
cent.

Within the same time the average daily use of the exchange
service by each subscriber has increased 40 per cent, and the
number of employees engaged upon exchange work 76 per cent.
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The great disparity in the number of calls made by different
subscribers in the same exchange, who, though paying the uniform
yearly rate, require in the transaction of their business a widely
varying amount of daily service, has led several of the com-
panies, especially in the large cities, to consider the adoption of a
plan for measured service, of which advantage can be taken by
the smaller users.

This question was discussed in the last Annual Report, and it
was there stated that ¢ some experiments are in hand to see if in
the great cities the case of those who want only a limited use of
the telephone at a less rate than is fixed for an unlimited use can
be met.”

The plan has already been put in operation in New York,
Brooklyn, Boston, and some other exchanges. The choice is
offered to subscribers of paying either the fixed yearly rate, with
unlimited local service, or a graduated scale of charges, dependent
upon the extent of use within the year, the cost per connection
lessening with the increase in the number of calls for which con-
tract is made.

This system is an alternative to that of unlimited use, is equit-
able to those whose requirements for service are not large, and
has commended itself to a considerable number of the telephone
users in the exchanges named, some thousands being now con-
nected on the measured service plan.

The application to the Legislature for authority to increase the
capital to fifty millions of dollars, of which mention was made in
the last report, resulted in Chapter 544 of the Acts of the year
1894, authorizing the increase, but providing that in the first
instance the stock should be offered to the stockholders at the mar-
ket price, to be determined by the Commissioner of Corporations,
having in view actual sales and ¢¢ other pertinent conditions,” and
that what should remain undisposed of in that mode should be
offered for sale by public auction.

As you will remember, at a special meeting of the stockholders,
held November 15, 1894, it was voted that the Act be accepted
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and the stock be increased by 5,000 shares, say at par, $500,000.
Upon application to the Commissioner of Corporations, he fixed
the price at which this should be offered to the stockholders at
$190 per share, and it was so offered. 1632 shares were taken by
stockholders ; the remainder, 8,368 shares, were gold on the ninth
day of February, 1895, by public auctien at an average price of
$189.75 per share.

The suit of The United States v. The American Bell Telephone
Company and Alexander Graham Bell still remains pending, not-
withstanding that the two Bell patents, No. 174,465, of March 7,
1876, and No. 186,787, of January 80, 1877, which it was brought
to annul, have both expired.

The deposition of Mr. Franklin L. Pope was concluded May 15,
1894, and on June 15, 1894, the Court extended until January 1,
1895, the time within which the defendants might take further
evidence.

Owing to unavoidable interferences and to the illness of counsel
for complainant, the time for taking defendants’ evidence has
again been extended to June 12, 1895. By that date, if no acci-
dent prevents, the defendants expect to have closed their testimony.

The suit of the United States v. The American Bell Telephone
Co. et al.,—the Berliner suit, so-called, —was argued June 14—
20, 1894, before the Circuit Court. The Court, on the eighteenth
day of December, 1894, rendered a decision that the patent was
void. An appeal has been taken to the Circuit Court of Appeals,
and the cause is expected to be argued next month.

In The Western Union Telegrapl Company v. The American
Bell Telephone Company, it will be remembered that a decree was
made by the Circuit Court allowing the motion of the plaintiffs
to dismiss their case without prejudice. This motion was made
upon the coming in of a report of the Master finding that the plain-
tiffs were not entitled to the account asked for. An appeal was
taken, and the decree of the Circuit Court has been reversed by
the Court of Appeals, the case being remanded to the Circuit Court
for further proceedings.
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In the Thirteenth Annual Report it was stated that Edison’s
application for a patent for the carbon telephone had resulted
in patent No. 474,231 ; but it was said : —

“It is necessary to add, however, that Edison’s foreign patents
for the same invention, although applied for subsequently to the
application in this country, had expired previously to the grant of
the American patent. Our counsel inform us that the law is
unsettled, whether in such cases the American application should
be defeated by the expiration of the foreign patent, but that the

better opinion is that the expiration of the foreign patent is
immaterial.”

The question involved has recently been determined by the Su-
preme Court in the case of Bate Refrigerator Co. v. Ferdinand
Sulzberger et al., which holds in substance that the domestic
patent in such case is determined by the expiration of the foreign
patent, notwithstanding that the domestic application is earlier
than the application for the foreign patent. The result of the
decision is to annul the Edison patent.

The ledger balances as they stood on the 81st of December,
1894, and a statement in detail of the earnings and expenses of
that year, and of the earnings and expenses of the year 1893,
for purposes of comparison, are furnished by the Treasurer and
are appended.

The Long Distance Company had invested up to December 81,
1894, in line construction, equipment, and supplies, $7,460,662.97.
The Company shows an increase in gross earnings in 1894
over 1893 of 13.4 per cent, the amount for 1894, gross, being
$1,011,961.82. It will be remembered that the gross earnings
for 1892 were $643,436.77 ; for 1893, $892,361.62.

Copies of the reports of the Auditing Committee of April 18,
1894, July 14, 1894, Oct. 18, 1894, and Jan. 14, 1895, accom-
pany this report.

For the Directors,

JOHN E. HUDSON,

FPresident.
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LEDGER BALANCES DEC.

DEBTORS.
Telephones . . § . $11209,787 .77
Real Estate . : ; S 950,926 86
Stocks . § s t . 38,268,455 95
Merchandise and Machinery . 14,282 70
Bills and Accounts Receivable . 4,355,554 55
Cash and Deposits . i . 760,776 08

CREDITORS.

Capital Stock

Debenture Bonds, 1888

Bills and Accounts Payable* .
Patent Account (Profit and Loss),
Profit and Loss

Reserve .

Surplus .

OF

31, 1894.

$20,000,000 00
2,000,000 00
1,107,949 92
10,228,571 83
5,849,444 13
4,222,756 92
2,151,011 61

$45,559,733 91

$45,559,733 91

* Of this amount $900,000 is for the dividends payable Jan. 15, 1895, to stockholders of

record, Dec. 31, 1894.
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15

Comparative Statement of Farnings and Expenses.

EARNINGS.
1893, 1894.
Rental of Telephones . 4 $3,513,711 42 $2,502,992 17
Dividends . 5 5 . *1,824,431 98 *1,987,657 77
Commission from Ex.-Terr. Lines, 108,621 38 106,939 46
Commission from Teleg. Business, 29,192 79 29,852 96
Real Estate . 5 i ! 68,097 06 69,675 09
Interest A : 5 2 225,986 28 196,455 11
Miscellaneous . ? : 11,086 08 5,172 38
$5,781,076 99 $4.,848,244 94
EXPENSES.

Expenses of Operation ] $592,770 89 $430,340 29
Legal Expenses . : g 114,852 47 178,342 88
Real Estate : 4 ; 44,532 41 35,798 384
Interest and Taxes . . 800,368 38 856,478 51
Commission ; . . 690,380 58 459,958 71
Royalty . ; ; : 10,000 00 5,000 00
Concessions : . X 257,829 92 281,718 64
Miscellaneous . y i 44,857 15 26,827 50
$1,855,591 80 $1,724,459 87
Net Earnings . 3 ; $8,925,485 69 $3,123,785 07

Surplus Account, Dec. 81,1893, $2,151,011 61

Net Earnings, 1894 . £ 3,123,785 07
_— $5,274,796 68

Regular Dividends, 1894 . $2,400,000 00

Extra Dividends, 1894 : 600,000 00

Reserve for Depreciation of Insts., 123,785 07
3,123,785 07
Surplus Account, Dec. 31, 1894 $2,151,011 61

*No portion of the earnings of the Metropolitan Telephone and Telegraph Company

were divided.
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REPORTS OF AUDITING COMMITTEE.

BosToN, MASSACHUSETTS.
13 April, 1894
Jor~ E. Hupsown, Esqre,
President Am’n Bell Telephone 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 quarter ending March 818, 1894.

Respectfully yours
FRANCIS BLAKE.
Auditing Committee, A. B. Tel. Co.

Bosron April 13, 1894.

I have audited the books and accounts of the American Bell
Telephone Company for the quarter ending March 81, 1894, and
have to report as follows : —

I have examined the Stockholders’” TLedger and the Stock
certificate books, and found the amount of outstanding Stock to
agree with the Capital Stock account in the General Ledger.

I have made examination of the Cash in hand and in the banks
and trust companies, at the close of business March 31, 1894 and
find the amount, after allowing for outstanding checks, to agree
with the balance of the Cash book upon that date.

I have seen approved and receipted vouchers for all disburse-
ments, and have verified the records of cash receipts.

I have examined and verified the accounts of revenue, including
rentals, commissions and concessions, and have seen that all notes,
Stock certificates and other securities owned by the company are
in hand, or properly accounted for, and correctly entered upon the
books.

I have found all Cash book and Journal entries duly posted to
the Ledger, and the footings correct, and have proved the Balance
Sheets.

I hereby certify that in all my investigations, as above recited,

I have found everything correct.
CHA’S T. PLIMPTON

Auditor
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BosToN, MASSACHUSETTS

14 July, 1894
Jorx E. Hupsow, Esqe.,

President Am’n Bell Telephone Co.
Dear Siry —-
-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 quarter ending June 80, 1894.

Respectfully yours

FRANCIS BLAKE.
Auditing Committee, A. B. Tel. Co.

Bosron, July 18, 1894

I have audited the books and accounts of the American Bell
Telephone Company for the quarter ending June 80, 1894, and
have to report as follows :

I have examined the Stockholders’ Ledger and the Stock cer-
tificate books, and found the amount of outstanding stock to agree
with the Capital Stock Account in the General Ledger.

I have made examination of the cash in hand and in the banks
and trust companies, at the close of business June 30, 1894, and
find the amount, after allowing for outstanding checks, to agree
with the balance of the Cash Book upon that date.

I have seen approved and receipted vouchers of all disburse-
ments, and have verified the records of cash receipts.

I have examined and verified the accounts of revenue, including
rentals, commissions and concessions, and have seen that all
notes, stock certificates, and other securities owned by the com-
pany are in hand, or properly accounted for, and correctly entered
upon the books.

I have found all Cash Book and Journal entries duly posted to
the Ledger, and the footings correct, and have proved the Balance
Sheets,

I hereby certify that in all my investigations, as above recited,

I have found everything correct.
CHA’S T. PLIMPTON

Auditor
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Bosron, MASSACHUSETTS.

18 October, 1894
Jonn E. Hupson, Esqre.

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 quarter ending September 29th, 1894,

Respectfully yours,
FRANCIS BLAKE.
Auditing Committee, A. B. Tel. Co.

Bosrox October 18, 1894.
I have audited the books and accounts of the
—American Bell Telephone Co.—
for the quarter ending September 29, 1894 and have to report as
follows : —

I have examined the Stockholders’ Ledger and the Stock certifi-
cate books, and found the amount of outstanding stock to agree
with the Capital Stock account in the General Ledger.

I have made examination of the cash in hand and in the banks
and trust companies, at the close of business September 29, 1894

‘and find the amount after allowing for outstanding checks, to
agree with the balance of the Cash book upon that date.

I have seen approved and receipted vouchers for all disburse-
ments, and have verified the records of cash receipts.

I have examined and verified the accounts of revenue, including
rentals, commissions and concessions, and have seen that all notes,
Stock certificates and other securities owned by the company are
in hand, or properly accounted for, and correctly entered upon the
books.

I have found all Cash book and Journal entries duly posted to
the Ledger, and the footings correct, and have proved the Balance
Sheets.

I hereby certify that in all my investigations, as above recited, I
have found everything correct.

CHA’S T. PLIMPTON
Auditor
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Boston, MASSACHUSETTS
14 January, 1895
Jonn E. Hupson, Esq™.
President Am’n Bell Telephone 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 quarter ending December 315, 1894.

Respectfully yours
FRANCIS BLAKE,
Auditing Committee, 4. B. Tel. Co.

Bosron, Jan’y 12, 1895.

I have audited the books and accounts of the American Bell
Telephone Company for the quarter ending Dec. 81, 1894 and
have to report as follows :

I have examined the Stockholders’ Ledger and the Stock certifi-
cate books, and found the amount of outstanding stock to agree
with the Capital Stock Account in the General Ledger.

I have made examination of the cash in hand and in the banks
and trust companies, at the close of business Dec. 31, 1894, and
find the amount, after allowing for outstanding checks, to agree
with the balance of the Cash Book upon that date.

I have seen approved and receipted vouchers for all disburse-
ments, and have verified the records of cash receipts.

I have examined and verified the accounts of revenue, in-
cluding rentalg, commissions and concessions, and have seen that
all notes, stock certificates and other securities owned by the
company are in hand, or properly accounted for, and correctly
entered upon the books.

I have found all Cash Book and Journal entries duly posted to
the Ledger, and the footings correct, and have proved the Balance
Sheets.

I hereby certify that in all my investigations, as above recited,

I have found everything correct.
CHA’S T. PLIMPTON

Auditor.
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