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TO THE STOCKHOLDERS

OF THE

Western Munion Telegraph Company.

I have the honor to submit the following Report of

the operations of the Company for the fiscal year ending
June 30, 1873, and of the condition of its affairs on
that day. The capital stock of the Company at the

close of business on that day was $41,073,410, of which
- there was outstanding $83,778,175, and owned by the

Company, $7,295,235. The debt of the Company on
that day was $6,038,410, of which there was due Oct. 1,

1878, for American Telegraph Company bonds, $89,500;
in November, 1875, for Western Union currency bonds,

$4,448,900; in 1902, for Western Union gold bonds,
$1,500,000.

The gross receipts of the Company for the year, from
all sources, were $9,333,018.51 ; the gross expenses,

$6,575,055.82; and the net earnings, $2,757,962.69.
This amount has been applied as follows :

Construction and purchase of new limeS....cesceeescseeeceeeces $1,242,205 97
Interest on bondS...ccecscceesssce. cece Uealigs bene eadea ress 317,793 00
Real OStater, ccve sees citaiee es 2s Ce U Ve TERI Ske ee OKEC TORT HED 62,214 40

Purchase of sundry stocks of Telegraph Companies in Western
Union Company’s Sy8tem....... cee cece cece cence cccceneces 41,576 69

Paid for $50,000 Western Electric Manufacturing Company’s stock 39,000 00
Patents (on account of Stearns Duplex)..........eceececeesee: 19,258 00
MiscelaneOws.. ic cisccdcescedeenedecseae swan dees us sveeawenees 402 50

Totals isiccs sasewev Voss vicar sesawiadeeereamecaeaie $1,722,450 56

The balance has been carried to the credit of income account... 1,035,512 13

Total cissssaansaceieesselecaaseeess sews! o0.40.046 Gains es $2,757,962 69
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On the Ist day of July, 1872, the Company operated

62,032 miles of line, 137,190 miles of wire, and 5,237
offices. At the close of the year ending June 30, 1878,

it operated 65,757 miles of line, 154,471 miles of wire,

and 65,740 offices. The increase during the year has

been 3,725 miles of line, or 6 per cent.; 17,281 miles of

wire, or 12.5 per cent., and 503 offices, or 9.5 per cent.

For the construction, reconstruction and repair of lines

there were used 141,498 poles, 261,715 cross-arms, 1,033,270

insulators, and 1,100,265 pins and brackets. There were

in the employ of the Company, on the 30th of June,

1873, 9,190 persons. Of these, four’ were general super-
intendents of divisions, 29 superintendents of districts,
5,514 managers and operators, 1,830 messengers, 661

clerks, 589 foremen of construction and repairmen, 116 ~

mechanics in factories, 84 battery-men, and 275 miscel-
laneous. There were in use on the lines of the Com-
pany at that date 6,350 sets of instruments for reading by
sound, 1,878 recording instruments, 8,601 relay magnets,
8,905 transmitting keys, 227 repeaters, 15 printing instru-
ments, 94 sets of duplex instruments, 2,662 switch-boards,
8,472 cut-offs, 3,029 lightning arresters, 21,777 cups of
main battery, and 11,717 cups of local battery. The cost

_ of new instruments and apparatus supplied during the
year was $140,877.52, and of battery material and supplies,
$146,793.68.

The number of messages transmitted during the year

ending June 30, 1872, was 12,444,499, and for the year
ending June 30, 1878, 14,456,832—being an increase of

2,012,333, or 16.1 per cent. This includes press reports
reduced to messages on the basis of 30 words to each
message. The average toll collected upon each message

for the last year was 61 cents, the average cost of trans-
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mission 42 cents, and the average profit per message 19

cents.
REPAIRS AND RECONSTRUCTION.

During the past year, $706,789.58 were expended for

repairs of line, and $632,753 for reconstruction, making a

total expenditure for maintenance of line of $1,339,542.58—

an increase over the previous year of $409,537.41, or 44

per cent. The increase during the past year in the cost
of maintenance of line is mainly for reconstruction, the
cost of which was $354,213.28 in excess of the pre-

vious year. This increase is principally confined to the
Eastern and Western States, and much of it is of an ex-

ceptional character, and I hope not likely to recur.
Severe storms have prevailed, particulary in January and
March, causing great injury to the lines and necessitating

large outlays for repairs. Great expense has also been
incurred in the removal of lines to accommodate rail-

road extensions, additions of tracks and sidings, and the
removal and erection of buildings, principally on the Penn-

sylvania Central, New York Central, and Lake Shore rail-
roads, and to a considerable extent on many other rail-
roads in the Eastern and Western States. The annual
cost of maintenance of the plant for the past five years
has been as follows: Cost of maintenance per mile of
line—1869,- $14.50; 1870, $15.30; 1871, $15; 1872,

$16.59 ; 18738, $20.87. Cost of maintenance per mile of
wire—1869, $7.23 ; 1870,. $7.72 ; 1871, $7.23 ; 1872, $7.67 ;
1878, $8.66. The cost of reconstruction was heavier than
usual in the Eastern States, on account of the large num-
ber of poles which required renewal during the past year.

The maintenance of the plant in the best possible state
of efficiency is a necessity which will be readily ap-
preciated, as the capacity of the wires for the transmission
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of messages, and consequently for earning money, depends
upon their condition for work in all weather. | While

every effort has been made to keep the cost of maintenance

down to the lowest practicable limit, the average cost per

mile has not materially changed during the past five years,

and it is not likely that the annual expense will be ma-

terially less per mile for the next few years.

Great pains have been taken, during the past seven

years, to secure a better and more durable kind of timber |

for the poles than was formerly used, and it is hoped that

the cost of reconstruction will hereafter be somewhat de-

creased.

In Europe afcheaper class of timber is employed for

poles, which are treated with sulphate of copper or creosote

to make them more enduring, but investigation shows that

the duration of the treated poles in Europe is no greater

than that of our best natural timber. The lines which

we are now reconstructing were built before the consoli-

dation, and are inferior to those which we are now build-

ing, and when reconstructed they are better than when

originally built.

It has been the policy of the Company, under its pres-

ent management, in the direction of repairs and reconstruc-

tion, not merely to effect such repairs as would enable
the lines to be worked, but to put them in better condi-

tion than they had been in before, keeping always in view

the inevitable growth of the business, and the constant

necessity for providing additional facilities. To illustrate:

A line of poles bearing three wires require renewal; they
are replaced by poles capable of bearing a dozen wires,
and which will last twice as long as the old ones. If

only the ,three wires are placed upon these poles, the whole
outlay is charged to profit and loss, although the value
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of the renewed line is much greater than that of the one
replaced when the latter was new. As additional wires
are put up on such poles, the cost, merely, of such addi-
tions is charged to construction. Under this policy the

whole property of the Company is improved every year

more than that year’s portion of natural decay; so that

the apprehension, sometimes expressed, of what appears to

be the natural result of annual deterioration of the Com-

pany’s property, is groundless. The average condition of

the whole property is better at the end of every year than

at the beginning.

MONEY TRANSFER SERVICE.

On the first of July the transfer system had been in

operation 21 months, with very satisfactory results. |The

increase of the business has been greatly beyond the ex-

pectation of its results when established. The revenue of
the Company from this source, for the first nine months,

was $8,936; for the same nine months, one year later, it
was $45,8l1l—an increase of more than five-fold. The

revenue from this service, during the past year, was

$58,000; the number of transfers, 20,000; the amount

transferred, $1,602,000. The average amount of each trans-

fer was about $80. Ninety-two new money order offices

have been opened during the year. The service has in-

creased in promptitude and efficiency, and measures are

now in progress which, it is expected, will still further

improve it. Judging of the future by the past, it is not

easy to estimate the growth of this business, or to appreci-

ate the results which it may ultimately reach. If the same

rate of increase is maintained during the present year that

has been developed during the past twelve months, our
monthly revenue from transfers will be over $8,000, or at
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the rate of $100,000 per annum. It is a gratifying and

healthy feature of the business, that while the number of

transfers is increasing rapidly, the average amount trans-

ferred is diminishing ; for, as the average amount of trans-

fers grows smaller, the risk of loss diminishes, and the

profits of the business are proportionately greater. Experi-

ence seems to prove that our transfer system is the best

that can be devised. The alterations in the details that

have been found advisable since its inauguration have been

few and unimportant, while an enlarged knowledge of the

business, and familiarity with its working, seem to indicate

the necessity only of a rigid adherence to all the regula-

tions established in order to make its operation a complete

success.

FREE MESSAGES,

The free messages, so classified in our accounts, trans-

mitted by the Company during the past year, amount at

regular tolls, to $766,000. Of this sum $565,000, or 72

per cent., was performed for railroad and other transporta-

tion companies, all of which render us similar service in

return. Without this service our lines could not be kept

up so cheaply, nor our business so well conducted. Such

messages are not free business in the proper sense of the

term. They are sent under contracts which stipulate to
give the Company an equivalent in right of way, trans-

portation of men and material, and labor to maintain and

operate our lines, While the contracts vary in terms they
are in the aggregate very favorable to this Company. Of
the remainder of the free service $83,000 worth is performed

for the directors, officers and operators of the Company ;

$22,000 on account of rent; $18,000 for connecting tele-

graph companies; $58,000 for complimentary, and $20,000
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for miscellaneous messages. The $83,000 of Western Union
business includes the telegraphic correspondence of all the

officers and agents of the Company. It has been the con-

stant effort of the management to curtail this business, and
the figures now reached are believed to be low and rea-

sonable. The rent account explains itself, The items thus

charged are generally limited to a specific sum per month,
and the total business is constantly and carefully scruti-

nized. Instead of paying in cash we pay in telegraphing,

and the telegraphing, as a rule, pays more rent than the

same amount in money. ‘The ‘items of railroad transpor-
tation, telegraph, and rent messages, amount in the aggre-

gate to nearly $700,000, or 90 per cent. of the whole free

business,
THE TARIFFS.

During the past year two important modifications have

been made in the tariffs. The first change was the abroga-

tion of all Western Union rates above $2.50, which took

effect Feb. 1. The second important change was the exten-

sion of the square rate over the territory west of Omaha

and east of Utah, and the equalization of the rates in

the Eastern, Central and Southern States, which took effect

July 1, 1878. The rates previous to July, 1878, were
about 23 per cent. higher in the Western, and 40 per

cent. higher in the Southern than in the Eastern States.

This inequality was the subject of complaint in the West-

ern and Southern States, and formed one of the strongest

‘arguments in favor of the extension of competing lines

and of governmental interference. Another serious objec-

tion to these unequal rates was that the special rates

between competing points were so low in comparison, that

messages for distant points in the West or South could be

sent to certain central points over our lines at special
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rates, and then be forwarded at local rates to their desti-

nation, at a considerable reduction from the through rate.

For example: The square rate to offices in the vicinity

of Chicago was $2. The special rate between New York

and Chicago was $1, and, as the local rate from Chicago

was only 40 cents, our customers or the opposition lines

could send messages for such points to Chicago, and de-

liver them by our own lines, at a reduction of 50 to 60

cents from our through rates. This condition of things
existed throughout the Soyth and West, and to some ex-
tent in the East, and could only be remedied by an
equalization of the rates, such as has been recently inau-
gurated.

EARNINGS IN SEVEN YEARS.

The following statement shows the net earnings of the

Company since the consolidation, in 1866, and the dispo-
sition which has been made thereof:

The surplus of Income Account, July 1, 1866, was.....seseeees. $275,357 21
The net profits for seven years, from July 1, 1866,

to June 30, 1873, have been...,.... .... Fie o:6,0'e a ateitoeseeesa 20,312,618 BL

Making an aggregate, June 30, 1873, Of... .....eeeeeeee eee $20,587,976 05

Of this sum there has been
Distributed in dividends to stockholders............eeeeeeeeee0. 4,857,239 34
Disbursed for interest on the Company’s bonds...........+++.-. 2,216,194 98

The ‘balance: sic scascsacioe oa ves oe aw soe ca aces Sade sneesale ee Pl3,514,041. 18

is represented as follows:

Construction of new lines and the erection of additional wires.... $4,405,180 44
Purchase of telegraph lines and of the stock of companies con-

trolled by the Western Union Company, on which interest or

dividends are paid as rental...ecccecscccccesccescccscessons 6 695,428 95
Western Union stock (72,952 shares) ........cseececeecseceees 4,054,483 07
Gold and Stock Telegraph Company’s stock (47,710 ahaieil seeee 1,173,509 00
International Ocean Telegraph Company’s stock (10,384 shares)... 961,556 42
Pacific and Atlantic Telegraph Company’s stock (49,917 shares)... 510,274 50
Anglo-American Telegraph Company’s stock (£1,308 0s. 0d.)..... 10,000 00
Western Electric Manufacturing Company’s stock (500 shares)... 39,000 00
Western Union Bonds redeemed and cancelled...........0ee00 974,075 00

cityTON N ‘UN \IVERSIed b Go gle PRINC



13

Western Union Broadway and Dey street Mortgage Sinking Fund $30,000 00
Real Estate (exclusive of Broadway and Dey street property).... 318,263 14
Patent—the Page and Duplex Telegraph............-.eeeee0- 73,758 00
Mable Stam Gls iois.26 50.8 sais die s.orsaid asa viele's p's eleraie aecayaterelewlete aie 12,665 19
Western Union bonds not cancelled ($7,500).......e.seeeescees 6,750 00
Fraction of share (old issue) redeemed and cancelled............. 42 50

BOGAN 5.0 sleieside a:5,4.b'oele Soe esd sis aaWeiwielu ea watesse Sale aeiaa ts $13,264,986 21
Leaving an excess Of, iiss cacc neces sects ecsseap es assaeses ees 249,555 52

which excess is applicable on account of Sinking Fund

appropriations not yet used for redemption of bonds.

All the above items are entered at the actual cost to the

Company, in cash, except the $1,173,509 in stock of the

Gold and Stock Telegraph Company, which is stated at
par. Many of the other items are worth much more than

cost.

THE INTERNATIONAL OCEAN TELEGRAPH COMPANY.

During the past year the Western Union Company have

acquired control of the International Ocean Telegraph
Company, whose lines extend from Lake City, Fla. to
Havana, Cuba. The capital stock of this Company is

$1,500,000, of which $850,000 is in common, and $650,000
preferred, stock. The Western Union Company purchased

of the common stock $538,500, and of the preferred stock

$499,900, making a total of $1,038,400 at the par value.

The actual cost to us. was $961,556 42. The Interna-
tional Ocean Company possesses a fifty years’ exclusive

grant from the Spanish Government to lay and operate

cables between Cuba and the United States, and a fifteen

years’ exclusive grant from the Government of the United

States to lay and operate cables between the coast of

Florida and the West India Islands. When the control-

ling interest in the stock of this company was purchased,

communication by cable between Florida and Havana was
interrupted. In April last one of the cables between
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Key West and Havana was repaired, and a new one also
laid down, and both are now in good working order.
The lines of the International Ocean Company are now

doing a good and profitable business with Cuba, Porto

Rico and Jamaica, and when the ‘cables connecting Jamaica
with the other West India Islands, and to Central and
South America, are completed, which, it is confidently ex-

pected, will be in a short time, the traffic upon these
lines, which constitute the only outlet for the telegraphic
correspondence of these countries with the United States
and Europe, will become ‘very large and important. The

net profit of the International Ocean Company is now at
the rate of about $200,000 per annum.

PACIFIC AND ATLANTIC TELEGRAPH COMPANY.

We have also acquired during the last year a majority

of the stock of the Pacific and Atlantic Telegraph Com-

pany, and negotiations have been in progress for some

time with a view to leasing their lines.’ The capital of

that Company is $2,000,000. Their lines extend from

New York wia Philadelphia and Baltimore to Pittsburg,

Columbus, Indianapolis, St. Louis and St. Paul, branch-
ing at Dubuque to Chicago, and from Chicago to Cin-

cinnati, Louisville, Nashville, Memphis and New Orleans.

They own about 5,000 miles of line and 10,000 miles of
wire, and the gross receipts last year were about $500,-

000. It is believed that an arrangement will be made,
satisfactory to the holders of the balance of the stock,

by which the lines will be turned over to the Western
Union Company at an early day.

PNEUMATIC TUBES AND SUBTERRANEAN LINES.
6

In February last the Executive Committee authorized me

to send Mr. George B. Prescott, the Electrician of the




