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BELL TELEPHONE CASE RESUMED

Company’s Evidence Concluded—Municipalities to be
Heard Later

Evidence in support of the Bell Telephone Company’s
application for an increase of 20% in rates was received be-
fore the Dominion Board of Railway Commissioners, sitting
in Ottawa, on January Sth.

Mr. Lawrence MacFarlane, K.C., opened the case for the
Bell Telephone Company, and Mr. C. F. Sise, vice-president
and general manager, was the first witness called. In addi-
tion to Mr. MacFarlane, the company was represented by Mr.
Glyn Osler, K.C., and Mr. B. P. Fitzpatrick. Officials of the
company present were E. Palm, controller; P. A. McFarlane,
engineer; H. E. Scott, general superintendent traffic depart-
ment; W. H. Winter, general plant superintendent; O. E.
Stanton, divisional plant superintendent, and J. E. MacPher-
son, local manager at Ottawa.

Evidence of Higher Costs

Mr. Sise stated that the application was based upon the
advance in operating costs due to higher wages, more expen-
sive materials, and a general increase in everything that con-
tributed to the running of a telephone system. He tabled a
number of statements comparing operating costs prevailing
at presentwith those prevailing before the war and a year ago.
The statement covering costs of material showed that there
had been an increase of $872,460 in the price of the principal
materials used in the construction and maintenance of the
plant, based upon the quantities used in 1917, when compared
with 1913, The percentage increase, according to the state-
ment, was more than 62, The gross operating revenue of
the company in 1913 was $8,307,463, and in 1917 it had grown
to $11,179,162. The operating expenses increased from $3,-
214,564 in 1918 to $4,545,828 in 1917, and the annual cost of
maintenance from $1.540978 to 1,505,860, Taxes increased
from $190,648 in 1913 to $422.427 in 1917. The increase in
total expenses, comparing the year 1913 with 1917, was $2,.
407,930, the figures being $9,083,121 in 1017 and $6,635,191 in
1913, The net operating revenue in 1918 according to the
statement, was §1,762.272 and in 1917 $2,146,040.

Mr. Sise, in submitting his figures, emphasized the point
that the company was merely asking for such increases in
tolls as would re-establish a fair rate of return, taking into
account the inereased cost of furnishing service to the publie.

An increase of more than 50 per cent. in the wages of all
employoes was a great factor in the increased cost of operation,
said Mr. Sise. In some classes of labor the increase ran as
high as seventy per cent. Costs of materials had also ad-
vanced tremendously in the flve war years, With regard to
the increased cost of labor, Mr, Sise explained that the Me-
Adoo award had greatly affected labor conditions among tele-
phone employees, The company had to pay more wages,

Mr. Sise produced statements covering increases in taxes
and embracing a large number of cities and towns of Ontario

and Quebee, All cities, he said, had been forced to increase :

their tax rates,

“But,” said Sir Henry Drayton in looking over the state-
ment, “this merely shows the increase in tax rates. Your
assessment is not shown. It may have dropped even though
the tax rate advanced.”

Lawrence MacFarlane, K.C,, representing the Bell Tele-
phone Company, said he would have a statement of assess-
ment on the company's property prepared and submitted to
the board, il

Comparative figures of telephone expenses and revenue
in November, 1017, and in the same month of 1018, which
counsel stated had been verified by Price, Waterhouse & Co.,
wore submitted by Mr. Sise.

An increase of 20 per cent. in exchange revenue, Mr. Sise
said, was expected to yield $1,200,000 in the new revenue. He
emphagized that in the reconstruction period there would be
a comparative diminution in telephone business. A great
many private exchanges were being taken out, owing to the
cessation of munitions work and of military activities.
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New Moving Charges

As a basis for calculation of the proposed new movimg
charges, 17,979 moves of telephones were studied at M

periods during 1917. New revenue from the proposed moving
charges was estimated at:— o

From this 10 per cent. would have to be deducted for ex.
pected reduction in moves owing to the new rates.

With the exception of a charge for the installation of a
long-distance transmitter, Bell Telephone rates had not been
changed for thirty years. TR >

The stated book value o e company’s property ;
based on actual cost. There had since been no _—
In regard to assertions of over-capitalization, he said thag the
company has issued $18,000,000 of stock and $11,000,000 of
bonds, while its assets were worth over $50,000,000. :

“Telephone users and not the shareholders have Teaped

The need for additional revenue was urgent.
the company would not be able to meet its dividends, or even
its expenses,

E. Palm, comptroller of the Bell Telephone
stated that, although the par value of the company’s
had increased, the book value had not. He explained how
the figures given in the printed statements filed had been ar.
rived at.

W. H. Winter, general plant superintendent for the Bell

Company, was called at the afternoon He

said that 600 of the company’s best men had enlisted for the

war, with the result that the plant had not been mlw

in the condition the company would have liked. It had,
ever, been maintained in a fairly creditable manner,
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Municipalities Oppose

1. 8. Fairty, representing Toronto and Hami =
that the company’s application for increased nt::on' u~h
rejected, or atleast held over for a year. On the com.
pany's own statement, the application, he thought, woulg »
be justified. He emphasized that the company had set s
extraordinarily large amounts for depreciation. In 1918, he
said, after paying bond interest, 8 per cent. on common ‘*
and meeting all charges, the company had an undivided Profig
of about a quarter of a million dollars. During the wayp Per.
iod, on its own showing, the company had heaped up $1 200,
000 of undivided profit. During the same period dep =
reserves had increased from upwards of $4,000,000 to up.
wards of $12,000,000. 3 P

The company, before the war, never made any .
attempt to reduce its rates, although it had so mum
that it “found a half million dollars accidentally.”

Mr. Fairty argued that with the close of war prices
materials and labor would fall. Further, the compag
common stock was regarded by the stock market as g gt
edged security and was quoted around 130. B

Sir Henry Drayton remarked that the price at which 4
stock was quoted on the market might also mean that i
ested people were able to maintain it at a certain leve],

Should Surplus be Used?

Mr. F‘ht.z said that the company had heaped up a
plus during war years and this should be used, if

sary, to offset increased expenses, before rates were raised,
“In other words,” said Mr. MacFarlane, “you think

in rates.” ; .
(Continued on page 56.)



