REPORT

OF THE

DIRECTORS TO THE SHAREHOLDERS

OF

THE BELL TELEPHONE
COMPANY & CANADA

FOR THE YEAR ENDED
31st DECEMBER

e e e = I g 3 I_
i {5 ol 1 i

# PIIRVIS radl :

i R ARIES :

4







REPORT

CF THE

DIRECTORS TO THE SHAREHOLDERS

OF

THE BELL TELEPHONE
COMPANY & CANADA

FOR THE YEAR ENDED
31st DECEMBER

1031



THE BELL TELEPHONE COVPANY

OF CANADA
DIRECTORS

*HoxN. THos. AgeAaRN, P.C. Ottawa
*W. F. AnGus Montreal
*Gro. CAVERHILL Montreal

Cor. THE HoN. HENRY Cocksaurt, LL.D. - Brantford
C. P. CoorER - New Y ork
*K. J. DUNSTAN - Toronto
SIR GEO. GARNEAU Quebec
W. S. Girrorp - New York
*T. E. MACPHERSON Montreal

Hon. S C. MEwsury, K.C. - Hamilton
*E.1.-CoL. HERBERT MoLsoN, C.M.G. Montreal

GLYN OsLER, K.C. Toronto
*ARTHUR B. PURvIs Montreal
*TogN W. Ross, LL.D, Montreal
*C. F. S1sE Montreal

*Membersd Executive Committee.
OFFICERS
C. F. Sise
President
J. E. MACPHERSON P. A. McFARLANE
Vice-president Vice-president

E. PaLm W. H. BLACK

Vice-president & Compiroller

Secretary-Treasurer



FIFTY-SECOND ANNUAL REPORT
OF THE DIRECTORS

FOR THE YEAR ENDED 31st DECEMBER
1031

To the Skarekolders:

Y our Directors respectfully submit the following report d the
Company's operations for theyear 1931 and o itsfinancia pos-
tion at theend o the year.

For the fird time in the fifty-one years o the Company's
history the number o telephonesremoved has exceeded the num-
ber installed. There were 204, 848 telephones connected and
214, 911 disconnected, a net loss o 10, 063.

Business telephones show a gain o 1,258 for the year; the
net loss in residence telephoneswas 11, 321. At the close o the
year 66.8 per cent. o the telephones were in residences.

A substantial increasein the number o extensionsetsisduein
large measure to the sales effort o employees as well as to
growing appreciation o this convenience.

Connecting with The Bell Telephone Company under mu-
tually satisfactory arrangementsare 845 systems in Ontario and
Quebec, serving 152, 727 telephones.

REVENUESAND EXPENSES

Exchange revenue for the year was 430, 258, 928,compared
with $30, 175, 235in 1930, an increased $83, 693 or .3 per cent.



This increase in revenue, notwithstanding a decrease in the
number o telephones, is explained partly by the growth in busi-
ness telephonesand partly by the fact that our revenue reflects
the growth o 1930 to an extent which more than offsets the
faling off of 1931. Over 77 per cent. of the decreasein tele-
phones occurred in the latter haf o the year.

Long Distance revenue was $9, 849, 261, compared with
$10, 372, 127 in 1930, adecreased $522, 866 or 5 per cent.

Miscellaneous revenues and revenues from outside invest-
ments were $2, 352, 988,as compared with $2, 157, 423in 1930, an
increased 91 per cent.

I n thisare included thedividends received from the Northern
Electric Company and from a number d connecting telephone
companies in which your Company holdsstock. Somed these
dividends were not fully earned and were paid in part by drawing
upon surplus accumulated in previous years.

Decreasein long distance business, less volumed local traffic,
reduction in construction and other items o plant operation
necessarily meant adecreased volumed work. Thisdiminution
permitted savings in operating and general expense, which, with
strict economies in other directions, made possible a reduction
in controllable expense d $1, 827, 982.

On the other hand there was an increase d $1,182,267 in
such expensesas interest, depreciation and taxes, the last named
having increased by 12. 1 per cent.

The gross revenue exceeded all expenses by $5, 791, 982 but
as in the previous year the margin was insufficient to meet
entirely the requirement for the regular dividend o $8 per share.
For that purpose it was necessary to draw upon surplus to
the extent d $297,856. Net earnings per share were $7.62
The first six months operations showed a small surplus after
dividends, the shortage o dividend requirements occurring
entirely in the second haf o the year.



FiNANCING

Other than the sale o stock to Employees under the instal-
ment plan, no permanent financing was undertaken in 1931.

NUMBER OF SHAREHOLDERS
GROWTH INNUMBER OF SHAREHOLDERS GROUPED BY SIZE OF HOLDINGS

DECEMBER 311931
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Plant additionsand betterments were financed through short
term loansat low interest ratesin New York. At maturity these
were repaid through borrowings from the American Telephone
and Telegraph Company. At the close d the year their ad-
vances to us amounted to $9,075,000.

While it is not expected that it will be necessary to repay
these loans under present adverse exchange conditions, it has
been thought prudent to appropriate from surplus this year
$200,000 against a contingent liability for premium on United
States funds.

CAPITAL STOCK

During the year 19,963 shares of capital stock, of a total par
value d $1,996,300, were issued; 9,565 shares to employees who
had completed payments on subscriptions under the Employees
Stock Plan and 10,398 shares to finance the purchase o securities
d other telephonecompaniesin Canada.



INCREASE IN SHAREHOLDERS

As evidence d the investment character d the Company's
capital stock, during the past year the number d shareholders
increased by 2,063,again d 11 per cent. On December 31,1931,
there were 20,664 shareholders o record of whom 55.3 per cent.
were women; 19,354 shareholders or 93.7 per cent. d the total
reside in Canada and hold 654 per cent. of the stock. The
American Telephone and Telegraph Company hold 24.5 per cent.
and the remainder amounting to10.1 per cent. isheld by other
corporations, estates, and individuals in other countries.

PLANT

Gross additions to the Company's plant in 1931 amounted to
$19,043,000, d which the principal items were:

Land and Buildings. .................. $1,014,000
Central Office Equipment. ............. 6,663,000
Subscribers Station Equipment.. ... .. .. 5,541,000
Exchangelines....................... 4,022,000
Toll Lines.... ..., 1,616,000

Existing plant, the origina cost & which was $9,563,000, was
retired from serviceduring the year.

There are many necessary additions to plant and property
still under way, and the programme d conversion from manual
to dia operation is being continued, though somewhat re-
tarded.

BuiLpiNGs

The building on Belmont Street in Montreal, to house long
distance switchboards and associated equipment, was compl eted
during the year. Other building activities were d a minor
nature, being confined mainly to re-arrangements o existing
premises.



EQUIPMENT

The gradual conversion from manual to dial service was con-
tinued in Montreal and Toronto. In the five citiesin which dial
equipment has been installed, there were, at the end o the year,
315,588 dial operated telephones, representing 67 per cent. of the
total instrumentsin servicein these cities and about 41 per cent.
o the total company stations.

Among the more important dial exchanges completed during
the year were ‘‘PLateau,” ‘‘DExter,” and "‘DOllard” in Mont-
real and "*WAverley,"” ““MAyfair,” and MElrose” in Toronto.

Extensions o the dia system involved the retirement from
serviced the Montreal “‘UPtown” and ‘‘PLatean’™ and Toronto
""WAVverley"” manual offices.

Extensions to manual equipment at 15 exchanges were com-
pleted during the year.

A new long distance switchboard of the most recent type was
cut intoservicein Toronto.

ToLL PranT

A toll cable was completed between Toronto and London
during the year and work was commenced on the Canadian
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portion d a new cable between Montreal and Elizabethtown.
N.Y. This cable will supplement existing open wire circuits
between Montreal and New Y ork.

Extensive reconstruction work was carried out on the open
wire lines between Sudbury and Sault Ste. Marie, London and
Sarnia, and Prescott and Kingston.

The open wire line between Montreal and Sherbrooke, begun
in 1930, was compl eted.

Eighteen thousand three hundred miles d additiona toll
circuits were placed in service in 1931. O these 10,600 miles
were obtained by meansof carrier channels and the remainder by
cable and open wire circuits.

The continued increasein traffic with the Maritime Provinces
required the establishment o additional direct circuits between
Montreal and Halifax and Montreal and Sai nt John.

Three additional circuits were also established between this
Company's territory and Winnipeg, two from Toronto and one
from Montreal. All d these additional circuitsform part o the
Trans-Canada Telephone System, which now provides long
distance facilities from coast to coast whollv within the Domi-
nion. The System wasform-
ally opened by His Excellency

AVERAGE TIME

REQUIRED TO COMPLETE the Governor-General on Jan-
A LONG DISTANCE CALL uary 25th, 1932.

NUMBER DF MINUTES

SERVICE

The quality o the tele-
phone service furnished sub-
scribers during 1931 showed
further improvement over
former years. The percentage
of local calls completed re-
tained the high level & 1930
at 81.7 per cent. The percent-
age completion on long dis-
ance calls increased to 93.4
per cent.




The operating method whereby long distance calls are hand-
led whilethe subscriber remains at the telephone was continued
and improved, 89.9 per cent. o all calls being handled on this
basis. Thishasfurther reduced the timerequired for completing
long distance calls, resulting in greater efficiency and increased
traffic-carrying capacity d the toll plant.

MAINTENANCE

The condition d the Company's plant was maintained at a
high standard, comparing favourably with previous years.

The number o troubles reported by subscribers continued at
the low level established in 1930. When troubles did occur they
were cleared promptly, 93. 3 per cent. on thesame day asreported,
84.4 per cent. d troubles on business telephones being cleared
within two hours.

SALES ACTIVITIES

The general economic condition was reflected in an increased
number o requests for disconnection accompanied by a falling
of in applications for installation o services. Organized sales
effort resulted in keeping the lossesto aminimum.

In addition to their regular duties, employees generally took
active part in securing new business. Their energy and resource
did much to supplement the work o the sales forces. This
participation d all employeesin selling work produced splendid
results, serving to offset unavoidable losses and averting greater
shrinkage in revenues. The average sales per employee in 1931
wered. 77 as compared with 1.65 in 1930.

FIrsT AID AND ACCIDENT PREVENTION

L ost-time accidents to male plant employees decreased from
7.5 per 1, 000 employeesto 59

Over 80 per cent. d the plant employees are now qualified
"First Aiders' In the competition for the Wallace Neshitt
Trophy, representing the championship d Canada in Industrial
First Aid the Montreal DivisionConstruction team repeated their
victory o the previousyear, being placed first, whilethe Toronto
Divison Team No. 3 was second.



EMPLOYEES' BENEFIT PLAN

During the year 1931, benefits and pensions were paid in
567 cases under the Plan for Employees Pensions, Disability
Benefits and Death Benefits, amounting to $334,023, divided as

follows:
No.do Cares Amount

PENSIONS. . vttt 169 $101,168
Accident Benefits (including expenses). . . . . 223 10,446
SicknessBenefits... ... oo 2,156 191,758
Death Benefits.. . ........coivviniinin... 19 30,651

EmMrLOYEES' SToCK PLAN

Cf 12,832 employees dligible to subscribe for stock in the
Company, 10,200 are now subscribing for 43,878 shares.

LirE INSURANCE

Under the Employees' Life Insurance Plan adopted in 1927,
whereby premiums are taken care d by deductions from pay,
2,761 employeesare participating to the extent d $7,437,900 o
insurance now in effect.

CHANGE IN BOARD

Your Directors announce with regret the resignation in
January, 1932. o Mr. John W. Ross from the Board, upon
which he hasserved since 1923, and where his broad experience
and sound judgment have been o great value. Recent legis-
lation has made the partner or businessassociate d an auditor
d a company ingligible for election as director o the same
company.

Mr. P. F. Sise was appointed at the meeting held on
January 27th to fill the vacancy created by the retirement o
Mr. Ross.



STAFF

Theduties o employees have been arranged so asto retain as
many as possible, by spreading the available work. This policy
has o necessity required someshort time in several departments.

Y our Directorsrecord their sincereappreciation of theloyalty
and excellent work d the whole body o employeesin meeting
the problemsd a difficult year.

For the Board o Directors,

C E SISE,
President.

Montreal, February 10, 1932.



THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE BALANCE SHEET, December 31, 1931

ASSETS
FIXED CAPITAL:

Intangible Capital. . .o vovvi i $ 65,770.33
Patents acquited by the Company.

Land and Buildings. .« - -« oo oooee 2 .
Real estate used forgtelephone purposes. 0,389,928.08

Telephone Plant and Equipment.. ................. 167,485,219.79
Central Office and subscribers' Stali 0N equipment, poles, wire,
cable, underground conduit, tight-of-way, ete.

General Equipment. ............ ... ... .00, 3,950,415.96
Cffice furniture and fixtures, storeroom and garage equipment,
motor vehicles and toolsand implements.

$191,891,334.16
INVESTMENT SECURITIES. ... ... ... 14,040,356.55

Investments in stocks and bonds.

WORKING ASSETS:

Cash and Deposits.. .. ...t $ 1,019,252.61
Cash on hand and in banks to meet current needs.

Marketable Securities. ....vvvviiiiiiiiiinnnnns 198,500.00
Dominion Gevernment Bonds.

BillsRecaivable. . ......oiiiiieiiiiiiiiiiiiaan 706,443.27
Collectibleobligationsin the for mof notes.

Accounts Receivable. . .- v 3,101,637.06
Current accounts due the Company fmm Subscribers and
Othersfor telephone and misceflaneous services legs provision
for uncollectible accounts; aso cashadvanced to employeesand
agentsas working funds.

Materias and Slg)plies ........................... 1,960,900.41
Telephonematerialsand supplies, held instorerooms and yards.
available far immediate use.

7,076,733.35

ACCRUED INCOME NOT DUE.. ...vvviirrinnnnns 89,243.24
Unmatured interest, dividends and rents receivable applying
to the peried ended December 31.1931.

DEFERRED DEBIT ITEMS:

Prepayments.. - -« - .ot e $ 341,897.51
S, insurance, cost 0f directories and other expenses which
apply to periods subsequent to December 31.1931.

Unamortized Debt Discount and Expense.. ......... 1,666,693.28
Balance of discount. and expense pertaining to bond. outstand-
I?gtmom?lly reduced by charges to income during the life
[o) e bondd.

Other Deferred Debits.. ... ... oo iv e i nn 151,345.20
Miscellaneousz debit items, the disposition Of which had
not been determined at the end 0f the year.

2,159,935.99

TOTAL ASSETS.. teeieirinre i iieiiiiasieiiaannenerans $215,257,603.29

Approved for Board d Directors:

W. F. ANGUS, Director.
GEORGE CaversILL, Director.
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THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE BALANCE SHEET. December 31. 1931

LIABILITIES
CAPITAL STOCK:
Common Stock (Authorized Capital—$150,000,000.00)... $76,619,300.00
Par value ($100 per share) of common stock outstanding.

LONG TERM DEBT:

20 = U $30,000,000.00
Series "A"—8% First Mortgage Bonds maturing March 1, 1955.

BONds. . ... e 30,000,000.00
Series *“B"—5% First Mortgage Bonds maturing June t, 1957.

BOTis o arer i 5588 e o e e simsis S s s s 7,500,899.5%9

Serieg “C"— gf First Mortgage Bends maturing May 1, 1960.
(Series ““A,"” “B" and “C"’ Bonds and interest thereon are payable
in gold coin of the Dominion of Canada or of the United States of
America, at the option of the holdert.)

e 3,880,541.24
Not es sold to Trustee of Pension Fund. —_—————  71,380,541,24
LOANS..... T e 9,075,000.00
fLL?I’?nSS obtained in New Yotk which will berepaid in United Stales
WORKING LIABILITIES:
BillsPayable.. .. ..ot e e 3 89,562.77
Mi neous short term obligations.
AccountsPayable.. ..... ... it 2,075,144.44

Amounts owing for pay rolls, materials and sundry miscellaneous

items which are in process of payment. .
Subscribers’ Depositsand ServiceBilledin Advance. . . . .. 1,097,625.12
Depozits held as security for the payment of bills and amounts
bilted for service to be rendered in subsequent months. —— 3,262,332.33
ACCRUED LIABILITIES NOT DUE ... ... .. ... 2,751,865.00

Liabilities such as taxes, interest, dividends ete., which apply tothe
period ended December 31, 1931, but not due until after that date.
DEFERRED CREDIT ITEMS:

Employees' Stock Plan—Instalment Payments. ........ $ 2,226,846.80
Instaiments paid by employees whoare subscribing for capital stock
together with accrued interest.

Other Deferred Credits. ... ... e e 9,407.49
Miscellaneous credit items the final disposition of which had
not heen determined at theend of the year. —_— 2,236,254.29
FIXED CAPITAL RESERVES:;
Reservefor Accrued Depreciation.. ... .......vuuuuen.. $37,936,895.31

Provision made for the ultimate retirement of telephone property
when it ha: served jts useful life. i .
Reservefor Amortization d Intangible Capital.. ........ 90,866.26
Provision for the cost of patents included under Assets 8SIntangible
Capital, when the patent rightsexpire—also for the ultimate retire-
ment o right-of-way included under Assets in Telephone Plant and
Equipment. — F  38,027,761.57

PREMIUMSON CAPITALSTOCK................... 6,136,024.74
Amount received in excess of the par value ($100) of Capltal
Stock issued.

SURPLUS:
Corporate Surplus Appropriated. .................c.v0. $  200,000.00
Appropriation of Surplus in respect Of the possible payment o
premiums on loans which will be repaid in United Stalesfunds.
Corporate Surplus Unappropriated. ... .... e 5,568,524.12
Surplus accumulated durln%he history of the Compansy whieh is
invested in the business. Tecrease during the Year $522,283.09,
comprising:
Deficit for year (aftar dividends). ... ..o vvvvnn.. $297,856.25
Surplus Appropriated...... ... 0. ... 0 ieeiiiiea., 200,060,00
Migcellaneous Deductions (net)................... 24,426.84
5,768,524.12
TOTAL LIABILITIES.. -« t i it ii i i iisseinsrranaanes $215,257,603.29

E. PaLm, Vice-president & Comptroller.
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THE BELL TELEPHONE COMPANY OF CANADA

DESCRIPTIVE INCOME STATEMENT
Year Ended December 31. 1931

TelephoneOperating Revenues. .. ... .............. ... $§ 40,926,162.44
Revenues from local and toll service, telephone directory adver-
tising and miscellaneous ielephone operations.

Teleohone Operating Expenses:

Operation EXPeNnseS.. . .o oo ve v e e $13,426,377.57
Cost 0f operating the telephone property, including operators’
wages and expense d handling messages, billing and collecting
subscribers’ accounts, directories, sickness, accident and death
benefits, pensions, ete,
Current Maintenance ... .. e R ... 1,266,892.33
Cost of inspection, repairs and rearrangements requ red to krrp
the telephone plant and equipment in good operating condition.
DIEPTCCIAEION . ccovnrs s s smmemssysmmmmssrntss 5, e SoeamsRaET i 9,148 978.00
Provision to meet loss of investment when telephone property is
retired from service, based on rates of depreciation for the differ-
ent g:lasggs of property which spread this loss uniformly over its
service life.

29,842.247.90

NET TELEPHONE OPERATING REVENUE.. $ 11,083,914.54

Uncollectible Operating Revenues... ............... $  263529.12
Revenues which have proved to be uncollectible,

Taxes Assignableto Operations.. . ........ ........ 1,991,800.00
Dominion. Provincial and Municipal taxes applicable t0 the
eurrent year,

2,255,329.12

OPERATING INCOME. ...........ooiivtt $ 8.828,5585.42
NET NON-OPERATING INCOME. . ... .. 1,535,014.52

Dividends and interest received from investtnents, interest on
bank balances, rent revenuss and other miscellanecus non-oper-
ating revenues, less expensea incident thereto.

GROSSINCOME. .1 vv i iiiiiiiiiiiiiiisi e $ 10,363,599.94

Kent and Miscellanevus Deductions. . .. ... ... ... .. $  419,843.9i
Rent paid for the use d buildings, offices, poles and conduits not
owned by the Conpany and appropriations for amortizing the
cost of right-of-way.

Bond INterest.. ....ovveeimiiie et 3,375,000.00
Interest applicable to the current year on outstanding bonds

Other INterest. . .. vvvve e e 707,217.09
| nterest applicable to the current year on other obligationsof the
Company.

Debt Discountand Expense..................... e 69,557.44
The proportion of debt discount end expense connected with out-
standing bond issues applicable {0 the cutrent year.

4,571,615.44

BALANCENET INCOME.. .. oo, § 5,791,981.50

Dividends.....ovvviiiiiiiiiins P 6,089,837.75
Dividends paid te ownerg o outstanding common stock.

DEFICIT CHARGED TO CORPORATE SURPLUS $  297,856.25

E. PALM, Vice-president & Comptrolier,

14



To THE SHAREHOLDERS:

THE BELL TELEPHONE COMPANY OF CANADA

I have examined the books and recordsd The Bell Telephone Com-
pany d Canadafor theyear ended December 31,1931,and have obtained
all the information and explanations required by me

In my opinion the foregoing Balance Sheet and Income Statement are
properly drawn up so astoexhibit a true and correct view o thefinancia
affairs of the Company according to the information and explanations
received by meand asshown by the booksd the Company.

(Signed) JAS. G. ROSS,
Chartered Accountant,
Auditor.
MONTREAL, February 8, 1932,
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STATISTICS

December

31. 1931

Number of Company Stations. .................. 774.733
Number of Connecting and MiscellaneousStations. 152.727
Total Number of Stations. ....vvvvvvvevennnnnnns 927.460
Number o Central Offices. . . ...t 410
Number d Owned Buildings. .....oovuueeniinnn. 110
Milesdf PoleLines...........coiviviviviniinn . 25.250
Milesd Aeriadl Wire, .........c. i 1.008.634
Milesd Underground and Submarine Wire. . ... .. 2233114
Milesd Subway (Length d Street Occupied). ... . - 897
Milesd DUCE. . . ...t 4550
Number & MaleEmployees .................... 5.256
Number o Female Employees.. .. ............... 7.880
Total Number o Employees. .. ................. 13.136
Total Pay Roll for Year 1931.................... $18.990.974
Average Daily Connections 1931 —Exchange. . . . .. 5.250.316
Average Daily Connections 1931—Long Distance. . 65.624
Number d Shareholders. ....................... 20.664
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