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FIFTY-FIFTH ANNUAL REPORT
OF THE DIRECTORS

FOR THE YEAR ENDED 31st DECEMBER
1934

To the Shareholders:

Your Directors respectfully submit the following report o
the Company's operations for the year 1934 and of its financia
position at theend d theyear.

The financia statements here presented have been compiled
in conformity with the new Dominion Companies Act which
has required minor modifications o the form in which these re-
ports had been presented in previous years.

There were 176,345 telephones connected during the year,
and 173,045 disconnected, making a net gain o 3,300.

While this increase of stations in service is small compared
with the record of theyears prior to 1931, it issignificant because
o its improvement over 1933, when there was a net loss o
41,829 telephones.

There were 674,439 telephonesin service at the end of 1934,
d which-241,386 were business and 433,053 residence services.
O thetotal in service 69,931 were extension telephones.

Other telephone systems in Ontario and Quebec with which
we interchange service now number 856, serving 136,156 tele-
phones, a decrease o 1,014 during the year.

For the greater part d 1934 long distance usage was substan-
tially higher than for the previous year, reaching its peak in the
month of May. Thelatter part of the year was not so favorable,
but long distance revenue showed a gain d $731,410 over 1933.
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REVENUES

Local servicerevenuewas$27,035,520, an increasedf lessthan
haf o one per cent over the year 1933,

Long Distance revenue was $8, 131, 781,an increase o 10 per
cent over 1933,

Miscellaneous revenues and revenue from outside invest-
ments were $1, 296, 623, a decrease of 3 per cent from 1933.

From all sources the gross revenue o the year 1934 was
$36, 463, 924.an increased 2 per cent over thetotal of 1933.

EXPENSES

Improvement in the volume o businessand in the revenues
of the Company warranted the elimination o the discount from
the wages d officers and employees. The effect d this was to
increase telephone operating expenses by a substantial amount.
I't is still necessary for al officers and employeesto remain on
part time, with a proportionate reduction in pay.

Another important increase in expenses was in the item of
taxes, which increased by over 9 per cent.

There was a substantial reduction in interest expense, due
chiefly to the reduction in bank loans.



The net income available for dividends was $4, 802, 353, or
$6.22 per share d average outstanding capital stock.

Dividends were continued during the year at the reduced
rate o $6.00 per share, total dividends to shareholders being
$4, 635, 529. After dividends there was a balance remaining of
$166, 824,which has been carried to earned surplus.

FINANCING

No permanent financing, other than the sale d stock to
employees on the instalment plan, was undertaken in 1934,
3,331 shares d capital stock, of a total par value d $333. 100,
were issued to employees who had completed payments on
subscriptions under the Employees Stock Plan.

Loans from Bank and others were reduced during the year
from $6, 885, 000to $1, 200, 000. This was made possible through
the sale of investment securities, instalment payments received
from employees on subscriptions under the Employees Stock
Plan, and the use o reserve and surplus funds.

Of the $7, 000, 000Series C First Mortgage 5 per cent bonds
reported in the 1933 Annual Report as having been hypothecated
to the Company's bankers as collateral security for loans,
$5, 000, 000have been returned, and are now in the Company's
treasury.

DISTRIBUTION OF STOCK

As of December 31, 1934, there were 20, 144 shareholders, a
decrease d 387 during the year. Those livingin Canada number
18, 830, or 93.5 per cent, and hold 66.5 per cent d the outstand-
ing stock.

The percentage d shareholders residing in the United
Kingdom and other parts d the British Empire is 18, holding
52 per cent o stock, while 4.7 per cent of shareholders live in
the United States and other foreign countries, and hold 28. 3 per
cent d stock. Thelatter figureincludesthe American Telephone
and Telegraph Company's holding o 24.2 per rent.

The average holding per shareholder (excluding American
Telephoneand Telegraph Company) is29 shares.

Some 700 corporations and institutions hold 18 per cent o
the stock; included in this group are life and fire insurance
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companies, investment trusts and industrial corporations,
schoolsand colleges, churches and religious organizations, as well
as hospitals and other philanthropic bodies.

Employeesto the number o 3,523 hold 28, 715shares, repre-
senting 37 per cent d thetotal outstanding.

PLANT

Gross additions to the Company's plant in 1934 amounted
to $9, 529, 000 which the principal items were:

Land and Buildings. . . .............. $ 228,000
Central Office Equipment............ 1, 539, 000
Subscribers' Station Equipment. .. . ... 4, 977, 000
Outside Plant. . . . ... R 2, 545, 000

Theoriginal cost o plant retired from serviceduring the year
was $9, 505, 000.

The gross.construction for 1934 was kept at arelatively low
level, being only about $650, 000 greater than for 1933. Ex-
penditures were limited to meeting the demand for serviceand to
the replacement or modernization o plant where this wasfound
to benecessary or economical.

The amount d plant retired from service during the year was
about $400, 000lessthan in the previousyear. Thisdecreasewas
due largely to the fact that fewer manual offices were displaced
than in 1933

BuiLDINGS

Two new central office buildings were completed—at Sorel
and Valleyfied. The building at Sorel is designed to house dial
central office equipment while the Valeyfield building will
accommodate new manua equipment. In Toronto, the Hyland
dial central office building was aso extended to provide space
for additional apparatus.

EQuiPMENT

Further progresswas made in connection with the dial con-
version programme. Three new dia offices, Calumet, Walnut,
and Waellington, were placed in service in Montreal during the
year. Calumet and Wellington replace two manual officesd the
same names. New dia ingtallations were begun in Toronto.
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Thefour small central officesat Napiervilleand Lacollein Quebec
and at Norwood and Burford in Ontario were converted to dial
operation. In these small offices the equipment is normally
unattended, repairs and adjustments being made as the necessity
arises by a repairman from a nearby office.

Due to the relatively smal gain in subscribers, the did
conversion programme has been kept on a restricted basis con-
sistent with the indicated economies and service improvement
possible with this type o equipment. At the end of the year
there were 366,055 dial operated telephones representing 88.6
per cent d the total telephonesin those places where dia ser-
vice has been inaugurated, and 54.3 per cent d the total com-
pany telephones.

ToLL PLANT

Work on long distance lines was largely on account of the
necessary reconstruction d deteriorated pole lines, the elimina
tion d hazardous conditions and the repair o damage caused
by storms. Expenditures for additional facilities were kept at a
minimum.

Erection d long distance cable replacing open wire was
proceeded with at a moderate rate. A cable 11 miles long, run-
ning north from Toronto, was completed last year and work was
started on a 25-mile branch cable extending between the main
Hamilton-Buffalo toll cable at Beamsville, and Niagara Falls.

Trans-Canapa TELEPHONE SYSTEM
The grade o service rendered in handling the long haul
trafficover this system continued to be highly satisfactory. The
volume d traffic showed a marked increase over the previous
year, which may be considered an indication of improving busi-
ness conditions generally.

TRANSATLANTIC TELEPHONE SERVICE
The continued growth in transatlantic traffic is evidence d
the need for this type o service. The volume d traffic was
substantially higher and a better grade d service was rendered
than in the previousyear. The service was cxtcnded to a hum-
ber d additional African and Asiatic points during the year.



SERVICE

Notwithstanding the necessary economies d the recent
difficult’years, service has continued at a high standard. During
1934 this standard has been maintained as is shown by the fact
that 83.3 per cent of the local calls and 93.8 per cent o the long
distance calls were completed. The average speed of service—
the time required to establish long distance connections—was
78 seconds, which is the same as for 1933.

A further indication of the quality d long distance service is
the proportion of calls handled with the subscriber remaining at
the telephone. Last,year the figure was 93.3 per cent as com-
pared with 92.4 per cent for 1933.

MAINTENANCE

Your Company's plant and equipment continue to be well
maintained. Results for 1934 compare favorably with previous
years; the number o troubles reported by subscribers continued
at a.low level and were promptly cleared as reported.

Telephone installations are now taken care d mainly on an
appointment basis. In 1934, over 96 per cent of appointment
install ations were made at the time specified by the subscribers.

StorM DAMAGE

Storm damage is a serious cause of service interruption d
wire communication. Your Company's experience last year was
more favorable than in many previous years. While in 1933,
storm damage amounted to about $500,000, the outlay in 1934
was approximately $150,000, divided about evenly between the
Eastern and Western sectionsd the Company's territory. The
extension o Long Distance ,cables has done much to reduce
storm interruption.

EmMPLOYEES BENEFIT PLAN
During the year 1934, benefits and pensions were paid in
1,911 cases under the Plan for Employees Pensions, Disability
Benefits and Death Benefits, amounting to $412,521, divided as

follows: No.d Cases Amount

PENSIONS. . ..ot 343 $217,397
Accident' Benefits (including expenses). . . 131 9,030
Sickness Benefits. .. ........... ... .. ... 1,389 148,894

Death Benefits. . . .................... 48 37,200



EmvPLOYEES' Srock Prax

OF 9,475 employees dligible to subscribe for stock in the
Company, 5,383 are now subscribing for 23,072 shares.

LiFE INSURANCE

Under the Employees' Life Insurance Plan adopted in 1927,
whereby premiums are paid through monthly deductions from
pay, 2,464 employeesare carrying $8,144,897 of lifeinsurance—
an average per policy of $3,306.

STAFF

The directorsare again gratified to record their appreciation
o the excellent work of the gtaff in maintaining serviceat a high
standard and in dealingwith the problemsd an unusually difficult
period with commendable resourcefulness and confidence.

For the Board o Directors,

C. F. SISE,
President.

Montreal, February 13th, 1935.



THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE BALANCE SHEET — DECEMBER 31,1934

ASSETS
FIXED CAPITAL:

Land.and Buildings.. - -««vvoavnaiiiiiiiii L, $ 20,813,353.92
Cost of real estate owned by the Company.

Telephone Plant and Equipment.... ... ......,,
C%Fs)l of central office and gubs[ari bers’ station equipment, poles, 166,605,594.48
wire, cable, underground cotdu.t, right-of-way, etc.

General EQUIpMENt. <« v o veeiiiiii i i 3,921,158.94

Cost of office furniture and fixtures. Storeroom and garage
equipment, motor vehicles and toolsand implements.

INVESTMENT SECURITIES:
Subsidiary Companies.. - -««.vvevneaa.. eereaee. $ 12,974,697.89
Other Investment Securities.. ...........oooiviiann 505,428.12

Investment in stocks and bonds at cost.

CURRENT ASSETS:

. Cash and Special DepOSItS.. «--tvevriuririnnnean,. $ 370,136.29
Cash available for current needs and funds on special deposit.

Material and Supplies. ....... sy 1,597,267.20
Material and supplies held at cost in storerooms ang(yaréls less e
areserve of $65,936.68, A physical inventory was taken during
September. 1934.

Notes Receivable from Subsidiary Companies. . . .. .. 155,200.00
Notes due on demand or within one year from date of issye,

Accounts Receivable and Other Current Assets:

Subsidiary Companies. ............ $ 2264184
Customers and Others and OQther
Current Assets. .. .coovvvannnns. 2,903,083.48

Current accounts due the Company for service
(less provision for uncollectible accounts), in-
terest, dividends, rents and sundry misceila-
neous items; alse cash held by employees and
agents aswor ki ng funda. - 2,925,725.32

DEFERRED DEBITS:
Prepayments.. «oeeeeeein i s $§ 510,911.69

Rents, tares, insurance, coat of directories and other expenses
?;gga.:d and applicable to period subsequent to December 31.

Discount on Funded Debt. . ...................... 1,458,022.52
Bal ance d unamortized discount and expense pertaining tO T
bonds out st andi ng.

Other Deferred Debits. ... ot eiiiieiinn 381,931.85

Miecellaneous items. thefinal disposition of which had not been
determined at December 31.1134.

TOTAL ASSET S, cv ettt ittt et s eesinannanaestannnnn.

Approved for Board o Directors:

W. F. ANGUS, Director.
GEORGE CAVERHILL. Director.
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5,048,328.81

2,350,896.06
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THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE BALANCE SHEET —DECEMBER 31.1934

LIABILITIES
CAPITAL STOCK:

Common Stock—Authorized 1,500,000 shares, par
value $150,000,000.00—Outstanding fully paid
774, 151shares.. vovvviiiniiiiiii i

LONG TERM DEBT:

Bonds—5%, First Mortgage:

Series A—Maturing March 1, 1955...............
Series B—Maturing June 1, 1957. . ... ... ......
Series C—Maturing May 1 1960 $ 14,500,000.00
Lessissued but not sold, d

as collateral against Ban Loan

$2,000,000.00. Held in Treasury

$5.000,000.00 .................. 7,000,000.00

NOLES. ...t i i e

Loans from Bank,
CURRENT LIABILITIES:
Notes Payable to Subsi dlary Companies. ...........
Not es payable on demand.
Advance Billing and Payments and Customers De-
POSIES, . . ittt e e

Advance hillingand payment.s for telephone service and deposits
as security for aB yment of

Accounts leand Other Current Liabilities:
Subsidiary Companies.. ......... $  396,683.98
Other Accounts Payableand Other

Current Liabilities. ........... 874,736.70

Amountsewing for supplies, pay rolls and
sundry miscellanecus items which are in
proceda of seitlement.

A(TZ_CRUED LIABILITIES NOT DUE:

Doni ni.oq, Provingial and Municipal taxes applicable to period
ended December 31. 1934. but not due until after that date.
(014 1=
Interest, dividends and rents applicable to period ended
December 31. 1934. hut not due until after that date.
DEFERRED CREDITS:

Employees’ Stock Plan—Instalment Payments.. .
Instaiments pald by employees Who are subscribing for mpltal
stack, tg?ether with mterest. thereon.

Other Deferred Credits.. .. .............cccovvun..
Miscellaneous items, thefinal diapomhon of which had not been
determined at December 31, 1934.

DEPRECIATION RESERVE. .. .0vtvviiieennans
Prowsonfor the u|t| mate retirement of depreciable plant when

s served its useful
PREM I UM SON CAPI TAL STOCK..........c.vus

Amount teceived in excess d par value.

U NA PPROPRIATED SURPLUS:

ital Surplus:
alance at Januar ea/ 1,1934.. . $ 2,023,074. 95
Miscellaneous Deductions (net) 952,97

Balance at December 31, 1934....... ) e

7,500,000.00

5,405,157.73

§ 106,787.06

939,178.81

1,271,420.68

$  748,012.22

1,969,659.88

. $ 92097161

330,998.11

$ 2,022,121.98

$ 77,415,100.00

2,317,386.55

2,7117,672.10

1,251,969.72
44,243 804.34

6,255,394.74

Earned Surplus:
Balanceat January 1, 1934.. . ... $ 1,722,836.62
Surplusfor year after d|V|dends) 166,823.87
MiscellaneousAdditions (net). . 1,190.57
Balanceat December 31, 1934.. ....cooeniiiinnnn 1,890,851.06
_ 3,912,973.04
TOTAL LIABILITIES.. it ivi i erieiinnraecnaans e $212,219,458.22

n

F. JOHNSON, Comptroller.



THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE INCOME STATEMENT
Y ear Ended Decenber 31, 1934
TELEPHOXE OPERATING REVENCES. . . . $ 36,183,507.68

Revenues from focal and toll scrvice, telephone directory adver-
tising and miscellaneous telephone operations,

Less _ )

Uncollectihle Operating Revenues.................. 178,241.69
Reventies which have proved to be uncollectible.

TOTAL OPERATING REVENUES........... s 36,005,265.99

TELEPHONE OPERATING EXPENSES:

Operation Expenses. ..........ooouiiinininenan... $ 10,085,893.16
Cost of operating the telephone property, including operators’
wages and expense of handling messages, billing and collecting
subgcribers’ accounts, directories, sickness, accident and death
benefits, pensions, rents, etc. (Fees paid to Directors and mem-
bers of the Executive Comnmittee $27,572,50 of which $4,860.00
was paid and accounted for by Subsidiary Companies.)
Current Maintenance...............ccovvninvnnn.. 7,226,379.73
Cost of inspection, repairs and rearrangements required to keep
the telephone plant and equipment in good operating condition.
Depfeciatibhlve s marsrromeams © 00 7,741,663.71
Provigion to meet loss of investment when depreciable property
is retired from service, based on rates of depreciation for the
different classes of property which spread this loss of investment
uniformly over its service life.
Amortizationof Patents. . ........................ 5,481.78

Final provision for the amortization of the cost of patents.
TOTAL OPERATING EXPENSES. .......... 25,059,418.38

NET OPERATING REVENUES. . ................. § 10,945,847.61
Operating Taxes:
INWME TaXES.. « vt eeee e i i $  706,800.00
Other TAXES.. - - ettt ee et e iee s eeceaannnnns 1,656,900.00

Dominion, Provincial and Municipal tax licable tothe
current year. pal taxes 3P B 2,363,700.00

NET OPERATING INCOME..........cc..vn.... $ 8,582,147.61
Net Non-Operating Income:
Income from Investment Securities............... $  226,736.58

Dividends and interest received from securities owned by the
Cotepany.

Other Non-Operating Income (Set). ......... 53,61998
Interest On bank balances and cther miscellanaous (ncome
less 2xpenses incident thereto fncluding Dominion Income

Tax of $9,100.00 on non-operating income. _ 280,416.56
INCOME AVAILABLE FOR FIXED CHARGES.. .. $ 8,862,564.17
Fixed Charges:
Bond INterest.. ...vvvniiiiviiiins e $ 3,375,000.00
Intcrest charges on outstanding boads,
Other Interest.. ... i 610,440.49
Interest charges on other debt obligations,
Amortization of Discount on Funded Debt...... .. 69,556.92

Proportion Of debt discount and expzus: applicable to the
year in eonnection with outstanding band issues,

Other Charges.. ....ovvvv v iieeiicen e 5,214.14
_ 4,060,211.55
BALANCE AVAILABLE FOR DIVIDENDS........ $ 480235262
Dividends.. ............ S 4,635,528.75
Dividends to owners of outstanding common gtock.
BALANCE FOR EARNED SURPLUS.. ............ $ 166,823.87

F. JOHNSON, Comptroller.



MONTREAL, QUE.,
February 6, 1935

AUDITOR'S CERTIFICATE

THE BELL TELEPHONE COMPANY OF CANADA,
MONTREAL.

| have made an examination d the books and records of The
Bell Telephone Company d Canada for the year ended Decem-
ber 31, 1934, and have obtained al the information and explan-
ations required by me.

The profitsand lossesd Subsidiary Companieshave not been
included in the accounts of The Bel Telephone Company o
Canada other than dividends received from Subsidiary Com-
panies. The amount d the combined surplus accounts d
Subsidiary Companies, at December 31, 1934, was sufficient to
cover the aggregate o losses less profits (net after dividends) o
al Subsidiary Companies for the year ended that date.

In my opinion the attached BalanceSheet and Income State-
ment are properly drawn up so as to exhibit a true and correct
view of the financia position of the Company at December 31,
1934, according to the information and explanations received by
me and as shown by the books of the Company.

(Signed) JAS. G. ROSS,
Chartered Accountant,
Auditor.
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STATI STI CS
December 3L 1934

NUMBER OF TELEPHONES:
Company Owned—Manud Service.. ............
“ —Did Service.................

Connectingand Miscellaneous .. ...............
Total Telephones. . ....-cvvvvi it

NUMBER OF CENTRAL OFFICES............

MILES OF WIRE:
In UndergroundCable.............. ... e
InAerid Cable....................... ... ...

MILES OF SUBWAY (Length o Street Occupied)
MILESOF DUCT.......coviii i

1 o

TOTAL PAY ROLL FOR YEAR 1934..........
NUMBER OF SHAREHOLDERS:

14

--------- 308.384
......... 366.055

......... 2.348.579
..... S 796.415
......... 225561

674.439
136.156
810,595

403
112
23.914

3.370.555
965

4.714

4.862.100
49.100

9.575
$13.570.565

20.144



GROWTH IN NUMBER OF TELEPHONES
OWNED BY COMPANY

800000

AN

500000

AN ) R RO
CNRENNERRRERR RN RA N RN RRRRRNNNNNRNNY, -

15









PrintED IN CANADA



