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Montreal, Quebec
H3C 3G4

1975 Annual Meeting

The Annual General Meeting
of the Shareholders will take
place at 2:00 p.m., Tuesday,
April 8, 1975 in the Ballroom,
Chéateau Laurier Hotel,
Ottawa, Ontario

Listing of Stock

Montreal Stock Exchange
The Toronto Stock Exchange
Vancouver Stock Exchange

Amsterdam Stock Exchange

Transfer Offices for Stock

Company Offices —
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10 King St. East
Toronto

The Royal Trust Company
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Charlottetown; Saint John, N.B.;
Winnipeg; Regina; Calgary;
Vancouver

Morgan Guaranty Trust Company
of New York, New York

Registrar for Stock

Montreal Trust Company
Montreal; Toronto;
St. John's, Nfld.; Halifax;
Charlottetown; Saint John, N.B.;
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Vancouver

Morgan Guaranty Trust Company
of New York, New York

Trustee for Bonds
The Royal Trust Company
Montreal

Transfer Offices for Bonds

The Royal Trust Company
Montreal; Toronto;
St. John's, Nfld.; Halifax;
Charlottetown; Saint John, N.B.:
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Vancouver

An Annual Statistical Report, intended
for those desiring further data on our
operations, is in preparation and will
be available to shareholders upon a
written request to:

The Treasurer

Bell Canada

1050 Beaver Hall Hill

Montreal, Quebec

H3C 3G4

The cover illustrates the three main elements of
the Bell Canada telecommunication enterprise
— research and development, manufacturing,
and services for residential and business
customers. By integrating its technological,
operational, and manufacturing skills, Bell
Canada has become a market leader in tele-
communications. The close relationship
between Bell Canada, Northern Electric and
Bell-Northern Research has been a major factor
in providing telecommunication services
second to none in the world.



Bell Canada
Ninety-fifth Annual Report
Year ended December 31, 1974

Sur demande, le secrétaire vous
fera volontiers parvenir un exem-

plaire francais du rapport annuel.

Bell Canada
Consolidated

Financial Highlights

1974 1973 % increase

Revenues (thousands of dollars)
operating revenues ... $1,693,380 $1,487.808 13.8
sales revenues .......... —— 972,226 613,772 h8.4
o - | R e 2,665,606 2,101,580 26.8
Net income (thousands of dollars) ...... 224,436 205,371 9.3
per common share ... 5.67 5.18 75

assuming full conversion of
convertible preferred shares ...... 5.34 499 7.0
Dividends per common share ............. 3.12 2.85 95
Equity per common share ... 50.10 47.79 48

(at December 31)




Robert C. Scrivener, Chairman of the Board A. Jean de Grandpré, President




As we start upon the final quarter of the 20th century, Canadians are
privileged among the peoples of the world. It is an age when social
and economic uncertainties are common to all nations. But Canada is
more tranquil than most and retains unusual depth of human and
material resources.

None can tell precisely what the remainder of the century will
bring. It is not likely to be a placid time. There will be problems,
perhaps some that we have not yet seen. But who would say that any
will be beyond solution by men and women of goodwill and ingenuity?

This land is strong, in its people, in its institutions, in its will to
meet the challenges of the age. Despite adversities, the Canadian
economy is strong, with a recent record surpassed by few and the
envy of many.

Among Canada’s evident industrial strengths is the business of
telecommunications. In a country so vast, so sparsely populated,
efficient communication is essential to unity and the conduct of
personal and commercial affairs. The telecommunication industry
has been remarkably adept, over many years, at matching technology
with the needs of Canadians.

Alexander Graham Bell invented the telephone in Brantford,
Ontario in 1874. Guglielmo Marconi sent the first international wire-
less message between Britain and Newfoundland. Canada was the first
nation to be served by a geo-stationary domestic telecommunication
satellite and, in the past year, the first to employ a coast-to-coast all-
digital data network for computer communications.

Your Company, Bell Canada, has been a major contributor to this
tradition of service and excellence. Its telephone network is second
to no other in quality. Its data transmission and business systems are
as advanced and reliable as any in the world. Its supply and innovation
capabilities — through Northern Electric and Bell-Northern Research —
are universally admired.

These achievements of the industry and of your Company are
simply prologue to the great promise of the future. Canada will grow
and Canadians will prosper in this quarter century, perhaps as never
before. With Bell Canada often leading, never trailing, telecommuni-
cations will grow apace.
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Report of the Directors

Through 1974, your Company had to
deal with an inflationary economic
climate as did other business enter-
prises in Canada. Employees received
increases in compensation to help them
meet the serious effects of inflation.
Material prices continued to rise. The
cost of acquiring funds to expand and
improve telecommunication services
was at a record high. Yet, despite all
this and a retroactive 10 per cent surtax
on non-manufacturing profits, Bell
Canada’s consolidated earnings
increased.

Helped by a growing revenue base,
increased diversity of activity and
the efficiencies stemming from new
technology, the employees of your
Company continued to extend their
productivity to improve operating
results. Much of the progress achieved
in 1974 was the direct result of the
outstanding efforts and dedicated per-
formance of the Bell Canada family
of employees.

Bell Canada — Consolidated
Consolidated results for 1974 reflect
better performance in virtually every
area of Company activity. Consolidated
earnings per common share were
$5.57, compared to $5.04 for 1973.

In 1973, in addition to these reported
earnings, there was an earnings gain
of 14 cents per share due to an
extraordinary income item realized in
the fourth quarter of 1973, whereas

in 1974 the 10 per cent Federal surtax
had the effect of reducing reported
earnings by approximately 24 cents
per share.

The increase in consolidated earn-
ings per share was derived largely
from the improved performance of
Northern Electric Company, Limited.
Earnings of your Company and its tele-
phone operating subsidiaries were less
than expected principally because of
the 10 per cent surtax on non-manufac-
turing profits introduced by the Federal
Government in its budget of November
18, retroactive to May 1, 1974.

If all convertible preferred shares
had been converted to common stock,
earnings per share, before extraor-
dinary item, would have been $5.34 in
1974, compared to $4.86 in 1973.

Dividends declared on Bell Canada
common shares, at an annual rate, were
$3.12 in 1974, compared to $2.85 the
previous year. The dividend increase

helped offset the effects of inflation and
the decline in the purchasing power
of the dollar for our shareholders.
Shareholders’ equity at December
31, 1974 was $50.10 per share com-
pared to $47.79 a year earlier.
Consolidated revenues increased
26.8 per cent to $2,665.6 million in
1974 from $2,101.6 million in 1973.
The improvement reflected increases
in local and long distance service
revenues and record manufacturing
and distributing sales revenues.
Consolidated operating expenses
and cost of sales and expenses were
$2,056.9 million,compared to $1,573.9
million in 1973, a 30.7 per cent in-
crease. The rate at which expenses
increased in 1974 continued to outpace
revenue growth. The current higher
costs to the Company of capital, labour
and materials cannot be offset by nor-
mal revenue growth and outstanding
improvements in productivity alone.
While customer demand for service
continues to increase, so do the costs
of providing these services. Some
repricing will be necessary to more
reasonably reflect the impact of
inflation on these costs.
Despite the expense increase, and
a $32.8 million increase in income
taxes, consolidated net income im-
proved 9.3 per cent from $205.4 mil-
lion in 1973 to $224.4 million in 1974.
The results reported above provide
a brief review, on a consolidated basis,
of the Bell Canada Group of com-
panies. The following sections report
on the major corporate entities within
the group.

Bell Canada

Non-consolidated earnings per common
share, including dividends received
from investments in subsidiaries,
amounted to $4.52 in 1974, compared
to $4.37 in 1973. As stated earlier,

in 1973, in addition to the earnings
reported above, there was an extraor-
dinary income item realized in the
fourth quarter.

The 1974 earnings of all telephone
operating companies in the Bell Canada
Group were substantially reduced by
the 10 per cent Federal surtax on
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non-manufacturing profits at a time
when the need for higher income to
finance growth was most acute.

Operating revenues for the year
were $1,440.1 million, an increase of
12.9 per cent over 1973. Local service
revenues were up 10.9 per cent, or
$76.4 million for the year. Revenues
from long distance service increased
by 15.5 per cent, or $85.6 million.
Operating expenses were $1,010.7
million, an increase of 15.4 per cent
over 1973. Additional wage, fringe
benefit and pension costs were the
largest components of the operating
expense increase.

As part of a continuing effort to
keep Bell Canada’s benefit programs
up to date with current social and
economic conditions, significant
changes to the programs were
announced in September, 1974.

The changes were authorized by the
Directors following a detailed survey
of comparable programs in industry
and an extensive review of the Com-
pany’s entire benefit program, taking
into account the concerns of unions,
employees and pensioners.

The comprehensive improvements
include increases in the basic pension
formula, in the supplement payable
until age 65 and in the minimum
pension. A voluntary supplementary
pension plan was introduced and
revisions were made to cost-of-living
adjustments to pension payments and
to the Company's group life insurance
plan.

The costs associated with the
pension benefit changes will be funded
over the estimated future service of
the present employees of the Com-
pany, having regard to the relevant
requirements of the Pension Benefits
Standards Act.

Rate Regulation

In August, 1974 the Canadian Trans-

port Commission (CTC) ruled on a

Bell Canada application for revised

rates which had been filed in November,

1972 and amended in August, 1973.
The CTC proposed rate increases

which were designed to produce

$51.8 million of additional revenue,

if in effect for the full year of 1974.
However, since the rate increases did
not come into effect until later in the
year, the additional revenues in 1974
were about $13 million.

There were several important facets
to this most recent CTC decision. The
Commission proposed to hold hear-
ings in 1975 on a rate adjustment
formula which would permit Bell
Canada and other telecommunication
carriers to adjust rates in response to
increases or decreases in non-control-
lable elements of cost. The proposed
procedure is intended to make rate
regulation more responsive to current
economic conditions and to enable
carriers to provide for adequate service
in the face of inflation without the need
of frequent, lengthy public hearings.
Bell Canada has been urging such a
course for some time.

The CTC decision raised from
8.2 per cent to 9.1 per cent the upper
limit of the range of return on total
average capital deemed appropriate for
Bell Canada under current economic
conditions. The Commission also
found that a return on common equity
of 11 to 12 per cent was reasonable
at the time. The Company actually
earned 8.04 per cent on total average
capital in 1974, up from 7.95 per cent
in 1973.

The rates approved included a
charge for operator assistance in find-
ing numbers already listed in the
telephone directory. Directory Assis-
tance operators had been handling
more than 220 million requests a year
— more than 70 per cent of which were
for numbers available in the directory.
By year-end, Directory Assistance calls
had dropped approximately 65 per cent
from normally expected levels, in areas
where the new charge was introduced.
Exempt from the new charge, on ap-
plication, are persons whose handicap
prevents use of a directory and those
65 years and over. There is no charge
for emergency calls, for numbers not
in the directory, calls placed from pay
telephones, calls from hospital, hotel
or motel rooms, or for the first three
chargeable calls each month from
residence services.
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Also affected were public telephone
rates, which increased from 10 to 20
cents. However, the increase does not
apply to public telephones in a number
of locations, including hospitals,
nursing homes, churches, railway and
bus stations, subways and city side-
walks. The 10 cent rate remains
unchanged in these places.

Over the years, the Company,
through the efficient use of capital,
technology and labour, has been able
to reduce the full impact of inflation
on our prices for services. One indica-
tion of the effectiveness of these
efforts is the measure of the hours an
average worker has to pay for one
month’s individual residence service,
as shown in the accompanying chart.

Capital Expenditures

Bell Canada invested over $783.1
million in 1974 to extend services,
modernize existing plant, replace dam-
aged or worn equipment and relocate
services for customers.

About 70.7 per cent of the total
capital budget was spent to meet
anticipated growth in demand for Bell
Canada services; 14.1 per cent went to
upgrade existing plant; 10.9 per cent to
relocate equipment for residential and
business customers who moved during
the year; and 4.3 per cent to replace
damaged or outworn equipment.

Financing
Reflecting current conditions in the
capital markets, and the fact that
interest rates on new refunding issues
are at historically high levels, the cost
of borrowing money to finance Bell
Canada’s modernization and expansion
programs is reflected in the increased
interest charges on Company debt.
Bonds issued in 1974 have had to offer
the highest interest rates ever paid by
Bell Canada for long-term borrowing.
In 1974, retained earnings, depre-
ciation, deferred taxes and other
internal sources contributed about
$404.1 million of the $783.1 million
total capital expenditures. External
financing amounted to $367.2 million,
compared to $207.8 million in 1973.

The New Brunswick Telephone
Company, Limited

Substantially increased demand for
telecommunication services in New
Brunswick enabled The New Brunswick
Telephone Company to maintain the
high rate of growth in operations ex-
perienced over the past several years.
In November, the company installed
the 300,000th telephone in the
province and, over the year, total tele-
phones in service increased by 7.6 per
cent. Significant growth was recorded
in both local and long distance
messages handled.

Earnings per common share were
$1.44, a 10 per cent decline from the
$1.60 reported in 1973. This decline
was largely the result of the imposition
of the Federal 10 per cent surtax on
corporate earnings combined with the
effects of a 44-day strike by telephone
operators in September and October.

Operating revenues of $63.6 million
in 1974 representa 14.7 per cent
increase over 1973.

The company undertook record
capital expenditures of $40.9 million to
meet demands for service and future
growth.

In January, 1975, the company filed
an application with the Board of Com-
missioners of Public Utilities of New
Brunswick requesting an increase in
rates and charges for its services. The
application pointed out the need for ad-
ditional revenues to offset the generally
increased costs of doing business.

Northern Telephone Limited
Northern Telephone reported earnings
per share in 1974 at $0.45 compared
to $0.57 in 1973. Operating revenues
in 1974 were $20.3 million, compared
to $18.6 million the previous year.
Total telephones in service increased
by 6,500 to 122,800, a gain of 5.6

per cent.

The major highlight of 1974 for
Northern Telephone Limited was the
completion of its dial conversion pro-
gram resulting in 100 per cent dial tele-
phone service to its Ontario customers.



The company and its wholly-
owned subsidiary, Northern Quebec
Telephone Inc., provide telecommuni-
cation services to most municipalities
in Northeastern Ontario and North-
western Quebec. Late in 1974, both
Northern Telephone and Northern
Quebec Telephone filed applications
for rate increases.

Newfoundland Telephone Company
Limited

Newfoundland Telephone, buoyed by
the performance of its Labrador
operations, maintained its strong rate
of growth in 1974 although inflation
contributed to abnormal increases in
expenses and the cost of money.
Earnings per share were $0.82,
compared to $0.69 in 1973.

Operating revenues reached $35.5
million in 1974, representing a record
35.6 per cent increase over the
previous year. Operating expenses rose
$7.3 million to a total of $24.2 million.
Net income amounted to $4.5 million
in 1974 compared with $3.8 million in
1973.

Because of the need to offset
continuing inflationary pressures, the
company applied on October 1 to the
Board of Commissioners of Public
Utilities for the Province of Newfound-
land for an increase in the allowable
rate of return on its capital employed
and an increase in rates for 1975.

The decision of the Board has since
been made, allowing a rate of return
of 9.92 to 10.17 per cent on the rate
base which produces only 1.4 per cent
additional revenues. It is clear that as
long as inflation continues at a high
level the company will have to ap-
proach the Board more frequently for
rate adjustments.

The exceptional demand for service
throughout the territory during the
past several years has made it neces-
sary to greatly increase plant capacity.
Capital expenditures rose to $28.6
million, an increase of 76.2 per cent
over the previous year.

Significant expansion programs
included a start on a microwave system
from Corner Brook, Nfld., to Sydney,
Nova Scotia, scheduled for completion
by the end of 1975 and the successful
start-up of a long distance electronic
switching system in Corner Brook,
which together with a large number
of circuit additions has greatly im-
proved the capability of the network
to handle the continued high growth
rate in long distance service.

In 1974, telecommunication
facilities and operations in Labrador,
purchased from Bell Canada, were
successfully assimilated into the com-
pany. This marked a solid advance in
the company’s objective to create a
uniform system across the province.

In October, the company issued
$17.,500,000, 11% first mortgage
bonds, the largest such issue in its
history.

The total number of telephones in
the system grew by 15.4 per cent in
1974 to a total of 142,000. Long
distance messages increased by 28.2
per cent.

Maritime Telegraph and Telephone
Company, Limited

Despite increased 1974 revenues,
improved to some degree by rate
increases effective during the last
three months of the year, the combina-
tion of inflationary costs and the 10
per cent retroactive surtax resulted

in a decrease in the company’s
earnings per share in 1974.

Earnings per share, at $1.75, were
down 19 cents from the average per
share earnings of $1.94 in 1973.
Operating revenues, at $81.2 million,
gained 17.8 per cent over 1973.
Operating expenses, at $56.4 million,
increased 23.3 per cent over the
previous year. Net income for 1974
amounted to $8.3 million, compared
to $8.4 million in 1973.

Maritime Telegraph and Telephone
continued to improve and expand
services to its customers in 1974. The
company provides telecommunication

services in Nova Scotia and, through
a subsidiary, The Island Telephone
Company, in Prince Edward Island.
Local and long distance messages
handled during the year increased on
a daily average basis by 13.6 per cent
and a record net increase in the number
of telephones in service was estab-
lished. Total number of telephones in
service at year-end was 425,000.

Dial service was extended — 98.1
per cent of all telephones in Nova
Scotia are now dial operated — and
service to non-urban customers was
improved. Approximately $ 71.4 mil-
lion was invested to meet anticipated
growth and to improve and modernize
service, plant and equipment.

Manufacturing and Research

Bell Canada, with its affiliates, is a
totally integrated telecommunication
supplier. The family of companies
provides innovation, manufacturing
and supply toward the end-product, or
service, for individual and business
customers. The interaction of Bell
Canada and its affiliates is outlined in
a special section starting on page 26
of this annual report. Following, in
brief, are the financial highlights of
the major manufacturing and R&D
companies.

Northern Electric Company, Limited
In a year of expansion in domestic
markets and increased penetration of
international markets, Northern Electric
again reported record earnings and
sales. Consolidated earnings per share
were $2.05 compared with $1.35 in
1973. Consolidated sales of the com-
pany and its subsidiaries were $970.7
million, an increase of 58 per cent over
1973. Consolidated net earnings were
$53.8 million compared with $32 mil-
lion in 1973, an increase of 68 per cent.
The program of plant expansion
undertaken in 1973 continued in 1974
with a total of $33.7 million of capital
expenditures. Plans were also an-
nounced during 1974 for new plants
to be built in Saskatchewan, Manitoba,
Alberta and Newfoundland during1975.



Nedco, a wholly-owned distributor
of electrical construction materials
and equipment, also continued to set
new sales records. Its sales in 1974
were $194 .4 million.

In the United States, Northern
Electric's wholly-owned subsidiary,
Northern Telecom Inc., showed con-
tinued growth with sales of $91.1 mil-
lion compared with $47.5 million in
1973. Net earnings were $3.9 million
in 1974 compared to earnings of
$2 .8 million achieved in 1973. New
plants were opened in California
and North Carolina, and manufacturing
facilities were enlarged in New Hamp-
shire and Michigan. A fifth plant was
added with the acquisition of a printed
circuit board business in Florida.

In the face of a world-wide decline
in semi-conductor sales that drastically
affected all North American manufac-
turers, Microsystems International
Limited, a Northern Electric subsidiary,
again operated at a loss. To reduce
overhead and costs, Microsystems cut
employment sharply, limited product
lines and reduced manufacturing floor
space.

On Detember 9, Northern Electric
made an offer to all Microsystems
shareholders to purchase their shares
for cash or in exchange for Northern
Electric common stock. Northern
Electric offered one share of its com-
mon stock for seven shares of Micro-
systems common stock or one share of
Northern Electric common stock for
15 Microsystems share purchase
warrants.

Bell-Northern Research Ltd. (BNR)
This company, the largest industrial
research and development organization
in Canada, is jointly owned by Bell
Canada and Northern Electric. The
great bulk of BNR's activity in telecom-
munications and electronics research
is undertaken on behalf of its owner
companies.

In 1974, BNR spent $47.4 million
on research commissioned by Northern
Electric and Bell Canada, an increase
of 16.3 per cent over the amount spent
in 1973. BNR also performed $1.6
million worth of research and develop-
ment work under contract to outside

organizations.

BNR announced in November that
it will establish a wholly-owned
subsidiary in California to maintain
close contact with the technological
and scientific resources located in and
around San Francisco. The company
also set up a new laboratory in
Montreal to concentrate on studies of
telecommunication transmission,
distribution and maintenance.

Board of Directors

In April, 1974, Mr. Henry Borden,
0.C.,, C.M.G., Q.C., retired from Bell
Canada’s Board of Directors after

26 years of service to the Company
and its shareholders, and was replaced

by the election of Mr. H. Clifford Hatch.

Mr. Arthur S. Pattillo, Q.C., who
had served on the Board since January,
1966, resigned in May prior to his
acceptance of the Chairmanship of the
Ontario Securities Commission, and
Mrs. Livia M. Thiir, who was elected
a Director in April, 1971, resigned in
December to accept a senior appoint-
ment with the Federal Government.
Two new Directors were appointed as
replacements. Mr. G. Allan Burton,
D.S.0., E.D., Chairman of the Board
and Chief Executive Officer of Simp-
sons, Limited, joined the Board in May,
and Mrs. Louise Brais Vaillancourt,
President of La Corporation de |'Hopi-
tal Marie Enfant was appointed a
Director, effective January 1, 1975.

Senior executive changes an-
nounced during 1974 included W. F.
Light, Executive Vice-President
(Operations), Bell Canada, who
resigned to accept the position of
President, Northern Electric Company,
Limited and R. D. Sloane who was

appointed Vice-President, Central Area.

Outlook

Telecommunications is one of the
essential services in a modern indus-
trial economy. In Canada particularly,
the means to bring distant people and
data together electronically forms the
basis of a diversified and growing
industry.

The Bell Canada family of com-
panies is well situated to take
advantage of future opportunities,
particularly in the business commu-
nications market, where Bell Canada
is internationally recognized for the
quality of its systems and for its
innovations in the expanding field of
data communications.

There is no doubt about the poten-
tial for growth — and the Bell Canada
Group of companies has both the
strength and structure to meet the
challenges.

For the Board of Directors,

Chairman

At

President

February 26, 1975
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#*as of December 31, 1974
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Vice-Presidents
Wilfred D. E. Anderson
Engineering and Planning
Harry Bowler
Finance
Robert W. Crowley
Western Area
J. V. Raymond Cyr
Operations Staff, Eastern Region
Claude Duhamel
Administration, Eastern Region
Jean-Paul Gagnon
Montreal Area
Charles A. Harris
Public and Environmental Affairs
George L. Henthorn
Comptroller
Frederick E. Ibey
Operations Staff, Western Region
Palle Kiar
Computer Communications
John A. McCutcheon
Intercorporate Policy
Léonce Montambault
Eastern Area
Lawrence J. O'Keefe
Systems
Harry Pilkington
Personnel
Hubert A. Roth
Operational Staff
John E. Skinner
Toronto Area
R. Douglas Sloane
Central Area
John F. Stinson
Network Services
Orland Tropea
Regulatory Matters
Robert N. Washburn
Administration, Western Region

Treasurer
Harold E. Harris

General Counsel
Guy Houle

Secretary
James T. Moore

Promotions within and to
the Officer Rank
Gordon E. Inns
Executive Vice-President
R. Douglas Sloane
Vice-President

Resignations

Walter F. Light
Executive Vice-President (Operations)
resigned effective July 31, 1974
to accept the Presidency of Northern
Electric Company, Limited.




Bell Canada
and Subsidiary Companies

Consolidated Income Statement (Note 1)

(thousands of dollars)

Year 1974 Year 1973
Operating revenues
Local service ... Wi oo ... $ 863,459 $ 776,678
Long distance service .............cec.. U , 749,972 643,421
MHSCEIANBOUS —TBE . e e s b T 79,949 67,709
Total Operating Revenues ... T 1,693,380 1,487,808
Operating @XPEMSES ... ... oo 1,191,810 1,021,601
Net Operating Revenues ... — . S— 501,570 466,207
Sales revenues — manufacturing and distributing ... ... 972,226 613,772
Less: Cost of sales ... ... .. ... St o i 720,765 452,996
Selling, general and adm;nlstratlve EXPENSeS .. ... 96,682 66,622
611 g0 oLy L S — 47,617 32,656
865,064 552,274
NEt Salos RAVEBNWES .......ornsosmsomsssms o neses i S isios s rsawasaaisns 107,162 61,498
Total Net Revenues ... ST R T 608,732 527,705
Other income (Note 2) ... SR —— 25,852 21,692
Income before Underlisted ltems ... ... 634,584 549,397
Interest charges
Interest on long term debt ... 146,573 131,319
(001 0T= 70 L1 = ) s O S 12,787 5,483
Total Interest Charges 159,360 136,802
Income before Income Taxes, Minority Interest
and Extraordinary Iltem ... .. S — ——_ R, . 475,224 412,595
IGOTRB: TENOS! . vosrrnensrases nsme nasssasns SEATEEEETH S A HE A% S04 0T T T 3 v 239,372 206,540
Income before Minority Interest and Extraordinary Item ... 235,852 206,055
Minority interest ......... e R B SO N [ERTTRRURRR 11,416 6,080
Income before Extraordinary ltem ... 224,436 199,975
Extraordinary item (Note 3} ... — 5,396
NOE TGO ovivviirivrmmramnesaansnsssanssnssnosnonss o asstassassenpns e 48 EHR (oM NART AR B0, 224,436 205,371
Dividends on preferred shares ... 17,594 14,020
Net Income Applicable to Common Shares ... $ 206,842 $ 191,351
Earnings per Common Share*
— before extraordinary item ... $6.57 $5.04
— after extraordinary itemM ... $5.57 $5.18
Assuming full conversion of convertible preferred shares
— before extraordinary item ... B s $5.34 $4.86
— after extraordinary it€M ..., $5.34 $4.99
*Based on average common shares outstanding (thcusands) ............ 37,128 36,931
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Bell Canada
and Subsidiary Companies

Consolidated Balance Sheet

Assets

(thousands of dollars)

December 31,

December 31,

1974 1973
Telecommunication Property — at cost
Buildings, plant and equipment ... $6,257,063 $5,5658,143
Less: Accumulated depreciation ... 1.802,566 1.610,936
4,454,497 3,947,207
o T S 45,997 41,840
Plant under construction ... 307,788 226,447
Material and supplies . ... 95,392 83,175
4,903,674 4,298,669
Manufacturing and Distributing Property — at cost
Buildings, plant and equipment ... 314,495 285,313
Less: Accumulated depreciation ... ... ... 175,068 154,026
139,427 131.287
- T 7.100 6,400
146,527 137.687
5,050,201 4,436,356
Investments —at cost ... ... 19,870 19,607
Current Assets
Cash and temporary cash investments —
at cost (approximates market) ... ... 60,106 163,767
Accounts receivable — principally from
CUSTOMEES AN AGBNES v 55 s smmsesomass e o 339,146 255,819
Inventories (NoOte 4) ... .o . 255,900 177.295
Other (principally prepaid expenses) ... 46,569 38,373
701,721 635,254
Deferred.Charges ... cusremmem s s s 5 o o 48,805 47,471
Total Assets ... $5.,820,597 $5,138.688

On behalf of the Board of Directors:

Herbert H. Lank, Director
Marcel Bélanger, Director




Liabilities and Shareholders’ Equity

(thousands of dollars)

December 31,

December 31,

1974 1973
Shareholders’ Equity
Capital stock (Note 5)
Preferred'Shares wu omenrsmssmemininrsmmmrsiaeesssmammes | 18 1332002 $ 248,988
COMMONBRETDS _.....covecmmmssmmponitedegtisnssiiis i v 933,471 925,011
Premium on capital stock . ... .. 384,330 378,385
Contributed surplus ... . 15,5649 15,883
Retained @arnings ... S 537,331 449,043
2,202,683 2,017.310
Minority Interest in Subsidiary Companies
Preferred shares ... ... ... 44,343 33.035
CommON SNATES ... oo 110,015 107.154
154,358 140,189
Long Term Debt (Note 6) ... ..., 2,382,436 2,080.231
Notes Payable ... . 61,707 13,277
Current Liabilities
Bank advances ... ... .. e _ 18,066 27,162
Accounts payable ... ... 230,190 208,646
Advance billing for service ... 29,215 25,593
Dividends pavable oo m s 33,764 29,776
TANEOS BCCTUET ... oo, s e P S T s s e e 44,035 36,180
Interest accrued ... 36,879 34,426
392,149 361,783
Deferred Credits
INCOME TAXES sovresnnwampesss pums s st s T s e 607,956 511.511
Unamortized investment tax credit ... 11,8056 115713
Employees” savings plans (Note 7) ... 3,247 2,674
O B 4,256 —
627,264 525,898
Commitments (Note 10)
Total Liabilities and Shareholders’ Equity ... ...  $5,820,697 $5,138.688

G. L. Henthorn, Vice-President & Comptroller

13
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Bell Canada
and Subsidiary Companies

Consolidated Statement of Premium on Capital Stock

(thousands of dollars)

Year 1974 Year 1973

Balance at beginning of year . $378,385 $376.,879
Premium on common shares |ssued durlng the year . 5,945 1,506
Balance at end of year ... $384,330 $378.,385

Consolidated Statement of Contributed Surplus

(thousands of dollars)

Year 1974 Year 1973

Balance at beginning of year . - $ 15,883 $ 7,357
Increase {decrease) arising on consolldatlon

from the issues of shares by subsidiaries (334) 8,526

Balance atend of year ... ... .. $ 15,5649 $ 15,883

Consolidated Statement of Retained Earnings

(thousands of dollars)

Year 1974 Year 1973
Balance at beginning of year ......... I $449,043 $364,172
Nt INCOMG oo s i e smsmsnsesmassnns e 224,436 205,371
Excess of par value over cost of preferred
shares purchased for cancellation (Note 5) ... ... . .. 98 —
673,677 569,543
Deduct:
Dividends — Preferred shares 17,594 14,020
— Common shares
(1974 — $3.12 per share, 1973 — $2.85) .. 115,940 105,268
133,534 119,288
Expenses of issue of capital stock ... 2,712 1,212
136,246 120,500
Balance atend of year ... . . L. - $5637,331 $449,043




Bell Canada
and Subsidiary Companies

Consolidated Statement of Changes in Financial Position

(thousands of dollars)

Year 1974 Year 1973
Source of Funds
Operations
Income before extraordinary item .. ... ... $ 224,436 $199.,975
Items not affecting current funds
Depreciation .................. 359,199 311,704
Deferred income taxes . 96,445 89.847
Other — net .. 3.072 1,895
Total from operatlons 683,152 603,421
Extraordinary JBM ... — 5,396
Adjustment to deferred income taxes ... e — 22,398
Praceeds from long term debt ......cooinimmmmmm. 333,507 215,154
Proceeds from notes payable (net) ... 48,430 —
Proceeds from preferred shares ... 91,449 49,788
Proceeds from issues of shares of sub5|d|arles
to minority shareholders .. - 14,279 40,984
NS COIIANBOUS .. oo rvsinsnensersonssmsmmsepmssames st oo e LTI Vi ivT IR B s oa s i 13,729 8,946
$1,184,546 $946,087
Disposition of Funds
Capital expenditures
Gross capital expenditures ... . % 982992 $693,461
Deduct: charges not requ1r|ng funds ..................... A — (30,051) (21,690)
Increase in material and supplies ... 12,217 20,555
Net expenditUres ... 965,158 692,326
Dividends by Bell Canada . 133,634 119,288
Dividends by subsidiaries to mlnorlty shareholders O 9,241 6.839
Repayment of long term debt ... 34,657 41 411
Repayment of notes payable (net) ... — 10,9956
Acquisition of INVESIMENtS ... 2,710 2,958
Iherease in working capital o vnmimmnivemasnim i s 36,101 55,037
IATSORIIARBONIE . ... oo n it vt e s ot R s st 3. 145/ 17.233
o 51,184,646 $946,087
The increase in working capital is accounted for by:
Increase (decrease) in current assets:
Cash and temporary cash investments ... $ (103,661) $ 53,787
AccoUunts receivable ... 83,327 29,800
IVEIEOTIES oo et e 78,605 64,750
D VBT sy s a8 55 S S A AT £ 8,196 5,706
(Increase) decrease in current liabilities:
Bank advances ... T T SR SR R 9,096 (10.880)
ACCOUNS DAYVADIB . -vveeorsimenensssomssmsmnnst 55 s i (21,544) (58,785)
Advance billing for service ... (3.622) (2.462)
Dividends payable ... s (3,988) (2,173)
Taxes accrued .. (7.855) (21,128)
Interest accrued S — (2,453) (3.578)
Increase in working cap|ta| as above ................................................... $ 36,101 $ 55,037

16
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Bell Canada (parent company)

Summarized Income Statement—Non-Consolidated (Note 1)

(thousands of dollars)
Year 1974 Year 1973
Operating revenues
Local service . ......... T $ 774,474 $ 698,082
Long distance Service ... 637,699 552,109
Miscellaneous — Net ... ... 27,950 25,013
Total Operating Revenues ..o, S 1,440,123 1,275,204
Operating expenses
Depreciation ... / 287,632 257,096
Other operating eXpenses ............................. e R 723,083 618,892
Total Operating EXpONSes: ..xumimmmmss st s smes 1,010,715 875,988
Net Operating Revenues ... 429,408 399,216
Other income . ... T e S SR 44,630 39,278
Income before Underlisted ltems ... ... ... ... ... .. 474,038 438.494
Interest charges
Interest on long term debt ... —— B 122,288 112,288
Other interest ... . ... ... W R - 5,302 937
Total InterestiCharges: .o s e s i it oo 127,590 113.2256
Income before Income Taxes and Extraordinary Item .. . 346,448 325,269
Income taxes ... Do e s 161,138 149,759
Income before Extraordinary ltem ... 185,310 175.510
Extraordinary item (Note 3) ..o [ — 5,396
Net Income ... .. ... S, R RS R TR T 185,310 180,906
Dividends on preferred shares ..ol 17,594 14,020
Net Income Applicable to Common Shares ... . ... . . $ 167,716 $ 166,886
Earnings per Common Share*
— before extraordinary item ........... . e $4.52 $4.37
— after extraordinary item ... $4.52 $4.52
Assuming full conversion of convertible preferred shares
— before extraordinary item $4.40 $4.26
— after extraordinary item ... ... $4.40 $4.40
*Based on average common shares outstanding (thousands) . . 37.128 36,931

Qo
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Bell Canada (parent company)

Summarized Balance Sheet—Non-Consolidated (Note 1)

(thousands of dollars)

December 31,

December 31,

1974 1973
Assets
Telecommunication Property — at cost
Buildings, plant and equipment . _......................... $5418,692 $4,869,512
Less: Accumulated depreciation ... . 1,668,088 1.417,700
3,850,604 3.451,812
Land, and plant under construction . 302,406 232513
Material and supplies 78,476 70,491
4,231,486 3,754,816
Investments in Subsidiary and Other Companies — atcost ... ... 343,819 319,674
CUTENT ASSEES i commrmarevmmmsamis o sy Sos v s o e 258,506 273,865
Deferred Charges ... oy 30,886 34,195
Total Assets ... $4,864,697 $4,382,550
Liabilities and Shareholders” Equity
Shareholders’ Equity
Capital stock
Preferred shares e $ 332,002 $ 248,988
Common shares e q 933.471 925,011
Premium on capital stock ........ , S's SR 384,330 378,385
Retained earnings . .. qu' _\’] b‘ B “ 451,738 402,415
\" CE* ) ¢ 5,101,641 1,954,799
Long Term Debt oo % nwoo 1,983,453 1,772,238
~C¥
Notes Payable ... . ... .__.‘_ﬁ‘\ il 32,418 -
Current Liabilities ... ... ....... : R— 236,701 222,030
Deferred Credits M
Income taxes 491,906 419,143
Other ... 18,678 14,340
510,584 433,483
Total Liabilities and Shareholders’ Equity $4,864,697 $4,382,550

17
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Bell Canada
and Subsidiary Companies

Notes to Financial Statements

1. Accounting Policies
Consolidation

The accounts of all companies in which
Bell Canada owns mare than 50% of the out-
standing common shares have been included
in the accompanying consolidated financial
statements. These companies are:
% Ownership
of Common
Shares
Northern Electric Company, Limited* 89.9%
Bell-Northern Research Ltd. (51%
by Bell Canada and 49% by
Northern Electric Company,

Limited)
The New Brunswick Telephone

Company, Limited 50.3%
Northern Telephone Limited 99.7%
Newfoundland Telephone Company

Limited . ... ... 99.8%
Télébec Ltée . . . 100%

Lievre Valley Telephone Company 100%
The Capital Telephone Company

Limited .. 100%
Telontario Incorporated ; s 100%
The North American Telegraph

Company . 100%
Maritime Telegraph and Telephone

Company, Limited®* 51.7%

*At December 31, 1974, Bell Canada was the
beneficial owner of 23,562,500 or 89.9% of the
outstanding common shares. On November 19,
1974, warrants were issued together with Bell
Canada $4.23 Cumulative Redeemable Convertible
Voting Preferred Shares comprising the Units sold
to underwriters on October 22, 1974. The value
of $3.00 allocated to each warrant less related
taxes is shown on the balance sheet as Deferred
Credit. Assuming exercise of the 2,000,000 war-
rants outstanding at December 31, 1974, the
shareholding would be 82.3% . Each warrant
entitles the holder to purchase from Bell Canada
prior to December 1, 1979 one common share
of Northern Electric at $21.50. At December 31,
1974, 2,000,000 common shares of Northern
Electric have been deposited in escrow with the
Warrant Trustee for that purpose.

* * Maritime Telegraph and Telephone Company,
Limited has been included because Bell Canada
owns more than 50% of the outstanding commaon
shares. At December 31, 1974, Bell Canada was
the registered owner of 2,123,842 common shares;
however, under a statute passed by the Legislature
of Nova Scotia, not more than 1,000 shares may
be voted by any one shareholder.



For companies acquired since 1970, the excess
of cost of shares over acquired equity is being
amortized to earnings over periods not ex-
ceeding forty years. Previously such excess
was charged to Retained Earnings in the year
of acquisition. Such amortization amounted

to $395,000in 1974 ($211,000 in 1973).

Telecommunication equipment, purchased
by Bell Canada and its telephone subsidiaries
from Northern Electric Company, Limited and
its subsidiaries is reflected in the consolidated
balance sheet at cost to the purchasing com-
panies, and in the consolidated income state-
ment is included in Sales revenues —
manufacturing and distributing. To the extent
that any income on these sales by Northern
Electric Company, Limited, has not been offset
by depreciation or other operating expenses,
it remains in consolidated retained earnings
and consolidated income. All other significant
inter-company transactions have been
eliminated in the accompanying consolidated
financial statements.

Bell Canada’s summarized income state-
ment and balance sheet, on a non-consolidated
basis are presented on pages 16 and 17.

Sales revenues — manufacturing and
distributing comprise:
(thousands of dollars)

Year Year
1974 1973
Sales to:
Bell Canada ........... ... $461,883 $316,983
Telephone
subsidiaries ............ 60,814 29,406
Sub-Total 522,697 346,389
Sales to others ... 449,629 267,383
Total Sales .............. $972,226 $613,772

Income taxes

Bell Canada and all subsidiaries use the tax
allocation basis of accounting for income taxes.
Reduction in income taxes relating to losses
carried forward in subsidiaries are not
recorded in the accounts until the date of
realization is determined.

Inventories

Inventories held by the manufacturing and
distributing subsidiaries are valued at the lower
of cost (calculated generally on a first-in, first-
out basis) and net realizable value, except for
copper in raw materials and work-in-process
which is valued on the base-stock method.

Depreciation

Depreciation is computed on the straight line
method using rates based on the estimated
useful lives of the assets. When depreciable
telecommunication property, other than minor
items thereof which are replaced, is retired,
the amount at which such property has been
carried in Telecommunication Plant is charged
to Accumulated Depreciation.

Research and development

Research and development costs are, with
minor exceptions, expensed currently.

Investment tax credit

This investment tax credit has been deferred
and is being amortized by credits to income,
as a reduction of income taxes, over the aver-
age estimated service life of telecommunica-
tion property.

19



20

2. Other Income

Other income, less miscellaneous income
charges, includes investment income of
$10,306,000 ($11,983,000 —1973) and in-
terest charged to construction of $17,178,000

($11,268,000 — 1973). The latter item is also
included in the item "’ charges not requiring
funds™ in the Statement of Changes in Financial
Position.

3. Extraordinary ltem

Extraordinary item represents interest of
$5,396,000 ($0.14 per common share), net

of income taxes of $5,618,000, on income tax
refunds resulting from re-assessments in 1973
of income taxes for the years 1964 to 1969.

4. Inventories
Inventories are classified as follows:

(thousands of dollars)
December 31,

) 1974 1973
Manufacturing and . e
distributing —
Raw materials . ... $ 36,678 s 15,145
Work-in-process ... 130,598 100,868
Finished goods ... 88,624 61,282

$255,900 $177,295

5. Capital Stock
Authorized:
By Charter — $1,750,000,000 divided into

Common Shares of the par value of $25 each,
and into Preferred Shares.

By Shareholders — $1,750,000,000 divided
into Common Shares of the par value of $25
each and (a) not more than 4,000,000 of a
class of Preferred Shares to a maximum

aggregate amount of $100,000,000; (b) not
more than 9,000,000 of another class of
Preferred Shares to a maximum aggregate
amount of $225,000,000; and (c) not more
than 12,000,000 of another class of Preferred
Shares to a maximum aggregate amount of
$300,000,000.



Changes in Bell Canada’s issued capital stock during 1974 were as follows:

Qutstanding
at January 1,
1974

Preferred Shares
Cumulative, Redeemable,
Convertible and Voting

$3.20 Shares (Parvalue
of $47 per share)

Purchases
Conversion of Preferred Qutstanding at
Issued of Preferred Shares for December 31,
for Cash Shares Cancellation 1974

(dollars are in thousands)

Number: ..o 1,999,813 — (173.168) - 1,826,645
Total par value ... § 93991 $ — $ (8139) § — $ 85,852
$3.34 Shares, Class B,
Series B (Par value of
$52 per share)
Number ... 1,999,950 — (25,325) — 1,974,625
Total par value ... $ 103,997 $ —_ $ (1817 & — $ 102,680
$4.23 Shares, Class C,
Series D (Par value of
$47 per share)
Number ... ... — 2,000,000 — — 2,000,000
Total par value ... $ — $ 94,000 $ — $§ — $ 94,000
Cumulative, Redeemable
and Voting
$2.25 Shares, Class B,
Series C (Par value of
$30 per share)
Number ... 1,700,000 — — (51.,000) 1,649,000
Total par value ... § 51,000 $ — s — $ (1,530) § 49,470
Total par value of
Preferred Shares ... $ 248,988 & 94,000 $ (9.4bH6) $ (1.,630) % 332,002
Common Shares*
(Parvalue of $25 per share)
Number «....oo. .. 37,000,426 139,925 198,493 37,338,844
Total par value ... $& 925,011 $ 3498 3% 4,962 $ 933.471

*Any excess of proceeds over par value is allocated to Premium on Capital Stock.

The $3.20 Preferred Shares are not redeem-
able prior to February 1, 1976, but may be
redeemed thereafter at $47 plus a premium of
$3.00 diminishing $0.50 at the end of each
subsequent year to February 1, 1982, and
thereafter at $47. Each $3.20 Preferred Share
may be converted into one common share on or
before February 1, 1982, and 1,826,645 com-

mon shares have been reserved for this purpose.

The $3.34 Preferred Shares, Class B, Series
B, are not redeemable prior to August 1, 1977,
but may be redeemed thereafter at $52
plus a premium of $3.00 diminishing $0.50 at
the end of each subsequent year to August 1,
1983, and thereafter at $52. Each $3.34 Pre-
ferred Share, Class B, Series B, may be con-
verted into one common share on or before
August 1, 1983, and 1,974,625 common
shares have been reserved for this purpose.

The $4.23 Preferred Shares, Class C,

Series D, are not redeemable prior to December 1,

1980, but may be redeemed thereafter at

$47 plus a premium of $4.00 diminishing
$0.70 at the end of each subsequent year to
December 1, 1983, $0.60 at December 1,
1984, $0.70 at December 1, 1985, $0.60 at
December 1, 1986, and thereafter at $47. Each
$4.23 Preferred Share, Class C, Series D, may
be converted into one common share on or be-
fore December 1,1986, and 2,000,000 common
shares have been reserved for this purpose.

The $2.25 Preferred Shares, Class B,
Series C, are not redeemable prior to
October 1, 1983, but may be redeemed there-
after at $30 plus a premium of $1.60
diminishing $0.375 at the end of each sub-
sequent five years to October 1, 2003,
and thereafter at $30.

At December 31,1974, 214,001 common
shares have been reserved for the Employees’
Savings Plan (1966).
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6. Long Term Debt

Bell Canada
First Mortgage Bonds (secured by a first mortgage and a floating charge)

(thousands of dollars)

Rate of
Maturity Date Interest Series Authorized Qutstanding
June 1. 1975 3% $ 40,000 $ 40,000
May 1. 1976 . 31 40,000 40,000
March 1. 1977 . 3 35,000 35,000
May 1. 1977 . 8 55,000 (a) 54,749 (a)
January 2, 1978 64 35,000 35,000
November 1, 1978 . 7% 10,000 10,000
November 15, 1978 72 25,000 25,000
May 15, 1979 3% 40,000 40,000
June 3, 1979. 934 45,000 45,000
December 1, 1979 . e 25,000 25,000
July 2, 1980 5% 30,000 30,000
August 1, 1980 ... 8 32,000 32,000
April 1. 1981 ... . o 6 13.500 13.500
May 1, 1981 .. 7% 15,000 15,000
June 1, 1981 .. 4 24,000 24,000
January 2, 1982 ... 5% 40,000 40,000
August 2, 1982 ... 5% 50,000 50,000
March 15, 1983 ... 4% 50,000 (b} 50,000 (b)
June 15, 1984 ............... 5% 30,000 30,000
October 1, 1984 ... 53 30,000 30,000
August 1, 1985-1997. 8% 26,000 (c) 26,000 (c)
January 2, 1986 6 35,000 35,000
July 15, 1987 ... 6% 35,000 35,000
May 1, 1988 ... 47 50,000 (b} 50,000 (b)
November 1, 1988 ... 6Va 50,000 50,000
January 15, 1989 .., 9 30,000 (d) 30,000 (d)
October 1, 1989 ... 4.80 50,000 (b) 50,000 (b)
February 1. 1990 ... 6% 30,000 30,000
May 1, 1990 84 — ({a) 251 (a)
August 14, 1990 9% 50,000 50,000
April 1, 1991 6 26,500 26,500
November 1, 1991 ... 7% 30,000 30,000
March 15, 1992 ... 8 65,000 65,000
September 15, 1992 .., 6% 45,000 45,000
April 14, 1993 ... 8 50,000 50,000
August 1, 1993 .. 8% 42,000 42,000
December 1, 1993 93 35,000 35,000
April 1, 1994-2003........ T Yo aaie BB sunmemeas 40,000 (b,e) 40,000 (b,e)
May 1: 1998 ccciann BV Youiiicreniois BD conoiin 50,000 50,000
November 15, - F 7 65,000 65,000
December 1, 10%2 %.ooeeiiiiinnns BH ... 60,000 (f) 60,000 (f)
June 1, 1995-2004........ Y2 %orereaennns BE ... 130,000 (b.g) 62,500 (b.g)
September 1, 1995 4.85%.....ccc00e0.. 50,000 (b) 50,000 (b)
December 1, 1995 ... 4.85%.............. 28,000 (b) 28,000 (b)
June 3, 1996 ... 10 Yians 70,000 70,000
October 14, 1996 ... B %o 44,000 (b) 44,000 (b)
February 1, 1997 ... B Yeeiiireiiann 50,000 50,000
December 1, 1997 .. 6.60%.............. 51,000 (b) 51,000 (b)
September 17, 1998 6.90%..ccccenrnne. 75.000 (b) 75,000 (b}
$2,027,000 1,959,500
Exchange premium less discount, at time of issue, on bonds payable in
Uinlted States:funds .z oo mnime i o s S e D T S i e e 23,953 (h)
Total-—Bel L EanEUE .civvainn i seminsmvisims s s ss siims s iesv s siie 1,983,453
Subsidiaries
Northern Electric Company, Limited {(Consolidated) ........cc...ccivviiiiiiniiiiiniiiiini. 107,754
The New Brunswick Telephone Company, Limited (Consolidated) ...............coceiiiiiiiinnn. 83,000
Northern Telephone Limited (Consalidated) ......coooiiiieiiiiiiiiieri e ere e ere s aens 23,213
Newfoundland Telephone Company Limited .. 60,365
TRIBBEGILIAB .. ...c000iia,.isiiiieris s as s i s T T S e S e e S 5 S G VAT e s B4 e e nmen 401
Maritime Telegraph and Telephone Company, Limited (Consolidated) ..................cc.o... 124,250
TOtA] = S UBDS T AT EE cviuvnimnse s sisuiess i TG o FRE SRV H oA B SR TRsH D SN SRR R ST N m A s D oTRR NS as 398,983 (i)
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(a)

(b)
(c)

(d)

Series AN Bonds are exchangeable at the
option of the holders on any interest pay-
ment date from November 1, 1970 to and
including November 1, 1975 for First
Mortgage 814 % Bonds, Series AO, to
mature May 1, 1990.

Payable in United States funds.

Series AZ Bonds mature $2,000,000 per
annum on August 1 in each of the years
1985 to 1997 inclusive.

The holder of any Series AP Bond has the
right to elect prior to July 15, 1975 that
Bell Canada shall prepay the principal
amount of such Bonds on January 15,
1976, and the holders of $274,000 of

(e)

(f)

(g)

Series BB Bonds mature $4,000,000 U S.
per annum on April 1 in each of the years
1994 to 2003 inclusive.

The holder of any Series BH Bond will
have the right to elect, after June 1, 1984
and prior to September 1, 1984, that Bell
Canada shall prepay the principal amount
of such Bonds on March 1, 1985.

Series BE Bonds which will mature
$13.000,000 U.S. per annum on June 1 in
each of the years 1995 to 2004 have been
authorized on May 31, 1974, for sale by
way of private placement. Of these Bonds
$62,500,000 U.S. have been delivered

and paid for to December 31, 1974 and the
remaining $67,500,000 U.S.were delivered

these Bonds have so elected as at Decem- ;
ber 31, 1974. and paid for on February 4, 1975.

(h) Based on the exchange rate at December
31, 1974 this premium would be changed

to a discount of $4,705,000.

Interest rates and maturity dates of long
term debt of subsidiaries are as follows:

(i)

(thousands of dollars)

Total
Qut-
standing
Interest Rates
Principally Non-
Maturity Dates” at Prime Interest
3-5% % 6-77% % 8-97% % 10-11% Bank Rate Bearing
First Mortgage Bonds
1975 $ 3,000 $ 20 $ — $ — § — $§ — $ 3,090
1976 2,000 — — - — - 2,000
1977 1,216 — 6,000 - — — 7.215
1978 4,840 500 - — — — 5,340
1979 — 820 —_ — - — 820
1980-84 10,250 2,073 — — - — 12,323
1985-89 10,000 11,000 — — — — 21,000
1990-94 — 5,500 90,250 — — — 95,750
1995-96 — —_ — 37,500 — — 37,500
Debentures and Other

1975 777 8 60 — 88 3.119 4,052
1976 9,958 — - — 568 1,649 12,1756
1977 2,000 — — — 35,664 1,650 39.314
1978 1,462 — - - 759 463 2,684
1979 3,000 — — — 768 114 3,882
1980-84 26,024 1,707 2,700 — 2,304 68 32,803
1985-89 —- 33,710 8,500 — — — 42,210
1990-94 — —_ 51,325 2,500 — - 53.825
1995-97 — — 23,000 — — -~ 23.000
$74,526 $55,408 $181.835 $40,000 $40,151 $7,063 $398,983

*Excludes sinking fund requirements.

At December 31. 1974 the amount of long term debt payable, including sinking fund
requirements, by Bell Canada and Subsidiary Companies in the years 1975 through 1979
is $53,868,000, $57,120,000, $139,905,000, $81,557,000 and $118,650,000 respectively.
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7. Employees’ Savings Plans

Prior to July 1, 1970 employees of Bell Canada
purchased Common Shares from Bell Canada
under the terms of employees’ savings plans
by deductions from pay of a proportion of
basic wages and by assignment of dividends
from the shares so acquired.

Effective July 1, 1970 the payroll deduc-
tion portion of the existing Employees’ Savings
Plan (1966) was cancelled and replaced by
the Employees’ Savings Plan (1970) entitling
employees to subscribe up to 10% of their
basic wages, which, together with a company
contribution (charged to operating expenses)
not to exceed 2% of such basic wages, is used

by a trustee to make monthly purchases of
outstanding Common Shares of Bell Canada on
the open market for the benefit of participating
employees. The assignment of dividends for
the purchase of shares under the Employees’
Savings Plan (1966) continues for employees
enrolled for such assignments prior to July 1,
1970. At December 31, 1974 deposits received
from employees, plus interest, aggregated
$2,715,000 under the Employees’ Savings Plan
(1966) and $532,000 under the Employees’
Stock Plans of The New Brunswick Telephone
Company, Limited and of Maritime Telegraph
and Telephone Company, Limited.

8. Pensions

Bell Canada and most of its subsidiary com-
panies have non-contributory plans which
provide for service pensions based on length of
service and rates of pay. The last actuarial
reviews of December 31, 1973 indicated that
all vested benefits were fully funded and that
on a winding-up basis no unfunded liability
existed in respect of past service pension costs.

The total provisions, including amounts
charged to construction, for the cost of pension
planswere $66,191,000in 1974 ($52,174,000
—1973).

9. Remuneration of Directors and Officers
During the year 1974, Bell Canada’s share-
holders were served by 22 directors. As such,
their aggregate remuneration from Bell Canada
was $213,000. Certain of them served also as
directors of Northern Electric Company,
Limited, a subsidiary company; as such their
aggregate remuneration was $35,000 from
that company.

Bell Canada had 32 officers during 1974
and their aggregate remuneration as officers
was $2,246,000. Two of the officers served
also as directors of Bell Canada.

10. Commitments

(a) Material contractual obligations in respect
of long term leases, principally covering
building space, amounted to $175,309,000
at December 31, 1974. Related rentals
incurred for the year 1974 amounted to
$9,434,000 and the minimum amount
applicable to the next five years is
$48,395,000.

Bell Canada has agreed to purchase a
mortgage for a sum not to exceed
$37,106,000 in the event of mortgage
payment default by the owner of a build-
ing. In such event the lease commitments
of $175,309,000 will be reduced by
approximately $75,902,000.

(b) Bell Canada and some of its subsidiary
companies have executed agreements with
Telesat Canada for the supply to them of
certain satellite telecommunication
services, the major portion of which ter-
minates in January, 1978. On December
31, 1974, the maximum obligation
under these agreements amounted to
$27,516,000 subject to reduction in the
event that any part of the said services
should be unavailable in accordance with
the terms of these agreements.




Auditors’ Report

The Shareholders,
Bell Canada.

We have examined the consolidated balance
sheet of Bell Canada and subsidiary companies
as at December 31, 1974 and the consolidated
statements of income, retained earnings,
premium on capital stock, contributed surplus
and changes in financial position for the year
then ended. For Bell Canada and those
subsidiaries of which we are the auditors, our
examination included a general review of the
accounting procedures and such tests of the
accounting records and other supporting
evidence as we considered necessary in the
circumstances. With respect to those
subsidiaries of which we are not the auditors,
we have carried out such enquiries and
examinations as we considered necessary in
order to accept for purposes of consolidation
the reports of the other auditors.

In our opinion, these consolidated financial
statements present fairly the financial position
of the Company and its subsidiaries as at
December 31, 1974 and the results of their
operations and the changes in financial posi-
tion for the year then ended, in accordance
with generally accepted accounting principles
applied on a basis consistent with that of the
preceding year.

Touche Ross & Co.
Chartered Accountants.

Montreal, Que.
February 12, 1975.

Bell Canada — Non-Consolidated
Benefits and Pensions

Year 1974

Sickness Benefits .......cccvveennns $3,687,634
Accident Benefits ...........cec..... 257,612
Death Benefits ..........covveevvinnnn.n. 1,422,638
Disability Pensions .................. 353,043

Bell Canada has established a fund with The
Royal Trust Company, Montreal, as Trustee.
This fund is irrevocably devoted to service and
deferred pension purposes. Under an accrual
program based on actuarial studies, regular
payments are made to the fund by Bell Canada
and amounted to $38,909,630 in the year
1974. The amount in the fund fully provides
for future payments to those now on the
pension rolls and those now entitled to retire
on service pension at their own request, or to

a deferred pension. The fund is not a part of
the assets of Bell Canada and is, therefore,
not reflected in the balance sheet.
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Tele-Direct, a member of the Bell Canada
family of companies, prints over 13 million
telephone directories annually.

Integration—
the key
element

An experiment in marketing — the Phone Centre.

The SP-I family of electronic switching
systems provides new services for business
and the home.




Bell Canada is currently assessing the service
needs of its rural customers.

“"Datapac’’ — a new nation-wide network for
data communications.

_The Bell Canada Group of companies
expanded virtually all aspects of tele-
communication activity in 1974 in
response to increased customer
demand. Our customers represent a
great majority of all Canadians.

The ability of the enterprise to
respond rapidly to the needs of
Canadians with new and expanded
services and proven products is one of
the major benefits derived from the
integration of telecommunication
planning, research, manufacture and
operations. The continued profitable
performance of the group, combined
with the provision of low-cost universal
telecommunication services, are further
evidence of the value of integration.

Bell Canada is a world leader in
telecommunications in partnership with
more than forty affiliated companies.
The group is the nation’s largest indus-
trial entity, with total assets of more
than $5.8 billion. As an employer of
over 80,000 able people, and one of
the largest corporate taxpayers in the
country, the Bell Canada Group of
companies contributes directly to
Canada’s national and regional
economies. Its purchases and capital
expenditures stimulate economic
development in hundreds of Canadian
communities.

Operating the Network

Bell Canada and its telephone company
affiliates operate approximately 70 per
cent of Canada’s estimated 12 million
telephones. They spent about $983
million in 1974 to replace or mod-
ernize existing installations, to relocate
services for today’s highly mobile
customers, and to meet increasing
demands for diversified telecommuni-
cation facilities.

An important portion of this capital
outlay goes to ultra-modern telephone
exchanges, such as the SP-I. The SP-I
is a computer-controlled electronic
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Consulting Services Group offers services to
telecommunication companies throughout
the world.

Providing improved telecommunication services The Vucom Il video display computer terminal
to people in Canada’s far north. provides rapid data transmission services for
business customers.
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switching system designed by Bell-
Northern Research and manufactured
by Northern Electric. It is more effi-
cient, dependable, versatile and costs
less to operate than the step-by-step or
crossbar systems it replaces or sup-
plements. And it provides a wide range
of new services for both business and
residential customers. At the end of
1974, there were 20 SP-| systems in
operation within the Bell Canada Group
of companies.

Another major undertaking at Bell
Canada in 1974 was the LD-4 digital
coaxial cable carrier system, a multi-
million dollar project. The LD-4 is
capable of transmitting 20,000 simul-
taneous telephone conversations or
computer communications on a single
cable. The system is scheduled for
service during 1975 in the busy
Montreal-Ottawa communications
corridor with extension to Toronto
in 1976.

Better Serving Residential and
Business Users

In 1974, Bell Canada introduced a new
telephone shopping convenience for
residential customers — the Phone
Centre, available on an experimental
basis in three test areas. Customers
may visit the Phone Centre, select a
telephone from many models, take the
set home and plug it into pre-installed
outlets in their residence. If the concept
proves popular with customers, the
Company will extend the service to
other areas.

As part of a continuing assessment
of customers’ needs, Bell Canada in
1974 surveyed the telephone service
requirements of rural householders.
This information will assist the Com-
pany in meeting the future service
needs of rural subscribers.

To meet the growing use of com-
puter communications by business,
Bell Canada, in conjunction with the

Trans-Canada Telephone System,
offers a variety of services through its
Computer Communications Group.
Among the most recent services
offered are the Vucom Il visual display
computer terminal; the Datacom 500
and 600 high-speed teletypewriters;
and the Dataroute, the world's first
nation-wide digital data transmission
service available on a commercial
basis.

The newest service is Datapac, a
packet-switched digital data network
with the capability of connecting any-
one to any computer over a common
shared network. Datapac is designed to
become the basic Canadian network for
data communications, just as the tele-
phone network is for voice. The system
is the most advanced development of
its kind in the world, and it will further
enhance Canada’s acknowledged
leadership.

Datapac 1000, available now, is an
inquiry-response service which trans-
mits sales data, stock quotations,
reservations, credit card verification
and inventory control data. The service
is being provided on interim technology
until the full Datapac network is
operational in mid-1976.

While Bell Canada’s primary tele-
communication market is Canada, it
also exports its technology and know-
how overseas. The Company’s Con-
sulting Services Group was formed in
1967 to permit telecommunication
organizations around the world to
benefit from our technological
expertise. In recent years, the group
expanded its services to Africa, Europe,
Asia and South America. It has three
training schools located in Canada.

Telecommunications for

Canada’s North

Bell Canada is actively engaged in
providing telecommunication services
to the Arctic regions. The Company is
a shareholder in Telesat Canada and a
major user of ANIK-1, the world's first
synchronous domestic communication
satellite, launched by Telesat Canada
in 1972. Bell Canada’s use of ANIK-I
enables the Company to provide im-
proved communications service to
settlements and exploration activities
in Canada’s far north.

About 8,000 people living north of
the 51st parallel in Ontario will be
served by a new telephone network
scheduled to begin operation in 1976
and 1977. Bell Canada and the Ontario
Ministry of Transportation and Com-
munications developed the new system,
which will use both a Bell Canada
microwave system and Telesat Canada
earth station satellite facilities.
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Northern Electric’s subsidiary in Istanbul
produces equipment for Turkey’s national

telecommunication system.




Building the Network

Northern Electric Company, Limited is
one of the largest telecommunication
equipment manufacturers in the world.
Its sales to all major Canadian tele-
phone companies account for an
estimated 75 per cent of this market,
though less than 50 per cent of its total
sales are to Bell Canada.

In recent years Northern Electric
has become established in international
markets both as an exporter and multi-
national manufacturer. At the end of
1974, the company and its subsidiaries
operated 24 manufacturing plants in
Canada, five in the U.S., and three
others in Europe and Asia.

Manufacture and Supply

Northern Electric and its subsidiaries
have operations in all Canadian
provinces. A major subsidiary, Nedco,
is a fast growing national distributor of
electrical, electronic and industrial
products. More than 80 per cent of the
products it distributes comes from
sources other than Northern Electric.
Nedco and its subsidiaries operate
some 50 sales offices across Canada.
The largest proportion of its sales are
to contractors, manufacturers, power
utilities, telephone companies and
governments.

International Expansion

Northern Electric has been rapidly
expanding into international markets.
The company and its subsidiaries now
have manufacturing, sales or purchas-
ing operations in the United States,
United Kingdom, Ireland, Holland,
Turkey, Malaysia, Singapore and
Hong Kong.

Northern Electric’s principal tele-
communication equipment manufac-
turing and marketing subsidiary is
Northern Telecom Inc., with its head
office in Boston, Massachusetts, and
five plants in major U.S. market areas.

Northern Telecom'’s principal
market consists of independent tele-
phone companies, which operate
approximately 25 million telephones.
The company is also increasing its
sales to companies in the Bell System
in the United States.

New subsidiaries formed in 1974
included Northern Electric (Europe)
N.V., based in Amsterdam, to serve the
European Economic Community tele-
communication market and Northern
Electric (Asia) Limited, to serve
markets in Southeast Asia. Northern
Electric (Asia) is totally owned by
Northern Electric (International) N.V.,
also incorporated in 1974 and based
in Amsterdam. Northern Electric also
made or is negotiating a number of
licensing, distribution and joint venture
agreements with companies in Europe.

Major Products

One of Northern Electric’s principal
product lines is telephones and busi-
ness communications systems. Recent
product introductions include: the
Centurion, a vandal-resistant, more
modern coin telephone; the Logic
series of key telephone sets, designed
primarily for the business communica-
tions market; and, introduced in 1974,
the Pulse 120, another new business
communications system providing a
wide range of new services particularly
suited to smaller businesses. These,
and other similar Northern Electric
products, make better use of modern
technology to provide greater flexibil-
ity, simplicity, speed and economy of
telecommunications.
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The Logic series of key telephone sets has
won wide acceptance from business users.

The Pulse 120 business communications system The RA-3 family of radio systems has been sold
is ideal for smaller businesses. to many Canadian and international telephone
companies.




The new LD-4 digital coaxial cable system,
now being installed in the high-capacity
Montreal-Ottawa-Toronto route.

Splicing LD-4 cable at Northern Electric’s wire
and cable division. The system can
accommodate 20,000 two-way voice channels
on a 12-tube coaxial cable.

The peg locator enables telephone companies
and public utilities to pinpoint underground
equipment via radio frequencies.

Nedco Ltd., the largest distribution company
of its kind in Canada, sells a wide range of
electrical and industrial products throughout
the country.

Northern Electric also produces
step-by-step, crossbar and electronic
switching equipment. Mentioned
earlier, the SP-I, manufactured exclu-
sively by the company, is now in ser-
vice across Canada and from Alaska to
Florida. Since the product’s introduc-
tion, 115 SP-l systems, having a total
sales value of more than $300 million,
have been installed or were on order
at the end of 1974.

The company also manufactures
high-performance transmission
systems, including multiplex and
microwave equipment. A major product
in this market is the RA-3 family of
radio systems, used in several coun-
tries for long-haul, heavy-route
microwave transmission.

Another Northern Electric innova-
tion is the peg locator. Using radio
frequencies, the unit detects pegs
buried along underground cable and
enables telephone companies, hydro
and public utilities, municipalities and
contractors to pinpoint underground
cables quickly and accurately.

Designing the Network
More and more of the innovative sys-
tems and equipment manufactured
and sold by Northern Electric and
introduced into telecommunication
operation by Bell Canada in recent
years are the result of research and
development work done by Bell-
Northern Research Ltd. (BNR). This
company, with a staff of over 1,700,
including more than 800 engineers,
scientists and technical personnel, is
Canada’s largest privately-owned
research and development organization.
Bell Canada’s close association
with BNR enables the Company to
apply technological innovation in
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Research that leads to new and cost-saving BNR adapted a special semi-conductor memory
technology is a cornerstone of BNR activities. technology for use in the Centurion coin telephone.
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improving service performance to help
offset rising costs and to meet diverse
customer needs. In 1974, the Bell
Canada Group of companies spent
$47.6 million for telecommunication
research and development work
undertaken by BNR.

In addition, BNR provides services
for other companies in the Trans-
Canada Telephone System and for
governmental agencies and indepen-
dent organizations in North America.

BNR designed the SP-| electronic
switching system, the LD-4 coaxial
cable carrier system, and adapted
Metal Oxide Semi-conductor memory
technologies for use in the SP-1 and the
Centurion coin telephone. The light-
weight, miniaturized, noise-free
Electret microphone was first devel-
oped as a commercially viable device
at the BNR laboratories.

TOPS (Traffic Operator Position
System), a cordless switchboard,
manufactured by Northern Electric,
was designed by BNR. An integral unit
of the SP-I long distance system, the
TOPS computerized console equipment
improves working conditions for
operators, and reduces the cost of
handling long distance calls.

A dramatically new business com-
munications system, the SL-I, is now
being readied for the market by BNR
and Northern Electric. The SL-1 will be
the first system to use stored program
computer control and digital switching
technology.

Pioneering the Technologies

of Tomorrow

There has been growing interest in
scientific circles in a new concept in
semi-conductor electronics. This is the
technology of charge-coupled devices
(CCDs), for which BNR scientists have
developed a simple and effective
production process. Charge-coupled

TOPS will provide a comfortable and efficient
work station for long distance operators.
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The Electret microphone developed at BNR has
attracted world-wide attention.

devices can perform electronic func-
tions in computers and telecommuni-
cation systems that otherwise would
require integrated circuits and semi-
conductors of much greater complexity.
CCDs may in the future provide a
source of high-density, low-cost mass
memories for telephone switching
systems. In 1974, BNR developed a
large scale CCD memory device which
has been made available in prototype
quantities.

Communication by means of light
sent along optical fibres offers signifi-
cant possibilities for new transmission
systems in the future. Optical fibres are
especially attractive because of their
small size and high capacity. For
example, each fibre is capable of
carrying 1,000 telephone conversa-
tions, streams of computer data or
several radio and television programs
simultaneously. BNR is currently
developing applications for fibre optics
transmission systems.

Expanding Research Operations

In January, 1975, a wholly-owned
subsidiary, BNR Inc., was formed. To
be located in Palo Alto, California, this
new centre will undertake projects
complementing those being developed
in Canada. BNR also established a new
telecommunication research centre in
Montreal to conduct systems studies
on telecommunication transmission,
distribution and maintenance.

Simply stated, the integration of re-
search, manufacture and operations
joins in common purpose the people
who plan, design, build, operate and
manage the telecommunication net-
work . . . a process that provides Bell
Canada customers with economical,
efficient and top-quality telecommu-
nication products and services and,
in addition, contributes to Canada’s
position of world leadership in the
field.

BNR is currently investigating the applications of
fibre optics transmission systems.
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Statistical Summary

Bell Canada — Consolidated Data 1974 1973 1972 1971 1970
Income Statement Items (thousands of dollars)
Operating revenues . $1,693,380 $1,487,808 $1,301,058 $1,156,707 $1,058,511
Sales revenues — manufacturlng and dlstrlbutlng 972,226 613,772 535,025 577,401 563,611
Income before extraordinary items ... I 224,436 199,975 176,394 151,230 132,802
e Ty 1 e O e e 224,436 205,371 175,486 151,230 132,802
Preferred dividends............. 17,594 14,020 13.079 9,350 5,706
Net income applicable to common shares 206,842 191,351 162,407 141,880 127,096
Balance Sheet Items (thousands of dollars)
Total property — net* . IR $5,050,201 $4,436,356 $4,047,780 $3,721,708 $3.405,377
Preferred equity” 332,002 248,988 197,991 197,997 93.997
Common equity* 1,870,681 1,768,322 1,670,192 1,601,924 1,656,240
MINOFY INterest™ i annmasmnymsas 154,358 140,189 109,569 83,434 83,079
Long term debt* . . 2,382,436 2,080,231 1,904,001 1,794,857 1,628,664
Capital expenditures 982,992 693,461 606,311 554,561 481,402
Common Share Data
Earnings per common share
before extraordinary items .. $6.57 $5.04 $4.44 $3.87 $3.50 °
after extraordinary items $5.57 $5.18 $4.41 $3.87 $3.50
Assuming full conversion of convertible preferred shares
before extraordinary items ... $5.34 $4.86 $4.32 $3.82 $3.49
after extraordinary items ..............o.. R $5.34 $4.99 $4.30 $3.82 $3.49
Dividends per COMMON Share . ..............ccccooevieiiii i, T $3.12 $2.85 $2.65 $2.65 $2.50
Equity per common share* $50.10 $47.79 $45.30 $43.60 $42.50
Average common shares outstanding (thousands) .. ... 37,128 36,931 36,808 36,680 36,262
Per cent held in Canada* o SRS 96.0 96.0 959 95.8 95.7
Number of shareholders (including preferred)‘ 230,630 237,458 240,950 245,143 249,424
Bell Canada — Non-Consolidated Data
Income Statement Items (thousands of dollars)
Operating revenues $1,440,123 $1,275,204 $1,125,416 $1,018,787 $ 936,636
QOperating expenses ... 1,010,715 875,988 766,414 691,963 623,932
Income taxes ... .. 161,138 149,759 126,808 122,126 126,531
O R T M COMNIO L oo sisinessnss sisvsssinestiny vsimss et sasisins xvisaissssassbvsepinbrasivadsvest 44,630 39,278 32,203 29,786 24,6586
Interest charges ... o e 127,590 113,225 98,701 87,194 77,497
Income before extraordinary [z £-7 R ORI 185,310 175,510 165,696 147,290 133,262
Net income e st S SRS A i e 185,310 180,906 164,788 147,290 133.262
Per cent return on total capital ... ... AR R SRR A R R e 8.0 7.9 7.8 7.4 72
Interest in per cent of average debt et e et ARE RS 6.7 6.4 6.2 5.9 5.7
Times interest charges earned after taxes 2.5 2.6 2.7 27 2.7
Balance Sheet Items (thousands of dollars)
Telecommunication property —net* ... $4,231,486 $3,754,816 $3,454,364 $3,176,731 $2,898,739
Investments* ... . 343,819 319,674 318,199 309,391 295,919
Preferred equity® 332,002 248,988 -197.991 197,997 93,997
Common equity* 1,769,539 1,705,811 1,640,672 1,681,674 1,539,930
Long term debt* . 1,983,453 1,772,238 1,652,238 1,541,504 1,386,504
Capital expenditures ... ... s 783,103 554,218 507,716 471,633 402,063
Other Statistics
Telephones in service® . .. ) 7,518,505 7,102,308 6,742,184 6,295,258 6,007,507
Local calls (thousands) ... . . . 10,693,419 9,849,738 9,464,990 8,874,925 8,493,601
Long distance messages (thousands) 448,438 395,851 350,951 304,676 286,615
Number of employees® ... . 46,484 43,033 40,953 39,136 39,079
Salary and wage payments (thousands of dollars) ................ . $ 487,116 $ 421,841 $ 376,129 $ 333,845 $ 301,899

*At December 31
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