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FIFTY-FOURTH ANNUAL REPORT
OF THE DIRECTORS

FOR THE YEAR ENDED 31st DECEMBER
1933

To the Shareholders:

Your Directors respectfully submit the following report of
the Company’s operations for the year 1933 and of its financial
position at the end of the year.

There was a continued decrease in the number of telephones
in use; 171,773 were connected and 213,602 disconnected, a net
loss of 41,829 compared with the greater figure of 61,765 in 1932,

It is to be noted that in the first half of 1933, the number of
telephones fell off by 33,833, and in the second half by 7,996.
This comparison shows not only an improving trend of business
but points definitely to the time at which its effect was felt.

The trends of long distance use and revenues have been
similar. The gross receipts for this service were less by $600,000
than in 1932, but there was a definite improvement during the
last quarter of 1933.
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Active sales work was continued and contributed in large
measure to the improvement over 1932. Thirty per cent of all
new business secured was due to the co-operation of the general
body of employees with the sales forces.

There were 671,139 telephones in service at the end of 1933,
distributed as follows:—

BUsiness . il . 238,291
Residence............ 432,848

Included in this total were 69,199 extension telephones.

Other telephone systems in Ontario and Quebec with which
we interchange service now number 849, serving 137,170 tele-
phones, a decrease of 6,610 during the year.

REVENUES
Local service revenue was $26,955,759, a decrease of seven per
cent compared with the year 1932.

Long distance revenue was $7,400,371, a decrease of approxi-
mately eight per cent compared with the year 1932.

Miscellaneous revenues and revenue from outside investments
were $1,339,106, a decrease, after giving effect to certain adjust-
ments, of twenty-seven per cent compared with the year 1932,

From all sources, the gross revenue of the year was $35,-
695,236, a decrease of eight per cent from the total of 1932.

ExPENSES

Decrease in the volume of business compelled a further spread-
ing of available work, and all officers and employees are on part
time, as well as subject to discount from pay. The result of these
and other economies has been a reduction of approximately
eleven per cent in telephone operating expenses which now in-
clude rent and miscellaneous deductions formerly classified as a
deduction from gross income.

The net income available for dividend is $4,329,442, or
$5.62 per share of average outstanding capital stock.

The reduction of dividend to $1.50 per share made effective
the first quarter of 1933 was continued throughout the year,
making a total payment of $6.00 per share as against $7.25 in
1932.



Notwithstanding the reduction in expense above mentioned
it was necessary to draw upon surplus to the amount of $292,277,
to provide for the reduced dividend, which amounted to $4,621,-
719.

There has been a further charge to surplus of $335,135 in
connection with repayment of American loans, referred to else-
where in this report. This, with small miscellaneous deductions,
reduces surplus by $628,596.16.

FINANCING

Other than the sale of stock to employees on the instalment
plan, no permanent financing was undertaken in 1933; 743
shares of capital stock, of a total par value of $74,300, were
issued to employees who had completed payments on sub-
scriptions under the Employees’ Stock Plan.

On December 31, 1932, the amount of United States funds
owed by your Company to the American Telephone and Tele-
graph Company was $12,245,000. By the end of December,
1933, this indebtedness had been reduced to $235,000, which has
since been repaid. To effect this result United States funds
were purchased from time to time at premium rates on a continu-
ously declining scale and finally at a discount. The average
premium cost was 5.84 per cent. Appropriations from surplus
totalling $500,000 had been made in previous years to meet this
expense and the balance, amounting to $335,135, is charged to
surplus this year.

To aid in financing purchases of United States funds, advances
of Canadian funds were obtained from the Company’s bankers to
a maximum amount of $7,000,000 against which the Company
hypothecated as collateral security a like amount of its Series C
First Mortgage 59 bonds. To December 31st repayments on
account of these loans totalled $350,000, leaving a net indebted-
ness to the Company’s bankers of $6,650,000. No new financing
on this account is at present in prospect, nor does the con-
struction programme call for any large capital expenditure.

The reduction in loans during the year amounted to $5,360,-
000. For this purpose cash, call loans, and marketable securities
on hand at the end of 1932 were utilized in addition to unex-
pended funds from the depreciation reserve.
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NUMBER OF SHAREHOLDERS

As of December 31, 1933, there were 20,531 shareholders.
Of this number 19,247, or 93.8 per cent, live in Canada; 55.9 per
cent of the shareholders are women.

Holdings are distributed as follows:—

Int@anada¥tisier oo 66.3 per cent

In British Isles and other parts
ofithelEmpireriiin ... .k 4.8 71.1 per cent.

In United States ... - 28.4

(this includes A. T. and T.
Co.’s holding of 24.3 per cent)
In other foreign countries. .. .. ) 28.9

100. 0 per cent.

3,876 employees are shareholders to the extent of 29,063
shares.
PrANT
Gross additions to the Company’s plant in 1933 amounted
to $8,878,000, of which the principal items were:—

Eand andEBuildingst s 0 e S 36,000
Central Office Equipment.............. 1,474,000
Subscribers’ Station Equipment. ........ 4,685,000
QutEide Blant s o b e i 2,515,000

The original cost of plant retired from service during the
year was $9,919,000.

The value of plant retired from service during the year,
while high in comparison with the expenditures made for new
plant, was some $2,200,000 less than in 1932. The continued
loss in telephones, particularly in the early part of the year,
necessitated the removal of a large quantity of equipment.
This, together with the retirement from service of four large
manual offices, as a result of conversion to dial operation,
accounted for the major portion of the retirements.
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BuiLpiNGgs

The only building projéct carried out during the year was
the construction of a garage in London.

EqQuipMENT

Dial projects have been proceeded with only where the ulti-
mate operating economies and service advantages have made it
desirable. The conversion programme has been continued in
Montreal, Toronto, and Quebec.

At the end of the year there were 346,448 dial operated
telephones in the five cities so served, representing 85 per cent
of the total telephones in these cities and 52 per cent of the total
Company stations.

A new dial exchange, “‘LAkeside’, was completed in Toronto,
and an extension of the dial equipment in Quebec completed the
conversion from manual service. Quebec thus became the first
city in our territory to be operated wholly on a dial basis.

The first installation in this Company's territory of an
unattended dial exchange was made at Oka, Quebec, where a
new exchange was opened. Other exchanges of this type are to
be installed where suitable.

Extensions of dial equipment were made in “DExter”
exchange in Montreal and in “MElrose’’ exchange in Toronto.

Extension of the dial system involved the retirement from
service of the 'WAlnut” manual office in Montreal, of the “LAke-
side’ and ‘“Hlllcrest’ manual offices in Toronto and the manual
office in Quebec.

ToLL PLANT

Expenditures on long distance plant were chiefly on account
of the necessary reconstruction of pole lines and to repair storm
damage.

TraNs-CANADA TELEPHONE SYSTEM

Effective operation of the Trans-Canada System, officially
opened in January, 1932, continued. The grade of service
rendered in this long-haul traffic was highly satisfactory. During
the latter half of the year, due to improving business conditions,
there was a marked increase in volume.
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TrANS-ATLANTIC TELEPHONE SERVICE

Traffic over the direct Montreal-London channel continued
satisfactory in quality during 1933. When this service was
inaugurated, the traffic was limited to calls between Quebec and
Ontario on the Canadian side and to the British Isles. On
January 1st, 1933, the service was extended via London to
points in Europe, Asia, Africa, and Australia. On May Ist,
1933, a further extension of the service was made to include all
Canadian points.

There was a substantial increase in traffic during the latter

half of 1933.
SERVICE

In 1933 the high standard of service of recent years was
surpassed. The percentage of local calls completed increased
0.8 per cent over 1932 to 83.1 per cent, while the percentage
completion on long distance calls increased from 93.7 per cent
in 1932 to 93.9 per cent in 1933. The average time for estab-
lishing long distance calls was still further reduced, the average
for 1933 being 78 seconds per call, as against 83 seconds per call
in 1932.

During 1933, 92.4 per cent of all long distance connections
were handled while the subcriber remained at the telephone.

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

The number of troubles reported by subscribers continued at
the low level of 1932. When troubles did occur they were
cleared promptly, 85.4 per cent on business telephones within
two hours, and 94.8 per cent on residence telephones within four
hours.

StorM DAMAGE

Wire communication systems are never free from the danger
of storm damage. While in recent years the greatly increased
use of cable on long distance lines, replacing open wire, has done
much to lessen this, the annual toll taken by sleet on wire plant
is still heavy. Total expenditures in 1933 on this account were
approximately $500,000,—somewhat less than for 1932. Last
year's damage occurred mainly in the Eastern end of the Com-
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pany's territory where destructive storms have been usually
less frequent than in the Central and Western sections.

EMpPLOYEES' BENEFIT PLAN

During 1933 benefits and pensions were paid in 2,172 cases
under the Plan for Employees’ Pensions, Disability Benefits and
Death Benefits, amounting to $397,492, divided as follows:

No. of cases Amount

g T oy H ot b i i o e el TR o 262 $165,498
Accident Benefits (including expenses). .. .. 163 12,976
SickniessBBENeATs Tt BN e o 1,600 167,211
DeathiBenefita st et e 57 51,807

EmpPLOYEES' STOCK PLAN

Of 10,010 employees eligible to subscribe for stock in the
Company, 4,596 are now subscribing for 19,179 shares.

LIFE INSURANCE

Under the Employees’ Life Insurance Plan adopted in 1927,
whereby premiums are paid through monthly deductions from
pay, 2,396 employees are carrying $7,504,200 of life insurance.

STAFF

The high standard of service which the public expects has
been maintained. This has been possible through the effective
co-operation of all employees. The problems of this difficult
time are being met by them with courage and understanding.
The directors wish once more to record appreciation of the work
done and of the spirit in which it has been undertaken, in trying
circumstances.

For the Board of Directors,

ERESSISE.
President.

Montreal, February 12th, 1934.
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THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE BALANCE SHEET, DECEMBER 31, 1933

ASSETS
FIXED CAPITAL:
Intangible Capitalleetepi s e a, - T S e $ 65,770.33
Patents acquired by the Company.
Land and Buildings. ..........coovvvenninnennnn.. 20,558,417.18
Real estate used for telephone purposes.
Telephone Plant and Equipment................... 166,551,367.64

Central office and subscribers' station equipment, poles, wire,
cable, underground conduit, right-of-way, etc.

Genersk Equipmient;. . o e e s TR0 4,141,003.43

Office furniture and fixtures, storeroom and garage equipment,
motor vehicles and tools and implements.

$191,316,558.58

INVESTMENT SECURIEIES . Tt oot i 14,113,397.04

CURRENT ASSETS:

Cash and Special Deposits. . ...................... $  280,058.69
Cash on hand to meet current needs and funds on special deposit.

Material and Suppless e s s it 1,651,153.01
Material and supplies held in storerooms and yards available for
immediate use in the business.

Notes:Recervablert, il | ol s 408,218.24

Accounts Receivable and Other Current Assets. . .... 2,907,625.79
Current accounts due the Company for telephone service (less
provision for uncollectible accounts), interest, dividends and
sundry miscellaneous items; also cash held by employees and
agents as working advances.

5,247,055.73

DEFERRED DEBITS:
Brepavinents. 2 e e e i e $ 611,447.30

Rents, taxes, insurance, cost of directories and other expenses
pmgaid and applicable to period subsequent to December 31,
1933,

Discount on Funded Debt. . .........coovvueenn... 1,527,579.44
Balance of unamortized discount and expense pertaining to
bonds outstanding.

OtheriPeterred Debikgt fStiimgite. . . o= 08 484,260.35
Miscellaneous items, the final disposition of which had not been
determined at December 31, 1933.

2,623,287.09

TOTAL ASSEES . ittt a e i ah s st a g e e rers Sloiae s $213,300,298.44

Approved for Board of Directors:

W. F. ANGus, Director,
GrorGE CAVERHILL, Director.
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THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE BALANCE SHEET, DECEMBER 31, 1933

LIABILITIES
CAPITAL STOCK:
Common Stock (Authorized Capital—$150,000,000.00) $ 77,082,000.00
Par value ($100.00) of common stock outstanding.
LONG TERM DEBT:
Bonds—59, First Mortga%;:
Series “ A"—maturing March 1, 1955............ $ 30,000,000.00
Series ‘‘B""—maturing June 1, 1957.............. 30,000,000.00
Series “C"—maturing May 1, 1960 $ 14,500,000.00
Less issued but not sold—deposited
as collateral against Bank Loan.... 7,000,000.00 7,500,000.00

(Series “'A,” “B" and “C" Bonds and interest thereon are

payable in gold coin of the Dominion of Canada or of the United

States of America, at the option of the holder.)

INOERR: <= 25 e e e e L L e 4,798,703.23
Notes sold to Trustee of Pension Fund.
—_—  72,298,703.23

BEEVAINS | & oiihiie e irh s heratubat i b e e uTa T s 0 b s rermtetn v uio aiminin 6,885,000.00

Loans from bank and others.

CURRENT LIABILITIES:
INotesiRayable e i e e i oo $ 103,757.09
Notes payable within one year from date of issue.
Customers’ Deposits and Advance Billing and Pay-
PHOIEN -1y aT b hol s Taats 4 a3 e oty b e 930,785.66
Deposits as security for payment of bills and advance billing and
payments for telephone service. R
Accounts Payable and Other Current Liabilities. . ... 1,021,180.99
Amounts owing for pay rolls, supplies and sundry miscellaneous
items which are in process of settlement.
—_— 2,055,723.74
ACCRUED LIABILITIES NOT DUE.............. 2,362,549.07
Taxes, interest, dividends and rents applicable to period ended
December 31, 1933 but not due until after that date.
DEFERRED CREDITS:
Employees’ Stock Plan—Instalment Payments. ..... $ 833,700.11
Instaiments paid by employees who are subscribing for capital
stock together with accrued interest.
Other Deterred Credits. . o.. . o i o o s 388,764.12
Miscellaneous items, the disposition of which had not been
determined at December 31, 1933.

1,222,464.23
RESERVES:
Depreciation REserve. « ... o eeie e itisiis s paisie s $ 41,382,228.31
Provision for the ultimate retirement of telephone plant when it
has served its useful life.
Amortization Reserve. .. ..o vevnbylysionvonsinnsaass 60,288.55
Prong{onc f(?pi ttallle oﬁst gg patintli Ix_ac:::ﬂed under Assets as In-
' Ti re.
tangible Ca; when the patent rig expire 41,442,516.86
PREMIUMS ON CAPITAL STOCK............... 6,205,429.74
g;ce;a over par value ($100.00) received from sale of Capital
ck.
SURPLUS:
Uneporoptiated SUppINE e e 3,745,911.57
Surplus accumulated during the history of the Company.
Decrease during the year $628,596,16 comprising:
Deficit for year (after dividends)............... $292,276.73
Balance of premiums on loans re-
paid in United States Funds....... $835,135.00
Less amount appropriated for this
purpose in previous years......... 00,000.00
—  335,135.00
Miscellaneous Deductions (net)......... REEERER 1,184.43
= 108 BN B B L 23 0L (110 0 DS o i i s e e e A e RO A A AR $213,300,298.44

E. PaLy, Vice-President & Comptroller.
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THE BELL TELEPHONE COMPANY OF CANADA
DESCRIPTIVE INCOME STATEMENT
Year Ended December 31, 1933

TELEPHONE OPERATING REVENUES..........
Revenues from local and toll service, telephone directory adver-
tising and miscellaneous telephone operations.

Less:
Uncollectible Operating Revenues..................
Revenues which have proved to be uncollectible.

TOTAL OPERATING REVENUES........

TELEPHONE OPERATING EXPENSES:

Operation Expenses e e o e
Cost of operating the telephone property, including operators’
wages and expense of handling messages, billing and collecting
subscribers’ accounts, directories, sickness, accident and death
benefits, pensions, rents, etc.

CrTen N A Tn e [ A e iy, o o L
Cost of inspection, repairs and rearrangements required to keep
the telephone plant and equipment in good operating condition.

Pepreciation : <o s it e s e & e s e
Provision to meet loss of investment when telephone 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

TOTAL OPERATING EXPENSES........

NETOPERATINGIREVENIIES SR, .

OperatingiTaxes oo s s e
Dominion, Provincial and Municipal taxes applicable to the
current year.

NETLOEERATING INCEME S S et eniion

Net Non-operating Income. . .....................
Dividends and interest received from securities owned, interest
on bank balances and other miscellaneous income, less lexpenses
incident thereto.

INCOME AVAILABLE FOR FIXED CHARGES...
Fixed Charges:

Borid8lntereat e s Ny N e Ln | e
Interest charges on outstanding bonds.

Other Interesty e s s s st
Interest charges on other debt obligations.

Amortization of Discount on Funded Debt........
Proportion of debt discount and expense applicable to the year
in connection with outstanding bond issues.

[0 1T P s e e L o S o e R

BALANCE AVAILABLE FOR DIVIDENDS.......
VI R s te s o e TeleTate s el als e el ols ais elaia s hetaT e

Dividends to owners of outstanding common stock.

DERICITECHARGED STOSSURBEUS ..ot as

§ 35,319,329.77

332,596.46

$ 34,986,733.31

$ 0,804,718.84

7,003,652.64

7,430,454.00

24,328,825.48

$ 10,657,907.83
2,160,100.00

$ 8,497,807.83
375,905.84

$ 8,873,713.67

$ 3,375,000.00

992,341.87
69,756.92
107,172.61
§  4,544,271.40
4,329,442.27
4,621,719.00
$ 292,276.73

E. PaLm, Vice-President & Comptroller.
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MONTREAL, QUE.,
January 30, 1934

AUDITOR’S CERTIFICATE

THE BELL TELEPHONE COMPANY OF CANADA,
MONTREAL.

1 have examined the books and records of The Bell Telephone
Company of Canada for the year ended December 31, 1933, and
have obtained all the information and explanations required by
me.

In my opinion the attached Balance Sheet and Income State-
ment are properly drawn up so as to exhibit a true and correct
view of the financial position of the Company at December 31,
1933, 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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SEATISTICS
December 31, 1933

NUMBER OF TELEPHONES:

Company Owned—Manual Service.........oovveennnnnnns 324,595
54 o D T T e e o o R 346,544
——— - 671,139
Connecting and Miscellaneouss . i i il o e e e s 137,170
L s o L o RO e Ll g L L S 808,309
NUMBEREOF CENFRALIOREICES . .. ...voe il bl ik e vites 404
NUMBER OF OWNED BUILDINGS................ e e 108
M S G P O B e N SR e R e s i il . 24,906
MILES OF WIRE:
In Underground Cable. ........... O A A e D SO 2,335,428
b oa e s o0 e L e R e R e 807,373
O pen e s o e v e 228,117
—_— 3370918
MILES OF SUBWAY (Length of Street Occupied).........cvvenvnrnnn. 908
L S e A T T e e e 4,612
AVERAGE DAILY CONNECTIONS: (Year 1933)
16000 b A e S B L s S SRR R [ S T S e el 4,803,300
e e i s ahe  Ea 47,500
NUMBER OF EMPLOYEES:
M aler 2z o L RS OIS <= T T S e 4,554
el e e 5,492
] 10,046
TOTAL PAY ROEESEORSNVEARI033, .. et il e $13,629,279
NUMBER OF SHAREHOLDERS;
I Canada A i s 19,247
Elsewhere............ ettt L s el 1,284
20,531
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