h) f-:) 2

ANNUAL REPORT
of the
AMERICAN TELEPHONE
AND TELEGRAPH COMPANY

FOR 1936

195 BROADWAY
NEW YORK

TBOAKDS

%







American Telephone and Telegraph Company
195 Broadway

New York
ﬁ""‘ g’
e "'q( OFFICERS
(o S/
\: Q« V4 President

W
Nl WaLTER S. GIFFORD

Vice Presidents

Bancrorr GHERARDI E. S, WiLson C. M. BRACELEN

F. B. JEweTr C. P. CoorEr A. W. Pace

E. F. CARTER T. G. MILLER RoserT W. CurraAN
Secretary

R. H. StrAHAN

Treasurer Comptroller
James F. BEnax C. A. Heiss
DIRECTORS
Cuarres Francis Apams Wavrter S. Girrorp
Wintaror W. ALDRICH Hare HoLpen
Georck F. BAKER Davip F. Houston
James F. BeLL Epwarp E. Loomis
CrarLEs P. CooPER ARrTHUR W, PAGE
Joux W. Davis Tromas NELson PErRkINs
‘ Epwarp D. DurriELD PuiLie Stockron
' W. Cameron ForBEs Myron C, TavrLor
GEeorGE P. GARDNER SamueL A. WELLDON

Danier WiLLARD



*soruedwoo wasdg fog yua Esgﬂ.-u“_d

9o 24Ty puw

sEale 2591} JO [[& A[wau ut ajuiado osfe saruedumod suoydapay 191 “Luedwo)) UWUIWY A1} YA SJUSWLFUBLIE JORIIUOD IKUIN| JARY NG PI[OIIUCD

jou ae soruedmod yoga ‘fuvdmoy) auoydapay, [[og urqingng puw Heuupul) oYy, pue Luedwo)) suoydapay, puefiuy MaN UIS[INOG oM.H

§BAIE OS[E mh.-.!_EOO q

vidapa, pue suoydsja |, uwowswy 3y} Jo sauerpisqns suoydape} [edpuwd oy} £q A[[esdusd Paalss EUAIE SMOYS JA0(B

£q poates
v oy y,

bk i
OU.JU.—M g M3L w-w:OU nl_w.__. 7738 w
WOWE | | o =
~338 N¥IHLNOS! : P
o TR < e S NY3ILSIMHLNOS vino3
™ .\.\. QoL oRvIISIUND 7 b v m. MGH QT e.
Rt 2 g SERRN . SR :
T m - O <
4_1m.w¢._.._w _wn“. . AN 31 SIS i _L.H.J..lni!.._{i! _q e
_.om.u:mvut pwwﬁ.ww —v {00131 a3umn 3 0313 H 3 035,
ey AT ) - Jonvag gy L% 3y =
v gouuiou '@ oo Ju‘—...“.-._um Salvic i so0vazy
oorBL IRl Uy sion oyoug —2 Nivitinow 5 e
oo g 30 0IHO 3R fynvid e T WL
__s..,ﬂ TAENN3S " puojahld Eigoborn) 02,131 7138 i
M L & e i i,
ﬂc.%) 21139 EL 7 000 | i { S — Pras, 0D N
; A oo 13LYIIEN W aom ©3713L T3 : \ ¥y
L& ' I e - LY. et ” ——
sty 4 HYOIHDIN .. m..uz.ww.mi JLviS-1dL Jmuxmhuru / U__&UTQ. =
B e i S SR e B R ;
1 v
NY3LSIMHLYON




B e e A s e e

Report of the Directors

of
American Telephone and Telegraph Company

New York, March 1, 1987.
To THE STOCKHOLDERS:

The year 1936 was one of progress for the Bell System,* in
which the publie, the employees and the stockholders all shared.
The number of telephones increased 881,000. Telephone service
was maintained at record high standard. Reductions in tele-
phone rates, including a reduction effective in January, 1937,
amounted to $36,000,000 on an annual basis. Governmental
bodies benefited by $22,800,000 more taxes than in 19385. The
number of employees, including those of the Western Electric
Company, Inc., and the Bell Telephone Laboratories, Inc., was
28,000 greater at the end of the year than at the beginning and
payrolls were $43,000,000 more than in 1935. The usual $9 per
share dividend on the stock of the American Telephone and Tele-
graph Company was earned by the System with a margin of
$16,600,000, or 89 cents a share.

The increase of 881,000 telephones in service in 1936 compares
with an increase in 1935 of 456,000 and in 1934, 298,000. There
were 14,453,000 Bell telephones in service at the end of 1936.
This number was still 740,000 less than the maximum develop-
ment which was reached in 1930, but was 1,725,000 more than the
low point of August, 1933. The System had therefore regained
about two-thirds of the telephones which it lost during the de-
pression.

Including the telephones of about 6,600 connecting compan-
ies and more than 25,000 connecting rural lines, there were at the
end of the year approximately 18,360,000 telephones in service
in the United States. Further extensions were made in overseas

* “Bell System” statements and data in this report consolidate the accounts and sta-
tistics of the American Telephone and Telegraph Company and its principal telephone
subsidiaries, a list of which appears as section A, page 14. This differs from past
practice in that it excludes The Southern New England Telephone Company and The
Cincinnati and Suburban Bell Telephone Company, which are non-controlled, and in-
cludes certain controlled telephone companies not heretofore included.
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radio telephone service and at the end of the year 68 countries
could be reached by telephone.

The average daily number of telephone conversations for the
System during the year was 65,000,000. There were 7.6 per cent
more local conversations and 12 per cent more toll and long dis-
tance conversations than in 1935.

Total operating revenues of the System were $994,800,000
and operating expenses, except taxes, were $659,000,000. Oper-
ating taxes were $116,300,000. Net operating income was $219,-
500,000 and other income, which includes the System’s propor-
tion of the earnings of the Western Electric Company and its
subsidiaries, was $28,800,000. The total income available for in-
terest and dividends was $248,300,000.

The net income of the System applicable to stock of the Amer-
ican Telephone and Telegraph Company was $184,700,000, or
$9.89 per share, compared with $7.12 per share in 1985.

For the 18,685,093 shares outstanding at the end of the year
the Company received an average of $114.44 per share, or $270,-
000,000 in excess of par. The dividend paid, 89 per share, was
6.8 per cent, and the net income of $9.89 per share was 7.5 per
cent on the amount paid in by stockholders, including the stock-
holders’ equity in the surplus of the System.

At the end of the year there were 641,000 stockholders of
record of the American Telephone and Telegraph Company.
The average number of shares held per stockholder was 29. Geo-
graphically, the stock is widely held. No stockholder of record
holds as much as 1 per cent of the total stock. Approximately
one-third of Bell System employees own stock in the Company.
Including the holders of common and preferred stocks of the
Company’s principal telephone subsidiaries and excluding
duplications, there are about 715,000 Bell System stockholders.

At the end of 1936, the total assets of the Bell System were
$5,149,000,000, of which $4,259,000,000 was invested in tele-
phone plant. During the year plant additions amounted to
$244,000,000, and plant retirements to $178,000,000, resulting
in a net increase in plant of $71,000,000.

Cash assets of the System at the end of the year, including funds
temporarily invested in Government obligations, but exclusive
of $179,286,000 held for retirement of bonds maturing or called
for redemption, were $219,500,000, of which amount the Ameri-
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can Telephone and Telegraph Company held $180,200,000.

—_——

Bell System taxes continued to increase. The 1936 total of
$116,800,000 was $22,300,000 greater than in 1935. Taxes were
equal to $8.86 per telephone in service, $5.98 per share of com-
mon stock outstanding, and $470 per employee.

————

During 1936, the Company called the following bond and de-
benture issues:

$64,865,200 of Thirty Year 5% Collateral Trust Bonds due in
1946 for redemption o December 1, 1936.

$117,984,700 of Thirty-Five Year Sinking Fund 5% Deben-
tures due in 1960 for redemption on January 1, 1937.

$150,000,000 of Thirty-Five Year 5% Debentures due in 1965

for redemption on February 1, 1937.

To finance these retirements the Company sold in October to
a group of underwriters and to the Trustee of Pension Funds
established by the Company and its subsidiaries, $175,000,000 of
Twenty-Five Year 314% Debentures due October 1, 1961, at 99
per cent, and in December $160,000,000 of Thirty-Year 814%
Debentures due December 1, 1966, at 100 per cent. The balance
of the funds required for these retirements, approximately
$30,500,000, was taken from treasury cash. The redemption
premium on the called bonds and debentures amounted to about
$30,000,000, which was charged to surplus. The annual interest
payments on funded debt of the Company will be reduced $5,-
750,000 as a result of the lower interest rate, but taking into
account income taxes and amortizing the redemption premium
on the called issues and discount on the new debentures, the an-
nual saving, at existing tax levels, realized from this refunding
will amount to approximately $3,500,000.

The Pacific Telephone and Telegraph Company during the
year sold two issues of 814 9% Refunding Mortgage Bonds due
in 1966, totaling $55,000,000. The proceeds were used for the
retirement in advance of maturity of $29,901,000 and for the
payment at maturity of $24,242,000 of 5 per cent bonds of that
company and its subsidiaries.
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Taking into account the full effect of these refunding opera-
tions and including other changes in debt, which were not entirely
completed in 1936, there was a reduction of about $33,000,000
in the total interest bearing debt of the Bell System.

In addition to the above, preferred stocks of four System
companies totalling $14,543,400 were called during the year for
redemption in 1936 or early in 1937.

——

Although telephone service must be given 24 hours a day and
7 days a week, the Bell System, including the Western Electric
Company and the Bell Telephone Laboratories, maintains a 5-
day work week with a maximum of 40 hours except in minor
instances where service requirements or local conditions make it
either impracticable or unsuitable. This compares with a 515 or
6-day work week prior to the depression. A total of 66,000
people was hired in 1936 to replace losses from the force and to
handle the increase in business. Of the number hired, more than
30,000 were employed as telephone operators. As the majority
of these operators were inexperienced the problem of giving sat-
isfactory telephone service was made more difficult, but aided by
improved training methods it was possible to maintain service of
record high quality. During 1987, it is probable that the number
of inexperienced operators to be hired and trained will be sub-
stantially larger than in 1936. This condition together with in-
creasing use of facilities will present further problems, but it is
confidently expected that they will be successfully met.

There is full realization in the Bell System that the approval
of the public is essential to its success and that such approval is
fundamentally dependent on the most and best possible tele-
phone service at the lowest possible cost.

—

The System has continued to maintain its telephone plant in a
state of high efficiency and it is in good condition to handle the
substantial growth now being experienced, although additions
to plant will be necessary in increasing amounts as growth con-
tinues.







