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BELL.SYSTEM HIGHLIGHTS FOR I95O

The Telephone Serves The Nqtion's Defense
The Bell System is working at top speed to meet every defense communication
need. Demands are very healy, for the telephone is vital to production and to
the Armed Services and Civilian Defense authorities. The System is on the alert
and will continue to do its full part-always.

Over 35,300,000 Telephones in Service
The gain in i950 was more than 1,900,000 and since the war totals 13,500,000.
A thousand rural telephones were added each working day.

High-Quolity Service Wqs Well Mointqined
Accuracy in handling calls improved. Despite heavy increases in toll and long
distance calling 94 per cent went through on a "no hang-up" basis and the
average speed was 1.6 minutes.

Neorly $900 Million Expended for New Construction
In the last five years the System has expended almost five and a half billion
dollars to expand and improve telephone service.

Bell System Eornings
Net operating income was less than 4.5 per cent on telephone plant. Earnings
on capital were 6.1 per cent, compared with 4.9 per cent in 1949 and 7 per cent
ten years ago. Consolidated earnings on A. T. & T. stock were $12.58 per share
in 1950. The Company needs more equity capital and adequate earnings are
required to bring aboirt conversion of convertible debentures into stock.

Tqxes Totoled A Billion Dollqrs
Operating taxes together with Federal excise taxes paid by customers currently
equal $2.65 per telephone per month.

990,000 Stockholders
Nearly a million people living in 19,000 communities-better than one out of
every 45 families in the United States-now own A. T. & T. stock.

$2 Billion Totol Poyroll
Wage rates of Bell System employees on the average are about double the wage
rates of 1939.



PRoDUcItoN FoR DEFENSE is specclecl by fast, dependable telephone service. The telephone helps
to urake steel and evervthilg else the conntry needs. Expansion and improvement of America's
telephone system is of utnrost value to all industry in getting more things done more quickly.



REPORT FOR THE YEAR 1950
The Board of Dfuectors of the Atnerican Telephone and Telegraph Contpany

presents herewith the ntanagenrent's accounting of its stewardship for the

year tg1o. T'his report is for the infornation of stockholders, employees, teTe-

phone users and the entire American people who have entrusted to private

enterprise the responsibility 6or carrying on this essential nationwide service.

I* tm 75rH vEAR of the telephone the Bell System served more people
and handled two and a half billion more conversations than in any previons
year. The national emergency brought a new tide of telephone demand.

Service high in quality was well maintained. The men and women of the
System did a superb job.

Today more than ever, our country has the most and the best telephone
service in the world. T'his is a bulwark of defense. The telephone speeds

production. It is vital to the Armed Services. It spreads warning against

attack. As the nation gathers its strength, the urgent calls of the hour are

on the telephone lines.

The Bell System is alert to its essential task and is preparing further.
The System will do its full part in helping to keep America secure. That is
our Number One fob today.

In the last five years the System has spent almost five and a half billion
dollars to expand and improve telephone facilities. An important part of this
progress was made in r95o. Nearly $9oo,ooo,ooo was expended for new
plant. All requests of military ald defense authorities were fully met. More
than r,9oo,ooo telephones were added. The proportion of dial telephones
increased to 76 per cent. Service to farners was further extended and
modernized. Thousands of niles of radio relay and coaxial cable systems

were placed in operation. N,Iany nrore cities and towns were equipped for
toll dialing and operators now dial n.rore than a third of all toll and long
distance calls straight through to the distant telephone. Direct dialing by cus-

tomers was further extended so that some 3,5oo,ooo telephone users can now
dial many of their calls to nearby communities.

In r95o also, Bell System earnings showed improvement over recent years.

Tlie proportion of debt in total capital, while still too high, was slightly
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reduced. T'hese are essential steps

forward in enabling the Bell Com-

panies to discharge their great re-

sponsibilities in the period ahead.

Only a financially strong telephone

system can contribute the most to
the strength of the nation.

Over forty-three million tele-

phones nolv serve the people of the

United States-double the nunber
before World War II and r5 mil-
lion more than five years ago. This
enorrnous gain plainly shows the
increasing part the telephone plays

in our national life. It also demon-
strates the conspicuous success of
the telephone industry in furnishing
good service at reasonable prices.

In the performance of the industry as a r,vhole, thousands of independently
owned companies and systems operate nearly eight million telephones ancl

rnake possible nationwide service through interconnection with Bell System
lines. The continuing cooperation betlveen the Independent organizations
and the Bell Companies has been essential to the record of rapid growth and
steady improvement.

Finoncing lo Meet Demonds for Service

While the System's service has doubled in the last ten years, new demand
continues high. The plant is very heavily loaded and there are many urgent
needs that require substantial construction.

In November 1950 the Company's stockholders voted to increase the
number of shares of stock that can be issued from 35 to 45 million. They
also authorized the Board of Directors at its discretion to issue up to $435,-
ooo,ooo in convertible debentures and to offer a maximum of 3,ooo,ooo
shares to Bell System ernployees under a new Employees' Stock Plan.

Pursuant to the above authorization, the Company has offered to stock-
holders $4r5,4r4,ooo of Tr,velve Year 33/a/o Convertible Debentures, for sub-

scription in the ratio of $roo of debentures for each seven shares of stock helcl
on January zg, rg1t. These debentures will be dated March r9, rg5r. They



EVERY WORKING DAY in r95o, r,ooo.rural telephones were added. More than r,5oo,ooo have

been added in five vears. T'he cost of construction has been more than $roo,ooo,ooo a year.

will be convertible into stock beginning June r, 1951, at $r38 per share,

payable by surrender of $roo of debentures and payment of $38 in cash.

In February of r95o the American Company sold $zoo,ooo,ooo of non-

convertible debentures. About 2,37o,ooo shares of stock were issued during
the year as the result of conversions of the Compaly's three outstanding con-

vertible debenture issues; this reduced debt by $z37,ooo,ooo and increased

stock capital by $3r3,5oo,ooo, the latter amount being larger on account of
the cash premiums paid in. Nearly a million shares were issued under the
Employees' Stock PIan, and employees made installment payments toward
purchase of additional shares.

A year ago the proportion of debt in the System's capital was about

,2 pff cent. Today it rs about 48 per cent, and with full subscription of the
ner,v issue of convertible debentures the proportion would be about 50 per
cent. This general level of debt is much too high. Most of the new money
needed to neet service demands should come from the issue of stock, either



through boud conversions or otherwise. That is the foundation of our whole
filancing program. About $4oo,ooo,ooo of the previous three convertible
clebenture issues are now outstanding. Their complete conversion, together
with conversiol of the full amount of the new issue, and sale of the balance

of shares which rlay be issuccl uncler the Employees' Stock Plan authorized
in 1946, would reduce the debt in the System's capital structure to about

37 per cent.

As a long-range objective, tl're proportion of debt should be further
reduced. Experience rnakes clear the wisdorn of this. When the System

entered the postwar pefiod less than a third of its capital was debt. That
made it possible for the Bell Companies to obtain, in a very short time, the
enormous amoults of new money needed to meet unprecedented service

dernands. It is hard to see how otherwise we cor-rld have discharged our
responsibilities to the public we serve. We should be no less well preparecl

for the future.

Roles ond Earnings /14usf Be Adequdle
Today we face new responsibilities, and great ones. The Bell Systern

must be ready to meet them all and meet them well. Especially in these

critical times, it is essential to keep the System in the best possible position
to meet the nation's every need for fast, efficient, dependable telephone
service. The foundation of our strength to serve is our financial strength.

Operating revenues of the System in r95o were $3,26r,528,00o, an

increase of $368,255,000 or about r3 per cent over 1949. Operating expenses

of. $2334,362,ooo cornpared with $2,248,833,ooo itt t949. Net operating
incorne in r95o was less than 4.5 per cent on telephone plant and the return
would be even lower if the plant were valued at present costs. The rate of
earnings on capital was 6.r per cent, compared with 4.9 per cent in 1949 and

7 per cent in r94o, ten years ago.

Total income available for interest and dividends in r95o was $472,-
rr4,ooo. Interest charges amounted to $r L3,247,ooo. Consolidated net
income applicable to American T'elephone and Telegraph Cornpany stock

was $346,962,c,c,o, or $12.58 per share, cornpared with $9.7o per share in
1949. Investment per share at the end of 1950 was $r38, comparecl with
about $r35 at the end of ry4g. Net income of the American Company by
itself (which includes earnings of subsidiaries only to the extent that they
have been received by tlie Company as clividends) was $ro.4o per share in
r95o, compared with $9.49 in r949.



LINEXIEN'9 SAFEIY BEITS are inspected by a buyer who is purchasing them for the telephone
compairies. 'Ihe Bell Systern spends millions every month in purchases from many thousand local
firms all over the couutry. This helps local business. So does the spending of wages by 6oo,ooo
Ilell employees. And dividends to nearly a million A. T" & T. owners are banked and spent in
r9,ooo commuirities. A financially healthy Bell System contributes to prosperity everywhere.

Wage, tax and material costs have cortinued to mount. Telephone
rates and earnings must be sllmcient to rneet these increases, to attract and

protect equity capital, and to assure a sound financial structure. With
rates adequate to maintain the necessary earnings, most of the Company's

convertible debentures would be converted into stock and the debt would
be reduced.

Ielephone Chorges Are Up Much less Fhon Most Prices

The telephone industry has long been under continuous public regula-

tion. Regulatory authorities through the years have generall),lrad the wisdom
to approve levels of rates that have permitted good service, fair wages aud

reasonable earnings. The outstanding development of the telephone in this
country is due in no small neasure to this fact.

Since the middle of rg5o alone, increases in costs have ofiset a substantial
part of the progress made in the entire postwar period in adjusting rates up-



ward. Over the war and postrvar years labor and raw material costs have

doubled. Yet tlie rise in telephone charges continues to be much less than the
increase in cost of most other things, and amounts to only a few cents per

day per telephone. Telephone rate increases so far, together with those

requested, average less than 25 per cent of Bell System revenues; and the rate

increases that have been authorized amount to only a little more than half the
current annual cost of telephone wage increases alone.

Construction of new plant must go forward to meet the nation's new
needs and to replace equipment that can no longer be used. Each telephone
added today requires a much larger investment than the averuge investment
five years ago. Thus increases in rates are needed not only to meet rises in
the costs of doing business but also to provide a reasonable return on the
higher investment per telephone. Applications for increased rates are pending
in most states and other applications will be made as necessity requires.

In relation to family incomes-as the very growth of the service makes

clear-the telephone is a better buy today than ever before. Also, the increase

in the scope of service has further increased its value. Telephone users in
the average community can now reach twice as many telephones without toll
charges as ten years ago. In many places the increase has been much greater
because of enlargement of the local service area to include neighboring towns
or cities. A further result of these enlargements is tliat several hundred million
calls a year which previously would have been hanclled as toll calls are now
being handled as a part of the local service.

In January r95r the Federal Communications Commission ordered hear-
ings beginning April 16 to determine if the Bell Companies' interstate toll
and long distance rates sl-rould not be reduced. Subsequently the Cornmission
postponed the date for hearings until August zo. The Companies have in-
formed the Commission that they consider the order unjustified.

Ioxes Are $2.05 Per felephone Per Month

Taxes on Bell System telephone service in r95o were about a billion
dollars-some $zoo million more than in ry49. Tl're effect of the new Fed-
eral tax laws recertly eracted will be to increase taxes somewhat further in
195r, due nainly to the higher corporation surtax rate. Currently, taxes are
running at a rate of well over a billion dollars annually, and are equal to about
$2.65 per telephone per month.

Federal excise taxes paid by customers in r95o, and remitted by the



NEW AUTOMATIC ACCOUNITNG SYSIEmS developed by Bell Telcphone Laboratories are making

it possible for customers in urore areas to dial many of their orvn out-of-town calls. As each

cali is made, the equipment simultanecuslv punches a record of it into a special paper tape. The

tapes are then autonraticaliy "translated" into billing information at telephone accounting centers.

Bell Companies to the United States Treasury, cane to about $5oo,ooo,ooo.

Taxes levied on the Companies (and also borne by telephone users in the

last analysis) were $499,45r,ooo. While it is recognized that the nation's

overall tax needs should be shared by all sections of the economy, it is

apparent that the users of telephone service are carrying at least their full
share of the existing tax load. No service of like necessity carries a like burden.

Demand for Service Confinued ,o lncreose

Though the gain in telephones in 1950 was a little less than in 1949,

the gain in the second half of the year was higher. Toll and long distance

messages increased throughout the year and most sharply in the second half.

Demand went up as the nation acted to meet the defense emergency. The

importance of good telephone service was never more clear.

Six million telephones were installed to meet new requests for service.

The net increase of r,955,ooo brought the total number in service to over

35,3oo,ooo. Toll and long distance calls were put through at an average

speed of r.6 minutes and 94 per cent of them were handled while the calling



\
party held the line. This performarce was close to the best in the past.

Accuracy in handling both toll and local calls was further improved. Reports

from customers of trouble on their lines were at the lowest level in history.

T'wenty billion more telephone conversations were handled than in the
last years before the war. In the same period toll and long distance messages

have tripled. Especially over the longer distances, volume surged upward in
r95o. Long-haul messages in the last six months were t7 per cent ahead

of tlre same period in ry!); from the beginning to the end of the year, the

increase was substantially greater than in the previous four years combined.

Overseas calls, too, reached a new record high, with Tr1,ooo messages handled

-15 per cent more than in 1949.

Such increases illustrate the imperative need for continuing to build
additional telephone lines and equipment in large amounts. Despite postwar
expenditures for new construction averaging more than a billion dollars a

year, the tremendous dernand for service has made it necessary to load all
facilities heavily. With demands continuing to rise, and with no margins

in the existing plant, provision of additional service requires building addi-
tional plant in proportion.

The number of unfilled orders in r95o was held to about two per cent of
all telephones in service. Most of these are recent orders for residence service

in areas where growth has been greatest. More than goo,ooo requests were
cared for from party-line customers desiring higher classes of service. Defense

construction requirements and related problems, including shortages of
copper, nickel and other esser-rtial materials, make it rnore difficult to meet all
civilian needs, but substantial construction is programmed and every effort
will be continued.

fhe Telephone Works for Defense

The Bell System is meeting all the communication needs of military and
civilian defense authorities. Telephone facilities are linking the country's air
defense system into a nationwide network, from radars and observation posts

to control centers, airfields and local defense organizations. Thousands of
rniles of private lines are being provided to the Armed Forces. More and
more lines and switchboards serve military camps and bases. Attended public
telephone centers and other convenient arrangements are provided to handle
calls for men in uniform.

The Bell Companies have moved to guard vital telephone equipment

10



FR.IENDLY SERVICE is provided at attended telephone centers in military bases and training camps.

against sabotage. Standby engine-driven Power plants are ready to operate

in case of emergency. Work is going ahead to assure that if production centers

or other key locations are attacked, alternate communication routes will be

ready.

Over and above specific developments of this kind, the whole expansion

and improvement of the telephone system since World War II have made

it more sturdy, more useful, more convenient, and a greater asset to the

nation. The long distance network has grown from 16 to z6 million miles.

Dial service has been greatly expanded for both toll and local calling. Rural

areas served by the Bell Companies have more than twice as many telephones

as in 1945. Service to automobiles, trucks, boats, trains and other vehicles is

available in nearly 15o areas and more than 9,ooo vehicles are being served-
a zo per cent increase last year.

Radio relay systems were extended more than z,ooo miles in r95o and

construction to provide transcontinental telephone service by radio relay is
now under way. These systems, like coaxial cables, provide wide communica-

tions highways that can carry hundreds of telephone conversations, or tele-

vision programs. Facilities for carrying television programs more than

doubled during the year and networks now serve 8z television stations in 44

t1
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AIRGRAFI llovEllENIS ARE II/IAPPED in a civilian defense "filter center" as reports from
observation posts are rcceived by telephonc. The Bell System is norv provicling very large
defense comnrunication facilities at the request of military and civilian defense authorities.

cities, or 19 more cities than at the end of 1949. These stations broadcast over

areas containing half the country's population.

Employees Demonstrated lhe Spirif of Service

The work of telephone men and women was never better performed
than in r95o. Bell System employees are able and courteous and the day-

by-day spirit of the telephone iob is the spirit of friendly and personal public
service. Last year also, the resources and abilities of Bell people and their
Companies were challenged by some of the most severe emergencies in tele-

phone history. These included ice storms in the far west and midwest-
hurricanes in the south-and the devastating November windstorm in the east.

The latter put more than 6oo,ooo telephones temporarily out of service

-a larger nunbcr than in any previous storn. At the same time snowbound
conditions a little farther west sent the volume of calls up 50 per cent. The
energency was magnificently handled. Operators and others stayed long
hours at their posts to get calls through. Plant crews worked around the clock.
More than half the silenced telephones were back in service within 48 hours
and most of the rest within the next two or three days. Hundreds of skilled

L2



Bell System plant craftsmen moved into the hardest hit sections from
neighboring states. Western Electric, the System's service of supply, kept a

steady flow of materials moving and in the week following the storm shipped
r7 million feet of rubber-covered wire into storm-struck areas-more than five

times the normal need. The spirit of service and teamwork of Bell System

people overcame the most difficult conditions in record time.

Reseqrch ls Increqsingly Productive

Bell Systeni research has resulted in a greater output of new things in
the last five years than in any similar period before. It has produced a new

telephone set for the customer's use; new kinds of wires and cables to carry

his messages; new ways of using the wires and cables more efficiently; new

devices and systems for carrying intelligence by microwave, without wires;

new dial systems to connect telephones together; and new ways of auto-
matically recording information for the customer's bill.

These things will contribute greatly to the nation's defense, both in
providing essential communication services and in reducing the need for

IHts ls A r'wAvE GulDE" - used in guiding electric waves through a raclio relay station. Wave

guides are one of many Bell Laboratories clevelopments that make microwave radio reiay systems

possible. These rectangular pipe-like stmctures must be designed and built with the greatest

accuracy. Here a laboratory test is being made of the electrical eftect of a particular surface finish.

r3



scarce materials. For example, a new system is now being n-ranufactured that
permits twelve conversations to be carried over each four wires in short
telephone cables, from zo to zoo miles in length. This can be applied to
cables already in place and hence will be of particular value in saving copper.
Carrier systems, of which this is one, have been employed for years and Bell
Laboratories has led the world in their development. Previous systems, how-
ever, have been economical only over longer distances. The new "N Carrier,"
combining new ideas and miniature apparatus in a remarkably effective way,
opens up a whole new field to the carrier art.

Bell Laboratories sciertists are diligently seeking substitutes for various
scarce materials used in telephone equipment. Research on materials has long
been a major Laboratories activity, and the experience gained will help
greatly in obtaining utmost economy in critical materials, with a minimum of
compromise in the quality of equipment.

Bell System research facilities are also an invaluable national resource
in the developrnent of military equipment. Bell Laboratories contributions
in World War II, especially in radar, submarine detection, and gunfire and
bombing control systems, as well as in military communications by wire and
radio, played a major role on land and sea and in the air. Since the war a

substantial amount of research has been continued for the Armed Services
on projects requiring the Laboratories' unique skills and facilities. These
activities are now being sharply expanded at the Services' request.

Neorly One Million A. T. & T. Owners

More than 99o,ooo owners now hold the stock of American Telephone
and Telegraph Company. The Company has twice as many stockholders
as any other business enterprise. The increase of 156,ooo in r95o was the
largest in any year.

Better than one in every 45 families in the United States shares directly
in Bell System ownership. These families live in r9,ooo cities, towns and
rural areas throughout the country. Th"y are a cross-section of the American
people.*

More than 2oo,ooo Bell System employees own A. T. & T. stock. Over
15o,ooo received shares in r95o as they completed installment payments under

* An interesting article about A. T. & T. stockholders, entitled "Here Are the People Who
ou,n This Business," may be obtained on request to the secretary of the company, r95 Broad-
way, New York 7, N. Y.

r4



STOCKHOLDERS - tN THoUSANDS

1920 '25 '30 '35 ',40
AT END OF YEAR

'45 1950

the Employees' Stock Plan. Of the

z,8oo,ooo shares authorized by the

stockholders in r946 for sale to eur-

ployees, nearly 1,2oo,ooo shares

have been purchased and z3o,ooo

employees are buying the rest.

Nearly 4o,ooo stockholders are

trustees, schools, churches and

others who hold their stock for the

benefit of a great many other

people. Some zzo,ooo other hold-
ings are in joint accottnts shared

usually by two people, sometimes

by more. Three-quarters of all

stockholders at the end of the year

held z5 shares or less. About z7o,-

ooo have owned stock for 15 years

or longer. The average holding was

z9 shares and no stockholder held as much as one-half of one per cent of the

total stock.

Wesfern Elecfric Soles Were $758,000,000
Western Electric Company, the manufacturing and supply unit of the

System, had another busy year meeting the heavy needs of the Bell Tele-

phone Companies. Production was again far above the level of pre-war

years although not as large as in 1949. Sales amottnted to $758,o64,ooo.

Eighty-seven per cent of the sales were to Bell Telephone Companies and

most of the remainder to the United States Government. Earnings for the

year were $38,647,ooo or 5.1 per cent of sales.

Regular production of the new "N" carrier system already described was

begun in rg5o and output was beir.rg built up by tl-re end of the year. The new

improved telephone set was also brougl'rt into Jegular production in a new

factory in Indianapolis specially designed and built for the PurPose.

The Company's ability to produce telephone equipnent and cable for

the Bell 'felephone Companies has already been affected by shortages of

strategic materials such as coPPer, zinc, nickel, rubber and aluminum. Con-

tinuing difficulties in obtaining materials and parts may curtail deliveries to

the Bell System in r95r. Western Electric and Bell Laboratories are taking

15



aclvantage of all practical substitutions and aclaptations but these can meet
the problem only in part.

Since the end of World War II the Companv has continued to produce
rnuch special equipment for the Government defense departments. De-
liveries to the Government in r95o exceeded $53,ooo,ooo. In recent months
work has started on large additional orders for military equipment, chiefly
electronic in character. Telephone equipment and cable for Government
defense projects are also being supplied.

Through its subsidiary, the Sandia Corporation, Western Electric with
the cooperation and assistance of Bell Telephone Laboratories continues
to operate the Sandia Laboratory at Albuquerque, New Mexico, for the
Atomic Energy Commission. This establishment is concerned with military
applications of atomic energy.

Bell Sysfem Employees ,ncreqsed in 1950

Good telephone service requires capable, well-trained and well-paid em-

ployees. Two hundred and five thousand employees have worked in the Bell

System 10 years or more ard r43,ooo have served 20 years or more. The

rate of turnover in the force is well below the rate in industry generally and

in r95o it continued to decline.

All told there were 6oz,5oo employees at the end of the year, an increase

of about 8,6oo over 1949. Of these, 73,Soo were employed by Western
Electric Company and 5,8oo by Bell Telephone Laboratories. More than

6o per cent of all employees are women. 'l.he r95o total payroll, including

'Western Electric and the Laboratories, exceeded two billion dollars for the

third successive year. The expense payroll of the telephone companies

represented 63 per cent of operating expenses other than taxes. On the

average, wage rates for Bell System employees are now about double what

they were in 1939.

Most of the Bell Companies concluded new wage agreements with the
unions at different times during the year. Three divisions of the Communica-

tions Workers of An-rerica (CIO), representing certain Western Electric
employees, and one division representing employees of the Michigan Bell

Telephone Company were on strike for ten days in November. Howevcr
service was approximately normal except in scattered localities.

More than 8,ooo employees were on active duty with the Armed
Forces at the end of the year. This number includes officers and enlisted

t6



specialists who had volunteered for service in four reserve units formed in
cooperation with the Signal Corps of the Army. Five other similar units are

still on reserve status.

' Employees of the Bell Companies entering military service generally

receive the difierence between Company pay and military pay for a specified

period. The period is ordinarily longer il the case of those who have de-

pendents. Employees on military leave are also generally assured full credit
for Company service while they are away, and protection of their benefit and

pension rights. For employees represented by unions, such plans have been

worked out through collective bargaining.

The Bell Companies maintain thrift plans under which employees may
authorize regular allotments from pay. Under these plans, employees in r95o
laid aside $z34,ooo,ooo, or 12 per cent of the payroll, for purchase of U. S.

Savings Bonds and A. T. & T. stock, and for life insurance premiums, hospital
and surgical care plans, and deposits in savings institutions.

Under the Theodore N. Vail Memorial Fund established in r9zo, four
silver medals and 37 bronze medals were awarded in r95o. These awards

were made in recognition of acts of noteworthy public service which reflect
the Bell System's high traditions of loyalty and devotion to duty.

Employee Benefit ond Pension Poymenls
About $r99,ooo,ooo, equal to 9.9 per cent of the payroll, was expended for

benefit and pension purposes in r95o by the Bell System Companies, includ-
ing Western Electric Company and Bell Telephone Laboratories. Payments

to about rrS,ooo employees and their dependents, to Pension Trust Funds,
and to the F'ederal Governu'rent for Social Security old age benefits, were
as follows:

To Pension Trust Funds ---------

Employer's Tax-Social Security Old Age Benefits--, --,-

Sickness Disability Benefits -

Accident Disability Benefits

Death Benefits
Disability Pensions

$r 37,656,ooo
23,747,ooo

z8,64r,ooo
t16zzrooo

!,$96,ooo
2,474,ooo

Total $r99,r 36,ooo

The Plans of the Companies for Employees' Pensions, Disability Bene-
fits and Death Benefits, as amended from time to time to meet changed
conditions, have been in effect since r9r3. They have been maintained on
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PENSIONS ARE AN IMPORIANT ASSTSTANCE to retired Bell System men ancl women. The Pension
Plans of the Bell Companies have been among the best in all industry for nearly 40 years.

a sound basis and without any cost to employees. The Plans are an important
assistance to en'rployees and over the 38 years of their existence they have con-

tinuously helped to maintain the efficiency of the business. 
.

Service pensions are paid from Pension Trust Funds accrued in advance

on an actuarial basis. 'l'hese Funds are devoted wholly and irrevocably to
service pension purposes. Other payments under the Plans are made directly
by the Companies as they become payable.

The Pension Trust Funds of the Bell System Companies, including
Western Electric Company and Bell Telephone Laboratories, amounted to

$r,z3t,71z,ooo at the end of r95o. There were t4,g62 men and ro,z5o

women, or a total of z5,ztz on the service pension rolls at the end of the
year. Some r7,4oo rnore employees had been credited with enough service

and had attained the age which entitled them to retire on pehsion at their
own request.

Freedom fo Serve in Freedom's Defense

For three quarters of a century the Bell System has rendered service of
more and more value to the American people. The telephone began in this
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country. Here it has been urost widely developed and used. Our service has

always been the best in the world; and its greatest increase in usefulness has

conre in the last five years. Tliis is a great asset in helping to defend the
freedom of the United States.

Our telephone service is also a product of freedom. In the building of
the Bell System, countless discoveries and inventions have had to be achieved

by the inquiring spirit of free men. 'Opportunity has been open. to all.

Competition has flourished throughout the organization. Worthwhile incen-

tives and reasonable rewards have fostered the will and capacity for leadership.

In the rendering of service day by day, the responsibility to get the message

through is accepted as a public trust: that too is the exercise of freedom.

All that has been achieved flows from the nation we serve. Under
public regulation, the Bell System has generally been allowed the freedom
it needs to perform its service well. It is essential that this freedom to serve

be undiminished; that research and invention go vigorously forward; that
new leaders be encouraged and prepared to lead; and that earnings be fully
adequate to continue to pay good wages to enployees, and a return to in-
vestors sufficient to attract and protect the billions of dollars of savings that
make the service possible.

Through the years private enterprise and public policy in telephone
communication have returned to the nation a value beyond price. We are

confident they will do no less in the years to come. We are determined to
meet the responsibilities entrusted to us, and we pledge our utmost efforts,
always, in devotion to the public service and to the lasting security and
advantage of the people of the United States.

For the Board of Dir..torr,

e-. U-r*.9.^-:.-'
President

Frsnueny zt, tgSt
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CERTIFICATE OF AUDIT

To mrr Srocxnor,oBns or AlranrceN TnrrpnoNr
eNo Tnlrcneps ConapeNy:

We have examinecl the balance sheet of American Telephone and Telegraph

Company as of December 3r, r95o, the consolidated balance sheet of the com-

pany and its principal telephone subsidiaries as of December 3r, r95o, and the

related statements of income and surplus for the yeat tg1o. Our examination with
respect to such companies was made in accordance with generally accepted auditing
standards, and accordingly included such tests of the accounting records and such

other auditing procedures as we considered necessary in the circumstances.

Examinations of similar scope have been made by us of the balance sheets as

of December 3L, rg1.,o and of the statements of income and surplus for the year

r95o of the principal nonconsolidated subsidiaries of American Telephone and

Telegraph Company, except Western Electric Company, Incorporated, and its sub-

sidiaries, and we have reviewed accounting reports for the year t95o rendered to
American Telephone and Telegraph Company by all other nonconsolidated sut-
sidiaries. The consolidated balance sheet of Western Electric Company, Incor-
porated, and consolidated subsidiaries as of December 3L, tg5o and the related

statement of consolidated income of these companies for the year r95o, with
certificate of exarnination thereof by other independent accountants, have been

furnished to us.

In our opinion, the financial statements (pages zB to 3r) and the consolidated
financial staternents (pages zr to z6) present fairly the position at December 3r,
r95o and the results of operations for the yeat Lgjo of American Telephone and
Telegraph Company and the consolidated position at December 31, LgSo and the
consolidated results of operations for the year 1950 of the company and its prin-
cipal telephone subsidiaries, in conformity with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.

LvsneNo, Ross Bnos. & Moxrcotmny

New York, N. Y.
February zo, L1SL



FINANCIAT STATEMENT5

Tnr Bnr,r, SvsrsN[ CoNsor,roerro FrweNcrer- SrersNrcNTs appear on pages zz to
26, inclusive. These statements consolidate the accounts of the American Tele-

phone and Telegraph Company, its directly-owned telephone subsidiaries (listed
on page 3z), and the Bell Telephone Compariv of Nevada, a wholly-owned sub-

sidiary of the Pacific Telephone and Telegraph Company.

The companies consolidated have for many years maintained their accounts in
accordance with Uniform Systems of Accounts prescribed for telephone companies

by Federal authorities. The System of Accounts now in use was prescribed by the.

Federal Communications Commission, efiective January \ L937.

Telephone Plant is shown in the Consolidated Balance Sheet in the aggregate

of the amounts at which it is carried in the accounts of the individual companies

consolidated. For the companies in the consolidated group, all intercompany

security holdings, intercompany receivables and payables, and intercompany items

of income and expense, except minor items which cannot readily be identified, are

excluded. In the elimination of intercompany security holdings the difierence
between the total cost of such securities to the companies owning them and the
total par value of such securities has been applied to reduce the combined surplus

accounts of the companies consolidated

The proportionate interest of the companies consolidated in subsidiaries not
consolidated is included in the Consolidated Balance Sheet in the aggregate of the
equities applicable thereto as computed from the accounts of these subsidiaries,

and the proportionate interest in their earnings is included in "Other Income" in
the Consolidated Income Statement. The principal subsidiary not consolidated is

Western Electric Company, which manufactures most of the telephone apparatus,
cablg switchboards, etc., used by the companies consolidated and procures and
sells to them material and supplies not of its own manufacture. Contracts between
Western Electric Company and its affiliated telephone companies provide that its
prices to them shall be as low as to its most favored customers for like materials
and services under comparable conditions. Items purchased by the telephone com-
panies from Western Electric Company are entered in their accounts at cost to
them, which includes the return realized by Western Electric Company on its
investment devoted to such business.

Financial Statements of the American Telephone
alone are shown on pages z8 to 3r.

and Telegraph Company

W. Snrr-l,trnorxr
Comptroller.



)

BELL SYSTEM FINANCIAT STATEMENTS
(American Teleyhone and Telegraph Company mtil its Principal Telephone Subsidiaries)

CoNsor,merED BALANCE Snrrr

ASSEIs

Pr.eur aNo Ornrn Ixvrsrurxrs Dttl!f;'r'' December 3r'

Telephone Plant (a) . . $ro,ror ,52r,562 $ 9,432,749,584
' Classified in the accounts of the comytanies at December

3r, tgso as follows:
Telephone Plant in Service. .... $g,g3o,837,q84
Telephone Plant under Construction....' i\5,A$z,i7i
I9f"1ty Held for F'uture Telephone Use ia,Ajo,rrr
TelephonePlantAcquisitionAdjustment ro,rio,896

Miscellaneous Physical Propertv

Investments in Subsidiarios not consolidated (b) .

Equities in Subsidiaries not consolidated in excess of in-
vestments therein ,

Other Investments (b)
Princiyally in associated telephone comyanies.

Total Plant and Other fnvestments .. . $lq6;6,?-$rc $ g,s+7,ry,tt;

Cunnrlrr Assprs

Cash and Demand Deposits ............. g

Temporary Cash Investrnents , .

Comprises at December 3t, rgso U. S. short-term obli-
gations halirrg a m.arket ralue of $z8g,o43,ooo.

Special Cash Deposits

Current Receivables
Arnounts due for serlice (less resefi)es amounting to
$4;t4,go9 at December 3t, t95o), awrking ad.'vances,
interest and. dividends receirable, etc.

Material and Supplies
Principally for construction and. mainterance Wr?osel

3,666,2t9

395,t9o,271

58,6o4389

67,728,ry6

87,s83,878

z8g,z7r,5o7

7,638,229

78339t,5r6

to9,zzo,98z

5,747,913

396,8 5 z,ror'

52,547,o23

J9,645,rtt,

77,751,34r

246,9\,7r5

r t,ggt,o6z

325,875,95r

98,983,926

$ 4r,979,893

24,r3o,49o

$----66;'rq3q
$rc,77s,234,tt3

Total Curent Assets. 58r?.-6r* $ 76t,585,995

Dnrnnnro Cnencns

Prepavments of Directory Expenses, Rents, Taxes, etc...... $ 46,a7o,455

Other Deferred Charges 26,o79,42o
Total Deferred Charges T-- ?;i495:-S

For notes, see page 26.



BEtt SYSTEM FINANCIAL STATEMENTS
(American Teleyhone and Telegrayk Comyany and its Princiyal Telephone Subsidiailes)

CoNsorroe.rED BALANCE Ssrnr-Continued

LIABILITIES

Caprr,tr Srocr
American Telepirone and Telegraph Company:

CommonStock-ParValue. ..9 2,86r,595,6oo
Premiums on Capitai Stock . , , 6z6,z5z,o9t

Ancount receiped in excess of ytar value,
Capital Stock lnstallrrents (c) . . . rz3,8zr,goo

Subsidiaries Consolidated-stocks held by public:
Common Stock . ro9,8z9,zoo
Preferred Stock . ... . r7,go4,7oo

Total Capital Stock . .$ 3,739,4o3,o9t

December 3r,
19 50

December 3r,
1949

$ 2,526;t83oo
522,888,6 38

fig,778,747

roo,7o5,7oo
L7,go4,7oo

$ 7337,395,285

F'uNoEo Drsr (see page

American Telephor-re ar-rd

Convertible Debentures' Other Debentures ....
Subsicliaries Consolidated

Total Funded Debt

27)
Telegrapl'r Cor.npany:
(d) ... ......$ 444,954,ooo

1.44o,ooo,ooo
r,748,ooo,ooo

. . $ 3,632,951,ooo

$ 68r,975,9oo
lr240,OOOrOOO
1,73 3,ooO,Ooo

{13ip?s8."

CunnrNr AND AccRUED LrABrLrrrES
NotesPayable .........$ 54,ooo,ooo $

ffiH:x i;ll?";; s;,;;;; ;;; c;;;.;;;, D;P;;tt; :: '?7"1"""?*z;
Diviclends Payable 64,7g3,47t
Otlrer Current Liabilities ry,5o6,459

I l2rgoorooo
z5o,9rr,8r3

69,768367
57,t91,179
r4,677,ro6

Taxes Accrued 336s62,q3 2o7,4i8,286
Interest Accrned 27,o58,4r4

?6,t62,n? 2o7,458,28o
25,437,o99
q,4q8,z8o

Other Deferred Creclits

r4,5o4,r27 $

14'529,335

t5,6j5,tSo

r4,776,4r4

DepnncrarroN AND AnronrrzerroN RESERVES .. ... .. . $ 2,826,244,999 g 2,649,266,o64
\

Protision to ,rxeet lo*,of intestruent in Telepkone Plant
upon its ultimate retitetuelct lrom seruice.

Sunprus AppLTcABLE To Srocrs oF Sunsrore.nrns

CONSOLIDATED HELD BY PUBLIC ...... $

Sunprus AppLTcABLE To SrocK oF A. T. & T. Co.

Total Deferred Credits . ... . . f ,9p334tr $---3.,iri{4

9,367,97r $ 5,5r7,457

(see page zS) ...
$ r8,749,3o9 $ tg,z9z,o84

4q3,r5o,466 74o,o87,9t5
$ 4$,899,775 $ 359,769,999

Total Liabilities 5r,-575,966160? gr",??5,44,r\

Earned Surplus Reserved (e) .. ,

Unappropriated Flarned Surpir.rs

Total Current and Accrued Liabilities . $_ 877,o88t j $ ll8Sy,8++

Dnrnnnnp Cnrorrs
Unextinguished Premium on Funded Debt

(After deducti.on of unamortized. discount
...... $

amd expense,)
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BELI SYSTEM FINANCIAL STATEMENTS
(Atnerican Telephone and Telegraph CompanT and its Principal Telephone Subsid.iaries)

CorvsolmerED INcoME SrlrsN{uNT

OpeRArrNc RrveNurs

Local Service Revenues

Toll Service Revenues

Year r95o

gr,94r;69;37

rs84,655,27t

. 145,oo1,457

9,5oo,8 3 3

$r,6-;i{pj,

Year ry49

$r,697,29:-,339

r,o7r,84o,752

443V6,823

ro,275,558

$;s;n?*4

Derited. from directory advetising, rents and. ruiscel-
laneous soT,trces.

Less: Uncollectible Operatirg Revenues

Total Operating Revenues (f ) .. .

OpnnerrNc ExprNsps

Current ]Vlaintenance
Cost of insyection, reyairs and rearrdngefixents required to
keep the ylant and equiytment i.n good operetitug condition.

Depreciation and Amortization Expense
Prcrisi.on to ?rceet loss of intestment when deqreciable

?ro?erty is reti.red from sertice, based. on rdtes designed, to
spread this loss uniformly oter the sentice life of the
?ro?e:rtlr. Such' yropision for t95o repnesented apyroxi-
rnately 3.8Vo of aterage inuestm.ent in deprecinbl.e ylant
in seruice.

Traffic Expenses . .. .

Costs inqtrred in the handling of messages, yri.nclpally
o?erdtors' laages.

Commercial Expenses
Costs inaured in business relati.ons atith utstomers; ytay
station conlrnissions; cost of directories, adlertising, etc.

Operating Rents .

General and Miscellaneous Expenses:
General Administration
Accounting and Treasurv Departments
Development and Research (g) . ..
Provision for Employees' Service Pensions (h) ....... .

Emplol,ees' Sickness, Accident, Death and Cjtlier Benefits
Other General Expenses
Less: Expenses Cl-rarged Construction

Total Operating Expenses

Net Operating Revenues

OpnnerrNc Taxrs
Federal Taxes on Income

Other Taxes-principally State, local and Social Securitv. .

Total Operating Taxes

$ 68r,834,666 $

333,7 59,88r

644,654,882

32o,976,9r4

662,818,r78

2854ot,67r

27,327,292

29,852,22o

35,8o8,469
t6,264,78o

t09,923,777

34,8r8,8r2
44,8683ry
28,2r5,4o7

659,rzz,74B

271,oo7,54t

2r,570,o37

28,6oo,o97
t3),or5,g59

16,497,2o4

99;86;rz
29,788,563

44,57o,194
26,956,546

$;ir4i6,J16 $;;8&],to5
$ 927,t65,8fi $ 644,44o,o5r

$ 24o,758,8q g tzt,or7,zo3
258,692,549 zz5tz6,r3g

$ 4es,,45rS6z 5 16,,43,?4,
Net Operating Income lcaded torward) .. $ 427,714,454 $ ,fiiqf.;.og

For notes, see page 26.
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BELI SYSTEM FINANCIAT STATEMENTS
(American Teleyhone and. Telegrayh Comyany and its Principal Telephone Subsidiaries)

CoNsorroerED INCoME SrarnrmNr-Continued

Net Operating Income (brought iorward)

Orurn INcoMs

Diviclends from subsicliaries not consolidatecl (i)
Proportionate interest in earnings (after dividends) of sub-

sidiaries not consolidated (i).
Dividends frorn other companies
I\{iscellaneous income (k)
Less: Miscellaneous deductions from income (h)

Income Available for Fixed Charges

Frxnp Cn.tncrs

Interest on Funded Debt ..
Other Interest .....
Other Fixed Charges
Less: Release of Premir-ul on Fttnded Debt-net

Net Income

Nar INcouE AppLIcABLE To MTNoRITY INTERESTS

Year r95o

$ 427,7r4,454

$ 33,662,r44

5,857,r76
4,799,91r

13,79o,714
r3,rro,899

{ 4?u\;6

Year ry49
$ 298,2963o9

$ 39,292,447

4,67t,tto
4,199,t21

t8,r33,o67
t1t793,o1)

$ 352,799,o4r

$ ro8,892,r58
4,6v386

37,O74
309,982

$-llCe66-,e,a

$ ro5,95r,67r
636o,265

z8,r8o
zg7,o8o

$ 24o,756,oo5

Preferred Stock . $
Common Stock .

Amortization of Telephone Plant Acquisition Adiustment. '... '.
Organization and Capital Stock Expense charged ofi . . . '
Net loss on sales of property and abandoned proiects
Miscellaneous deductions

Torer DrnucrroNs .

B,taNcr-DTcEMBER 3r, 1950

r,o74,258 $
ro,83o,6r 5

1,O74,258
6,826,282

Net Income Applicable to A.T.&T. Co. Stock . $-34a,9Oz,o5r T-;1.:-SrS/fi

Consolidated Earnings per share of A. T. & T. Co. Stock (l) gr 2.58 $9.7o

Statement of Consolidated Unappropriated Earned Surplus Applicable to American

Telephone and Telegraph Company Stock-Year 1950

Net Income applicable to A. T. & T. Co. Stock .. . \-346,96-;-,"5'
Transferred from Earned Surplus Reserved-Net. '..... 532,775
Profit on sales of securities 3,377,972
Adjustmeut of tax accruals for prior years . . 2,792,576
Milcellaneor.rs additious 79r,68r

Torar- AnoruoNs .. . $ l5+,+51,o55
Dividends on A. T. & T. Co. Stock ,. .. ' .. . $ 248,27o,46o

7o7,8rz
t,6o3,o95

7o7,4o8
to5,729

$ zsr,394,so4

L+t:t::,+6!
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NOTES TO BELL SYSTEM FINANCIA L STATEMENTS

(r) "Telephone Plant" comprises land and buildings, rights of way, poles, wire, cable, under-
ground conduit, switchboards, telephones, vehicles, furniture, etc. As required by the Uniform
System of Accounts for Telephone Companies, "Telephone Plant in Service", "Telephone Plant
under Construction" and "Property Held for Future Telephone Use" are stated at cost to the
companies except that property included therein which was acquired from a predecessor owner
is stated at its original cost when first dedicated to the public use. The amount classified as

"Telephone Plant Acquisition Adjustment" represents certain costs attributable to property pur-
chased from predecessor owners. Expenditures for patents have been charged ofi as incurred
and thus are not included in the asset accounts.

(b) These-investments are, rvith minor exceptrons, stated at cost. At December 3r, i
securities carrie<i in Investments in Subsidiaries not consolidated at $26,678,ooo have
deposited as part of the security for funded debt of a subsidiary consolidated.

950,
been

(c) Installment payments and interest credrted thereon applicable to shares (r,474,874 at
December 3r, rgSo) tirich employees of the American'felepllone and'Ielegraph Company and
its subsidiaries elected to purchase under the Employees' Stock Plan authorized by stockholders
in 1946. The Plan provid-es that an emplovee may bancel his election to purchas'e in whole or
in part at any.time and receive a refuud r,virich mav be taken in cash or applied to the purchase
of shares. In November r95o stockholders authorized the Board of Direitors at its discretion
to offer a maximum of 3,ooo,ooo shares of stock to emplovees of the American Telephone and
Telegraph Company and its subsidiaries under a new Employees' Stock Plan.

(d) The American Telephone and Telegraph Conrpany has given stockholders of record
o_n fanuary 29, !951 rights to subscribe to $4r5,4r4,ooo principal amount of Twelve Year 33/elo
Convertible Debentures, due Mrrch ry, 1963, which will he cbnvertible beginning June r,- r95r
into 4,r54,r4o shares of the Companl"s capital stock at $r38 per share.

(e) Reservations against contingency of refunds to subscribers in connection with certain
pendiug rate proceedings.

(f) "Total.Operating Revenues" include approximately $r7,6oo,ooo in 195o and grr,3oo,ooo
in- 1949 with respect to which reservations of surplus have been made against conting-ency of
refunds to subscribers in connection with certain pending rate proceedings.

(g) Cost of development and research work carried on in behalf of the American Telephone
and Telegraph Company by Bell Telephone Laboratories.

(h) The total provision for emplovees'service pensions amounted to $rr8,ro5,483 for r95o and
gro7,567,818 for ryq9, of which $8,r8r,7o6 for each vear was charged to Miscellancous Deduc-
tions frour Income in order to con-rply with accountilg requirements of the Federal Communica-
tions Commission. The companies and their independent public accountants consider that this
latter amount was, in [act, a current operating expense.

(i) Includes dividends received from Western Electric Company in the amounts of $3r,439,36r
in r95o and$37,424,155in ry49.

(i) Includes the American Telephone and Telegraph Company's proportionate interest (over
gg%) in the earnings (after dividends) of tr\restern Electric Company and its subsidiaries
amounting to $7;73,372 in r95o and $5,o55,38o in 1949.

(k) Includes interest charged constructiou in the amounts of $7,275,8o9 in 195o and
$rz,7oo,3z8 in 1949.

(l) Based on average number of shares outstanding-z 7,585,6o7 in r95o and 24,ot4,r47 in
1949.
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BELI SYSTEM FUNDED
December 3r, tg5o

American Telephone and Telegraph Company:
Ten Year Convertible Debenture z)/+s, tg57. $
Ten Year Convertible Debenture 3Yts, tg59.
F'ifteen Year Convertible Debclture z1/+s, tg6t
Tlrirty Year Debenture z7As, ry7o.
Twenty-One Year Debenture z)/+s, Lg7t. . .

Trventy-Five Year Debenturc z,)/ss, 1g7)...
T'lrirty Year Debenture z1/+s, r975
:Ihirty-Five Year Debeniurc z)./+s, 916...
'['hirty-Five Year Debenture zv/+s, r98o. . .

'l'hirty-I'ive Year Debenture 21./+s, rg8:. . .

lrorty Year Debenture 25,'as, ry86.
I,'orty Year Debenture zVas, ry87.

New England I'elephone and Telegraph Companv:
First N{ortgage 4Yzs, ry6r, Series B,
First Mortgage zl/+s, ry75, Series D.
il'wenty-Five Year Debenturc 3s, t974.
Thirtylplvs Year Del>enture 3i, ,9Si..

New York Telephone Company:
llefunding Mortgage 3s, L964, Series C.
Rcfunding N{ortgage zt/+s, r99z, Scries D.
l{efunding Mortgage 3.uas, ry78, Series E.
llefunding lVlortgage 3s, ro8r, Series F.

New Jersey Bell Telephone Company:
Forty Year Debenture 3lr6s, 1986.
Forty Year Debenture */+s, rg9o.

Bell Telephone Company of Pennsylvauia:
First and Refunding Mortgage 5s, 196o, Series C........
Irirst and Refunding Nlortsage 274s, 1976, Scries D.. . ...
Irirst and llefunding \tlortgage 214s, ry73, Scries 8......
Twenty-Five Year Debenturc 3s, t914.

Diarnond State'felephone Company:
Thirty Year Debenture 3s, 1968.

Southerir Bell Telephone and Telegraph Company:
Thirty Year Debenture z)/+s, r9tz.
Forty Year Debenture 3s, rg7g.
Forty Year Debenture z3/+s, tg85
Forty Year Debenture z7/ss, :987.

Michigan Bell Telephone Companl':
Forty Year Debenture 3/ss, 1988.

Illinois Bell Telephone Company:
First Mortgage z/+s, t98r, Series A.
First Mortgage ls, 1978, Series B.

Northwestern Bell Telephone Company:
Thirty-One Year Debenture 71/+s, tg7g. . .

Thirty-Four Year Dcbenturc z)/+s, ry84...
Southu'estern Bell Telephone Company:

Thirty-Five Year Deberrture 31/as, 1983.. .

Forty Year Debenture z3/+s, :g85.
Mountain States Telephoue and Telegraph Company:

Thirty Year Debenture 3t/zs, ry78. 25,ooo,ooo
Fortv Year Debenture zs/ss, ry86. 35,ooo,ooo

DEBT

Amount
t:-9,535,6oo

59,r7o,ooo
266,248,4oo
r40,ooo,ooo
2OO,OOO,OOO

15o,OOo,OOo
l6o,ooo,ooo
go,ooo.ooo

r 7 5,ooo.ooo
2OO,OOO,OOO

1 2 5,OOO,ooO
2OO,OOO,OOO

4o,ooo,ooo
2O,OOO,OOO

3 i,ooo,ooo
4O,OOO,oOo

7 5,ooo,ooo
I 2 5,OoO,OOO
6o,ooo,ooo

9O,OOO,OOO

5 t,ooo,ooo
r 5,ooo,ooo

5o,ooo,ooo
2O,OOO,OOO

3 5,ooo,ooo
25,ooo,ooo

3,Ooo,ooo

3 5,ooo,ooo
z5.ooo,ooo

45,ooo,ooo
75,ooo,ooo

75,ooo,ooo

;o,ooo,ooo
6o,ooo,ooo

6o,ooo,ooo

roo,ooo,ooo
75,ooo,ooo

Increase
During Year

-$ 45,424,7oo

-r86,845,8oo
-4,75t,400
2OO,OOO,OOO

r 5,ooo,ooo

-6o,ooo,ooo6o,ooo,ooo

t'acific Telephone and Telegraph Company:

Tlrirty-Five Year Debenture yt/ss, 1983. ..
Forty Year Debenture z3/+s, t985.
Forty Year Debenture z7/as, 1986.
Fort1, Year Debenture 1Yss, t987.

75,ooo,ooo
75,ooo,ooo
75,oOo,ooo
75,ooo,ooo

lOO,OOO,OOO

Total Funded Debt .. $3,632,954,ooo:
27
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AMERICAN TETEPHONE AND TETEGRAPH COMPANY

Property Held for Future Telephone Use 528,436

Investments in Subsidiaries-at cost (see page 72) .,. .. . 4,92r,944,468

Stocks . ....., $4,62r,o97,468
Advances 3o4,847,ooo

Other Investments-at cost (see page 3z) 56,5o6,29r

Stocks . ...... $ 55,2ro,85r
Advances 1,ooo,ooo

Miscellaneous 295,44o

BeleNcr Snmr

ASSETS

PraNr AND OrHER lNvrsrrvrsNTs

Telephone Plant (a)

Clnssified in the accortnts at Decetnber gt, ,g5o as,

follous:

Telephone Plant in Service ... $ 885,216,o95

Telephone Pldnt under Construction .. tg,7go,98g

CunnrNr Assrrs

Cash and Demand Deposits

Temporary Cash lw'estments ....
Comprises at December 3t, tg1o U. S. short-term obli-
gations hat;ing a market wlue of $284,o47,ooo.

Special Cash Deposits

Current Receivables ... .. :.

Amounts due for serttice (less reserl)e atnounting to
$5o,ooo at December 3r, r95o), uorking adrances,
interest and dioidend.s recehtable, etc.

Material and Supplies

Principally for construction anil maintenance ?ttr?oses,
Total Current Assets .

December 3r, December 3r,
r95o 1949

$ go5,;35,52o $ 877,374,o66

$,56o,262,o65

!9,87o,56o

Total Plant and Other Investmentc ,... $r,887,986,279 $5,483,5o6,69t

$ r5,o27,o75

284,27o,285

z,63o,7rr

37,9r5,4?r

$ 16,393,2o3

279,g83,oo8

2,9o3367

)7,744,)54

7,298,695 8,448t5

$ 743,178,157 $ .3o5,472,o47

DEruRReo Cnencrs $ ry,3ry,459 $ 4,747;58

Assets . Wi&ArSgS

For notes, see page Jr.
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AMERICAN TETEPHONE AND TELEGRAPH COMPANY
BareNcE SnBnr-Coztinued

LIABILIT IES

Ceprrer. Srocr

Common Stock-par value ($roo per share)
At Decem.ber 3r, tgso-a.utkorized. 45,ooo,ooo sharesl
outstdtuding, 28,6t 5,956 shares (b).

Premiums on Capital Stock .

Amount receited in excess of par value.

December 3 
r,

19 50

$2,86 r,59 5,6oo

6z6,z5z,ogt

December 3r,
1949

$:,526,r r8,3oo

5z 2,888,638

Capital Stock Installments (.) .. . . . .. .., tz3,8zr,goo t69,1788+7

Total Capital Stock . $3,6rt,669,59r $3,2t8,785,285

FuNonl Dnsr (see page z7)
Convertible Debentures (d) ... $ 444,954,ooo $ 68r,975,9oo
Other Debentrlres .. . . . _144:,oggf99 r,24o,ooo,ooo

Total Funded Debt . $r,884,95.4,ooo $r,9zr,975,goo

CunnBNT AND ACCRUED LIABILITIES

Dividend Pavable
Accounts Pajrable
Interest Accrued
'Iaxes Accrued

Total Current and Accrued Liabilities $ 127,468,16o $ ror,38J,69o

Drnrnnrp Cnnorrs
Unextinguished Pren.rium on Funded Debt . .

(After d.eduction of unamortizeil discount and expense.)

Other Deferred Credits
Total Deferred Credits

DBpnBcrerroN Rrsrnvr
Proiision to meet loss of inrestment in Tel,ephone Plant
uyon its ultimate rcthernerr.t fron serrice.

UNeppnopnrarED EaRNED Sunprus
Analysis of change during r95o:

Net Income (see page 30) ...... . ... $286,8o2,297
Miscellaneous additions 49),959

' T'otal arlditions {=8.,:46,r?
Dividends declared .. $r$,i;i6;
Miscellaneous deductions 944,L15

Total deductions ... . $r4r,rr4,S?S
Net increase .. $ 38,o8r,677

$ 3,215,523

tz,6t4s63-

$ r5,829,686

$ 345,62r,72r

$ z,9z9,7z6

tz,4So,8z8

$ . rr88o,5r4

$ 3z),181,4o7

$ 26o,898,737 $ zzz,8r7,o6o

Totar Liabirities ...... Tdi$inW $t6t7tnEe6

64,218,288 $ 56,669,227
r 8,686,o56 t4,662,995
rc,746,958 8,674,978
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY

INcorus SreruntnNr

OpanerrNc RuvnNurs
Toll Service Revenues (.) . . .

License Contract Revennes
Receited for se.rvices furuished teleplnne contyuuies.

Miscellaneous Revenues
Less: Uncollectible Operating Revenues

OpnnarrNc ExrrNsns (f)

Current Maintenance .....:..
Depreciation Expense
Traffic Expenses . .. . .

Commercial Expenses
Operating Rents .

General Administration
Accounting. and'freasury Expenses
Development and Research (g) ...
Provision for Emplovees' Service Pensions (h) ...
Ernployees' Sickness, Accident, Death and Other Benefits..
Other General Expenses
Less: Expenses Charged Construction

Total Operating Expenses

Net Operating Revenues

OprnarrNc Texrs

Federal Taxes on Income

Ornnn INcorvtr

Dividend Income (i) ... .

Interest Income
l\4iscellaneous. Income
Less: Miscellaneous Deductions from lncome (h) ..... .

fncome Available for Fixed Charges

Frxno Cnencas

hterest on Funded Debt . .

Other Interest .....
Less: Reiease of Premium on Funded Debt-net

Net fncome

Earnings per share (i) ... .

Total Operating Revenues 5243,5o5,468

Year r95o
gzoo,594,69z

)o,445,r97

t3,287,6oq
8zz,oz5

$ 26,996,ooo
r4,558,27o

$294,339,638
t2,78r,76t
r,r 8z,o9o
r,3r5,482

ir4+;gs,,LF,

Year 1949

$r8r,889,988
26,979,r33

t),481,2o9
gg7,8gg

$zzt,35z,43r

$ 4r,7t6,6oo
36,oo8,72t
26,65r,649
6,873,168

4,996,o44
11,419,97o
8,584,642

fi,497,2o4
6,5o2,882
r,Br B,B6z

4,98t,780
r,z8r3z6

$ 56,582,235

$ r5,z85,ooo
t3,r57,113

$239,8y,294
t4,gg2,r)2
r,zz6,45o
t,o49,t25

i;{riagn

$ 5z,6gt,o4o
2,583,876

77,442
$zzB,oo3,l99
-----$l4e

$ +l,lrs,sg+
33,307,289
27,515,347

6,723,327

3,874,696
t,676,442
8,28o,946

$,264,38o
6,84o,o72
z;oz,87o
4,928'974

979,950
$Gi,4snq
$ 79,255,48t

Other Taxes-principally State, local and Social Security

Total Operating Taxes $ 4r,554,27o $ 28,442,tr3
Net Operating Income $ 37,7or"r-

$ si,s+2,618
z,oz6,o58

8r,8r r

@
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY

number of shares outstanding-27,585,6o7 in r95o and, 24,or4,r41

Norrs ro BALANCE Snnsr aND INCor.[E SrerrntnNr

(a) "Telephone Plant" comprises land and buildings, rights of rvay. poles, wire, cable, under-
ground conduit, switchboards, vehicles, furniture, etc. As required by the Uniform System of
Accounts for Telephone Companies, "Telephone Plani in Service," "Telephone Plant under
Construction" and "Property Held for Future Teiephone Use" are stated at cost to the Com-
pany except that propertv included therein which was acqrrired from a predecessor owner is stated
at its original cost when 6rst dcdicated to the public use. Expenditures {or patents have been
charged off as incurred and thus are not included in the asset accounts.

(b) A total of 4,44g,54o authorized and unissued shares rvas reserved at December 3r, r95o for
conversion of Debentures, as follows: t,t95456 shares for the Ten Year z3/+lo Convertible
Debentures, due December rS, Lgi7, which are convertible at $r4o per share; 59r,7oo shares
for the Ten Yeat 3Ya/" Convertible Debentures, due June zo, lg1g, which are convertille at
$r3o per share through June r9, r95r and at $r4o per share thereafter; and 2,662,484 shares
for the Fifteen Year z3/+!o Convertible Debentures, due Decernber t5, tg6r, which are con-
vertible at $146 per share. (These conversion prices are subject to adjustment as provided in the
respective Indentures.) See also notes (c) and (d) below.

(c) Installment pavments and interest credited thereon applicable to shares (r,474,874 at
December 3r, r95o) which employees of the Company and its subsidiaries elected to purchase
under the Emplovees' Stock Plan authorized by stockholders in 1946. The PIan provides that
an employee may cancel his election to purchase in whole or in part at any time and receive a
refund which may be taken in cash or applied to the purchase of shares. In November r95o
stockholders authorized the Board of Directors at its discretion to ofier a maximum of 3,ooo,ooo
shares of stock to employees of the Company and its subsidiaries under a new Employees'
Stock Plan.

(<1)- The Company has given stockholders of record on fanuary 29, rgSL rights to subscribe
to $4r5,4r4,ooo principal amount of Twelve Year f/afo Con,r.ertible D-ebentures, due March
ry, ry67. 4,r54,r4o authorized and unissued shares have been reserved for conversion of such
debentures, which will be convertible beginning June r, r95r into stock at gr38 per share.

(e) .Represents the Company's share of total revenues from toll business handled iointly with
snbsidiaries and other telephone companies amounting to g566,84o,ooo in r95o and$4g4,4-zg,ooo
trr Lglg.

(f ) Operating expenses are_ incu_rred principally in connection with the Company's Iong distance
communication services and in the perfornrance of License Contract services ]urnished telephone
companies.

(g) Co_st_of development and research work carried on in behalf of the Company by Bell Tele-
phone Laboratories.

(h) The^total provision for employees' service pensions amounted to $7,739,476 for r95o and
$7,oo2,286 lot ry49, of r,vhich $4gq,4o4 for each year was charged to Miscellan'eous Deductions
frorn Income in order to comply rvith accounting requirements of the Federal Communications
Commission. The Companv and its inclependent pirblic accountants consider that this latter
amount was, in fact, a current operating expense.

1il Includes dividends from subsidiaries amountir.rg to,gz9o,z99,o73 in r95o and $276394,254
rn 1949.

(i) Based on average
m 1949.
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ATYIERICAN TETEPHONE AND TETEGRAPH COMPANY

Ixvrs'rrvrnNrs rN Srocxs aNo ApveNcrs-DncnNrsER 31, 1950

Caprrar Srocxs (a)

Trr.rp'oNn sussrpr.^nrrs "ill"t;H, 3*iJ;::X! 
tit"Y.i'"

New England Tel. & T'el. Co.. . . gro7,zr4,zoo 68.92 g r rz,165,7zr g

New York Tel. Co.. 6o6,3oo,ooo roo.oo 629,28o335
Ncw Jersey Bell Tel. Co......... 2ro,ooo,ooo roo.oo 24,667184
Bell Tel. Co. of Pennsvlvania.... 245,ooo,ooo 1oo.oo z5r3fi,o5o
Diamond State Tel. Co......... l3,ooo,ooo 1oo.oo t),7oo,ooo
Chesapeake & Potomac Tel. Co. 8o,ooo,ooo 1oo.oo 8r,ooo,ooo
Chesapeake & Potomac Tel. Co.

of Baltimore City... rr5,ooo,ooo roo.oo rfi,467,862
Chesapeake & Potomac Tel. Co.

of Virginia
Chesapeake & Potomac Tei. Co.

of West Virginia
Southeru Bell Tel. & Tel. Co....
Ohio Bell Tel. Co..
Michigan Bell Tel. Co..........
Indiana Bell Tel. Co.. . . .

Wisconsin Tel. Co..
Illinois Bell Tel. Co..
Northwestern Bell Tel. Co......
Southwestern Bell Tel. Co.. . . . ..
Mountain States Tel. & Tel. Co..
Pacific Tel. & Tel. Co..
Pacific 'Iel. & Tel. Co.-Preferred

Ornnn Sunsrorenrrs

Bell Telephone Laboratories, Inc. 19,ooo,ooo
Western Electric Co., Inc....... (c)
r95 Broadway Corporation. . . ... 17,5oo,ooo

Eastern Tel. & Tel. Co. (Inactive) JJ,ooo
Total .

loo,ooo,ooo

5O,ooo,ooo

47O,OOO,oOo
269,999,9oo

z r9,9 86,ooo

89,998,8oo

122rOOO,OOO

z7r,ro6,5oo
r68,ooo,ooo
q64,998,4oo

9o,o8o,roo
446;4o,zoo
64,o95,7oo

zr,)39,9oo
r3,978,4oo
18,749,8oo

865,ooo

loo.oo

100.oo

roo.oo

99.99

99.99
99.99

100.oo

99.)1
roo.oo

99.99
8).s.
9r.43
78.r7

(b)5o.oo
gg.8r

roo.oo
100.oo

AovaNcrs

88,7oo,ooo

2O,TOO,OOO

r,o2o,ooo

9OO,Ooo

4,8oo,ooo

4,175,ooo

)7r,ooo
24,rOO,Ooo

6,ooo,ooo

r r,7oo,ooo

7,o25,ooo

69,6oo,ooo

I I,2OO,OOO

41,9Oo,ooo
l r,7OO,OOO

r,25O,OOO

2,OOO

t,ooo,ooo

IOOrOOO,OOO

5O,OOO,OOO

47 r,8t7,298
z7o,o4z,t98
zzo;g8,z3z

9o,585,286
t25,22),835
276,587,7o8
fi9,o79,49o

468,25t,478
9t,485,o63

44r,798,788
55,gggs8o

r9,ooo,ooo

325,682,560
17,575,ooo

75'ooo

$ zr,65r,7zt $

r4,54r,847
18,854,783

t6z,5oo

Ornnn Corvrpe.rsrrs

Southern New England Tel. Co. g

Cincinnati & Suburban Bell Tel. Co.
Bell Telephone Companv of Canada
Cuban American Tel. & Tel. Co.

26.67

29.79

s.66
5o.oo

Total

(a) Common stocks unless otherwise indicated,
(b) Remaining shares owned by'Western Electric Company.
(c) rc,q7g,gz2 shxlgs-ne par value.

$ 55,rro,ap g rpoo,ooo

a))-



TRUSTEE'S REPORT OF PENSION TRUST FUND
established by

ArvtrnrcaN Tpr-npsoxu eNo Tsr-ncnapn Corr,tpANv

Balance in Fund-December 31, L949 $ 6ylrl,glq
Aoor:rrors ro Fulro Dunrxc r95o-

Payments into Fund by Company
Interest Revenue, including gain or loss on investments

disposed of ....
Torel AoorrroNs ...

DrssunsrvrcN:rs non PnxsroNs Duurc 1950 . .

$ 7839,476

r,865,zzr
$- si%Sw

r,8z8,9zo

Nsr Ixcnrasr rN Fuxo 7,175,777

Balance in Fund-December 31, Lg5o $ 7r,ro),7rr
Qg\,rpn15sp 6p-

Bonds of Bell Telephone Companies . .. :. . . .

U. S. Government Obligations . .. . . .

Public Utility, Railroad and Industrial Bonds .

Other Investments ...
Cash and accrued interest not due

Torar
Norr: Securities are shown on amortized basis.

New York, N. Y.-fanuary zg, Lg1t.

CONSOTIDATED STATE'VIENT OF PENSION TRUST FUNDS
established by

ArrrsmceN Tr,r,rpnoNr AND TELEGRApH CoMpANy AND rrs PRINoIpAL
Ter-u,pnoNn SussrorA.nrps, Wrsrunx Er,rcrnrc CouraNv, INconnonarrl,
AND ITs SussroranrBs, AND Ber,r" Tnr,sprroNE LanonaronlEs, INcoRpoRATED

Balance in Funds-December )L, 1949 $r,o89,677,2o5

Aonrrrors ro FuNos DunrNc r95o-
Payments into Funds by Companies .. fu37,656,r49
Interest Revenue, including gain or loss on investments

disposed of ... . .. 3r,995,ry6
Other Additions .....

Torer AoorrroNs . .. $qos96,776
DtsgunsrMeNrs ron PnNsroNs Dunrxc r95o . . 28,54r,877

Nrr lNcnr,rss rr FuNns

Balance in Funds-December )1, tgSo

CoMPRTSED OF_
Bonds of Bell Telephone Companies
U. S. Government Obligations . .. .. .

Public Utility, Railroad and Industrial Bonds .

Other Investments ...1
Cash and accrued interest not due

Tor.rr,

Norn: Securities are shown on amortized basis.

Baxxrrs Tnusr Corrp.rNv, Trustee for the respective Funds

g rr,5o7,5rz
2r,239,O79

36,894,5s7
7 47 'zzo
715883

Bexxrns Tnusr Colrp.rrt, Trustee

By W. B. Duxcxu, Vice President.

4r,654,899

!:z::t::t:t
$ zoo,g35,r5z

3fi,97r,8r8
646,583338

ro,o97,556
L1,744,240

$;4,,33,,,%

New York, N. Y.-January 29, tgSL.
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DAILY CONVERSATIONS-tN MrLLroNs

AVER

TOLL AI

TELEPHOI

tttttt
AGE DAILY LOCAT

.lD IONG DISTANCE

.IE CONVERSATIONS-

ffi

ELL SYSTEM

ffi
i,.i:.ti.l!:iliil[.iti lttltf,lti,r[i]tfri ri{i.ti,-i+\,-\itliii,1,.1* $,t*jrii.il.cn._+;;tii';

-ffiffi ffiffiffi
t4t,OOO,OOO CONVERSATIONS A DAY rvere handlecl by the Bell System in 195o-some 8,Boo,ooo
a day more than in 19,19. T'o11 and long distance messages in r95o totaled 5,9oo,ooo a day.

PLANT INVESTMENT-rN BrLLroNs

1935
AT END OF YEAR

glo,Ioo,ooo,ooo is invested in the physical facilities of the Bell Svstem. The greater part is in
ceutral office facilities and outside lines, a much lesser part in equipment on'customers'premises.
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$t38.O3 wAS INVESTED pER SHARE of A. T. & T. stock at the end of r95o. Over a period of

Jo years, the dividend of $9.oo has provided an average return of 6.6 per cent on investment.

AHrosT $5,5oo,ooo,ooo has been expended by the Be]l System 'in the last five years to meet

the demands for telephone service during the postwar period and to irnprove the quality of service.
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