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Report of the Directors
of

l American Telephone and Telegraph Company

New York, February 10, 1933.

To THE STOCKHOLDERS:

service decreased 106 per cent. The 13,793,000 telephones at the
end of the year were 12 per cent below the maximum develop-
ment, a point reached in 1930.
| Local telephone conversations were about 514 per cent less
than in 1931. Toll and long-distance telephone conversations
were 17 per cent less than in 1931 and 23 per cent less than
1930, the year of maximum toll and long-distance use.

' During 1932 the number of Bell System telephones in

There were no net additions to plant as a whole in 1932,
the plant investment showing a decrease of $6,300,000, as com-
pared with an average increase for the previous five years of
$282,000,000 per year. The property has been fully main-
tained and full provision has been made for depreciation.

Total assets of the System amounted to $4,901,576,000 at
the end of the year. Bonds of $28,000,000 matured during

| the year and were retired. Cash assets—including funds tem-
porarily invested in Government obligations—were $204,000,-
000 on December 31, 1932. The System has no bank loans
| outstanding and no obligations of substantial amount maturing
r until 1937, when approximately $42,000,000 of bonds become
due.
Total operating revenues of the System decreased $119,-
. 400,000 or 11 per cent. Operating expenses other than de-
| preciation decreased 11 per cent. Total expenses, including
’ depreciation and taxes, decreased $74,600,000 or 8.7 per cent.
| The net earnings were $194,400,000, a decrease of $63,600,000
as compared with 1931. Of this decrease the amount of $10,-
| 325,862 was due to the fact that no dividends were received
' from the Western Electric Company.
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The net earnings of $194,400,000 were at the rate of 8.9
per cent on the cost of plant and other assets, but as less than
one-third of the System’s capital obligations are debt obliga-
tions, these earnings were three and one-half times the System’s
interest charges. The net income after interest charges was
short of dividends paid by $45,695,000. This amount was
charged against surplus. As the Western Electric Company,

which is not included in the above figures, operated at a net loss
of about $12,600,000, the net income of the System, including
the Western Electric Company, was $58,300,000 less than divi-
dends paid.

Treating the System as a whole, including the Western
Electric Company, the earnings in 1932 on American Tele-
phone and Telegraph Company’s stock were $5.96 per share.
Considering the American Telephone and Telegraph Com-
pany by itself, its earnings, which include dividends received
from Associated Companies paid by them in part out of their
surpluses and which do not reflect the Western Electric Com-
pany deficit, were $7.82 per share compared with $9.05 in 1931.

Due in large measure to the financial policy followed in
the past, the Company was able to continue dividends to its
700,000 stockholders at the regular rate in 1932, although the
System did not fully earn them. During the 47 years of the
existence of the Company, it has never made large profits
but it had by January 1, 1932, accumulated by careful man-
agement and conservative financing, a surplus amounting
with its proportion of the surplus of its Associated Companies
to $29 per share of its stock outstanding. The Company has
never in any year prior to 1932 paid out all its earnings in divi-
dends, payments to stockholders being limited at all times to
reasonable, regular dividends. During the boom period cul-
minating in 1929, in spite of considerable pressure growing
out of the speculative fever, the Company paid no “melons”
to its stockholders, declared no extra or stock dividends, and
did not split up its stock. On the contrary it made three sub-
stantial reductions in long-distance rates and at the same time
greatly extended the scope, increased the speed and improved
the quality of both local and long-distance service.

For the 18,662,000 shares of stock which are outstanding,
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the Company has received $2,135,000,000, or an average of
$114 per share. Thus the Company has received $268,000,000
more than the par of $100 per share, the opposite of “watered”
stock. For many years an important consideration back of
the financial policy of the Company has been the fact that
regular dividends, representing, as they do, a return on actual
cash invested, are vital to the day-by-day living of the vast
majority of its hundreds of thousands of stockholders, more
than half of whom are women. No stockholder owns as much
as one per cent of the stock outstanding, the average holding
per stockholder being 27 shares. The number of stockholders
was 700,851 at the end of the year, a net increase of 55,948
during the year.

The past ten years have witnessed notable changes in the
character and scope of Bell System telephone service. Im-
proved methods and refinements in the art have produced
greater speed, accuracy and conversational clearness on local
and long-distance calls. At the same time scientific develop-
ments have steadily extended the range of the human voice
over a greater area of the world’s surface.

Ten years ago, on December 31, 1922, there were, including
approximately 4,500,000 telephones operated by some 9,000
connecting companies or on connecting rural lines, about 14,-
050,000 telephones in the United States interconnected in or
with the Bell System. On the same date there were 550,000
telephones in Canada accessible through toll lines. This was,
except for connections with Cuba and some small border towns
in Mexico, the then range of communication over a Bell System
telephone.

On December 81, 1932, there were 17,500,000 telephones
interconnected in the United States and, in addition, due in
large part to transoceanic radio-telephony, these were con-
nected with some 13,200,000 telephones outside the United
States. About 92 per cent of the 33,400,000 telephones in
the world are now interconnected and all countries with
more than 100,000 telephones except New Zealand, Japan,
China and Russia can be reached by telephone from any part
of the United States.

During 1932 overseas telephone service was extended
through existing transmitting stations to: the principal cities
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of the Union of South Africa, Bangkok in the Kingdom of
Siam, the Balearic Islands in the Mediterranean, the principal
cities in Egypt, the Republic of Peru, and the city of Lisbon
in Portugal. In addition, through new stations near Miami,
Florida, radio-telephone service was extended to Colombia,
Venezuela, and to Nassau in the Bahama Islands.

Ship-to-shore telephone service was extended to nine addi-
tional liners, making 15 in all at the end of the year. Each
vessel, while at sea, is able to reach all Bell System telephones,
as well as those connecting with the System in the United
States, Canada, Mexico and Cuba.

The telephone cable between Kansas City, Missouri, and
Dallas, Texas, was completed during 1982, thus connecting
Dallas and other Texas points into the toll cable network
which now provides a storm-proof system covering most of
the eastern half of the country. Among other circuits this
cable includes direct New York - Dallas circuits, 1850 miles
in length, which are the longest direct all-cable telephone
circuits in the world.

At the end of 1932, 110 airport ground stations in the
United States had been supplied with Western Electric radio-
telephone equipment. A considerable number of aircraft,
formerly having only one-way equipment for receiving beacon
signals and weather reports, now have been equipped with two-
way radio-telephone equipment.

In spite of the necessity for most rigid economy in opera-
tion during the past three years, definite progress has been
made in speed and quality of telephone service.

In 1929, 80.9 per cent of local calls were completed on
the first attempt. In 1932 the percentage was 82.7. This
means an improvement in the handling of four hundred
million calls a year. Of the calls not completed on the first
attempt, nearly all were cases in which the line was busy or
in which no one answered the telephone.

On long-distance calls, the percentage completed increased
from 90.5 in 1929 to 91.2 in 1932 and the average time taken
to make the connection decreased from 2.8 to 1.6 minutes. As
a result of these and other improvements in service criticisms
by telephone users are less than half what they were in 1929.







