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When telephone users or operators dial far-away numbers, this
kind of equipment puts the calls through in a matter of seconds.
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AMERICAN TELEPHONE AND TELEGRAPH COMPANY
195 Broadway, New York 7, N. Y. EXchange 3-9800

The Annual Meeting of the Share Owners will be
held at 1 p.m. on April 18, 1956, at the Com-
pany’s offices at 50 Varick Street, New York.
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BELL SYSTEMWM
1955 1954
I Earnings on Capital _________________ 6.8% 6.2%
| Operating Revenues
and Other Income $5,390,936,000  $4,867,897,000
‘ Operating Expenses and Taxes $4,576,053,000 $4,172,642,000
Interest Deductions = $131,339,000 $130,356,000
I Netdincame et cu i $683,544,000 $564,899,000
| AT &T. Shares—Average for Year 50,706,000 46,148,000
x Number at Year-End 54,116,000 48,162,000
Fil‘lﬂlltl(ll Net Income per Average Share $13.10 $11.92
Total Retained Earnings
Summary per Share at Year-End - $19.99 $18.19
I’ss | EFFECT OF 1955 EARNINGS OF $13.10 PER AVERAGE SHARE
Il To Pay Dividends $9.00
| To Prevent Reduction in Retained
| Earnings per Share as Shares Increased $2.18
To Increase Retained Earnings per Share $1.92

On the Larger Number of Shares at Year-End This Equalled $1.80
. . . bringing total retained earnings per share from

BELL SysTEM earnings improved in 1955,
The improvement provides needed protection
for the share owners’ investment and betters
the financial outlook.

Earnings of $13.10 per average share in
1955 were $4.10 greater than the dividend
payments of $9. As the table shows, with
the increase of nearly six million shares dur-
ing the year, $2.18 of this was needed to
keep the amount of earnings retained in the
business for each share of stock the same
at the end of 1955 as at the end of 1954.
Hence $11.18. or more than 85 per cent of
earnings, was required to pay dividends
and maintain the retained earnings protect-
ing each share. Less than 15 per cent was
available to increase retained earnings per
share. These are still quite low and needed
strengthening in a good year like 1955 if we
are to make prudent provision for future
years when business conditions may be less
favorable.

Earnings improved with the unprece-
dented prosperity of the nation, They re-
flected our participation in a rapidly expand-
ing economy. Vigorcus promotion of tele-

(il $18.19 at the end of 1954 to $19.99 at the end of 1955.

phone services contributed much to our
financial progress.

We obtained $1,200.000,000 new capital
to expand and improve service. Most of this
came from the sale of convertible debentures
and their conversion into stock. The earn-
ings retained in the business are also im-
portant in providing funds for construction.
Without this money. we should have to raise
even more capital and spread our earnings
over an even larger number of shares.

Operating taxes were $1,041,000,000, an
increase of $156.000,000 over 1954. Operat-
ing taxes equalled $19.92 per share of A. T.
& T. stock. Federal excise taxes paid directly
by telephone users were $435.000,000, or
$35,000,000 less than in 1954, This decrease
reflects the reduction in excise tax rates by
Congress April 1, 1954. Total taxes on
telephone service averaged $2.75 a month
per telephone.

A.T. & T. share owners increased 102,000
to a total of 1,409,000. This is two and a
half times the number of share owners in
any other company. and the 1955 increase
was larger than in any other company.
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“Zone melting” at a Western Electric plant produces probably the purest

material ever made by man—crystals of germanium with only one part of
impurity in a billion. The crystals are used to make transistors. These remarkable
new electronic devices were invented at Bell Laboratories and we are putting
them to work more and more in the modern telephone system. The Laboratories
also developed the zone melting process.
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Service Summary 1955

O UR CUSTOMERS used more telephone serv-
ice in 1955 than ever before: in fact the in-
crease was the biggest in years. The Bell
System added 2.880,000 telephones, nearly
half again as many as in 1954. Long dis-
tance conversations went up 12 per cent. To
meet the public’s needs we invested more
than $1.6 billion in new and improved
facilities.

Bell System people made further strides
in providing more complete and convenient
service. Additional telephones in homes that
already had one or more instruments in-
creased about 875.000 — almost double the
gain in 1954, These “convenience telephones™
in bedrooms, kitchens. farm buildings and
other locations now total nearly 4.450.000.
Colored telephones are proving quite pop-
ular; we installed nearly a million of them
last year.

Households served by individual lines in-
creased to 10.400.000, We added another
325.000 telephones in rural areas. bringing
the postwar gain in these areas to 3.000,000.

We also changed 350 more central offices
to dial operation. Nearly 87 per cent of all
16.200,000 Bell telephones are now dial-op-
erated. Long distance operators dial three of
every five calls they handle straight through
to the distant telephone. In 65 places. com-
pared with 25 a vear ago. users themselves
dial directly to many distant points.

We built and are building thousands of
miles of new long distance voiceways to
expand and improve service, These include
express routes bypassing large cities and
other locations that might be critical areas
in event of war. The network for carrying TV
programs continued to grow. Work on the
first transatlantic telephone cable has gone
well and we expect to start handling con-
versations over it late in 1956.

Services for industry are growing rapidly.

Bell System lines carry speech — teletype-
writer messages — electrical signals for re-
mote control and measurement — and data

of many kinds between business machines.
The field is enormous; we are only at the
beginning.

Western Electric, manufacturing unit of
the System, greatly increased production.
Two-thirds of the equipment produced for
the Bell companies was of new types de-
\'elopcd since the war. Tod;l_\r at Bell Labo-
ratories. new switching and transmission
systems of great promise are coming into
being. Both Western and the Laboratories
Ilﬂ\‘e E:l.].‘"\O ('O“ii]lu[’d \ilal dCre[]Se \\'Ork.

Again in flood, hurricane and other
emergencies, Bell System men and women
did a splendid job. And in every day’s
work. it is always the skill and spirit of tele-
phone people that make good service. Both
will count in the even larger undertakings
we see ahead in 1956.
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