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e aspire to be the most admired and valu­
able company in the world. Our goal is to
improve the lives of our customers by

bringing to market exciting and useful communications
services. building shareowner value in the process.

Today.we operate the world's largest.most sophis­
ticated communications necwori<. own one of the
best-known and respected brands. and serve more
than 90 million business and consumer customers.

We are the world's leading provider of long
distance and wireless services. We offer
online services. access to home entertain­
ment and have begun offering local telephone
service in selected cities and states.We also

provide businesses with outsourcing and consulting
services.We create innovative new services through
AT&T Labs. our research and development group.
Through AT&T Universal Card Services. we man­
age one of the largest credit card programs in the
world.We back our services with world-class cus­
tomer care and support.

AT&T has some 130.0400 employees.and operates
in more than 200 countries. Alliances around the
worid - such as A1estra in Mexico. AT&TlUnisource

in Europe. Birla AT&T in India and CANTEl
AT&T in Canada - are helping us reach
new customers in growing markets with
AT&'T-branded services.

AT&T

REVENUES

Communications services $ SO,SISS <18.403
Financial services 1,lSlSe 2.261
........ 04 .

Total revenues $ 52,184 S 50.66<1

• Income from comlnulnr Operations
(the "new" ATciT) was $5.6.biUlon, up 7

. percent from 1995, exdudlnr 1995
resttveturlnr and other charps, In the
face of preparations for extraordinary
challenps and unprecedented chan,..
in our business and our industry.

OOUAJl.S.lN MIWONS'
(EXCEPT flEA SHAAE AHOUNTS) 1996 1995*

• At the same time, '" encuted G

successful triYestlture, splnnlnr offLucent
Technologies and NCR to ATciT share­
owners.

• We remain committed to rrowlnr
our core business, Investlnr wisely In the
future and bulldlnr lonf"tenn WI'ue for
our owners.

INCOME
Operating income $ 8,810 S 5.<153
Income from

continuing operations S,1S08 3.205
Net income S,e08 139

PER COMMON SHARE
Income from

continuing operations $ 3.47 S 2.01
Net income 3.1S1S 0.09

OTHER INFORMATION
Gross capial expenditures S 1S,78S S 4.522
Debt ratio (excluding

financial services) 18.r'1• 41.3%

• '"5 JQl(I .JtC~ 'UlIIlClU'"'f ond Ol/tet ctIotpS. £.cC/Udlltf lIlese dIcltps. ",elGl"'f
"'ClI'ne _ S8.~81. orlCome fr- """'""'"f. operalIOftS _ 15.14' .$J.19 per SIlC'f' J"tl

""I '''C:'''f ~C1 S5.~92 ·SlH per sllcftj.
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1 The Changing World
of Communications
As our cover points out, 1996 was no ordinary year.

It dearly was a year of change. Sweeping. funda­

mental and irrevocable change. Consider:

• The Telecommunications Act of 1996 ­

legislation redeflnln, our entire incfustry

- was signed into law In early February.

• We completed what many observers call the

largest-ever corporate restnJcturing, launching

as separate, global companies a "new"AT&1;

LucentTechnologies and NCR.

• And we took bold,.decisive~epsto broaden
~

and~ngthen our businesS, positioning our-

. selves to maximize growth in shareowner

.value in the years ahead.

These changes - combin~ with'evolving technol~~es

..an~ escalating.cuStomer demands - are moving us toward

.. ~.~ter pu~.se. It is .~"~~'~ to ~ichWe believe we

_ are un~uely SUi~~~ our peopl~ ~i1ities ~n~ siie.

- We are in business to enrich the lives of our customers

through communications. using the most powerful network

on earth. long distance calling is just one component of

end-to-end capabilities that can include local. wireless.

online services. access to home entertainment and many

other services. We can help customers transfonn their

businesses to be more successful. Our message to cus­

tomers is that when it comes to the benefits of the com-

munications revolution."'t's all within your reach:'

Welcomew the new AT&l:



n 1996, we took
some big steps to
make sure your

company will be ready for
the exciting years ahead.

To all AT&Tpeople
our owners and
our employees-

During a very brief stint as chief
financial officer, I had the distinc­
tion of"c:Iosirc the books"- u the
accourancs say-on 1983. AT&rs
last year as~ company of
the old Bell SyDn.

We thoughtatwash~
.~ icaI change. And it was. But the
. ... : ~¥,derway U we dose

. 1hebooben 1996 and mOle

:'. into .,7 are~ anything
we'.,. seen bebre.

The spread ofnM~
. is drwrmic:lly ilCl'elSil'l the p0w­

er ofc:omnu'lic:IIio tI) enrich
people's IMs and ecpII'd the pro­
duaMty ofdwir businesses.The
public's~1S and appecirlI
for commmicalions have grown
in CIndem wid't the stram of new
benefit:s.1t's fair tI) say d1at we

: naN operate in an industry wid't
tnJ1y insatiable demand. Happi1y,
AT&T has been synonymous
with communications for over
100 years. Our job is to ensure
that this remains the case through

the coming millennium.
That's no small ask.The defi­

nition of communications is ex­
panding all the time,and we have
to keep expanding the scope of
our services.

In 1996 we tDCk some bic StI!pS

to make sure your compII'Iy wi1l
be ready for the exc:irir'I )'WS

ahead. But before I look too far
into the fuoJre.Iet's look at the
boaDm line for 1996.

The nMAT&T earned $5.6
billion. AJthou&h a~ it's
a1so a disappoinunent since we

expected to do better.Those
lower than·expeaecl earnings
reflea some rough months in
the consumer long distance mar­
ket u well u some major irMlst­
menu we made in the business.
IIMSCDn were IooIcing for beaw
earnings growth from AT&T in
'96. Nobody likes to disappoint
shareowners less than Ido. But if
we eYer needed to balance short­
term earnings with long-term
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il'M!SlJTlents - while also stepping

up the mari<eting of today's ser­
vices -last year was the time.

It was the year Congress
changed the rules of the game in
the United States. Ultimately. the
TeIec:onvnunicationsAct of 1996
will erue the distinction between
Ioc::aI and toredistance service.
Last year was the year you couldn't
esape reading about the Inter­
net, which has the potential
to erue the disUncdon between .
'fOice and dD~And
as I write this._WoridTrade
Orpnizarion.t- just reached an
historic ..."ent tI) open mar­
~ around the world to real
competition,evenaaIly eruing

the dIstinction between domestic
and international aJIs.

Last year we expandecl the
capabilities of the AT&T netWOrk
- the wortd's most powerful -
by adding SQte..of-the-art switch­

ing and O'anSmission capacity. We
also bepn upgrading our billing

and c:ustomer care systemS to

handle the complex demands of
pl"O'liding Ioc::aI service and com­
binations of services.

We aggressively bid on w,re·
less spearum licenses thatn.



creased our wireless footprint to
reach more than 90 percent of
the U.s. population. laying the
groundwork for services that will
offer~ unMnal mobil­
ity. We expanded intO Internet

access and cruti"'Web sites for
businesses detennirtecl to make
online shopp", and other fonns
of eIeca'onic commerce as
everyday as usi", Automatic
Tener Machines. And we bepn
offeri", AT&T-branded CCCTII'I'Irio
ations services in Canada.
Mexico, the United Kingdom and
elsewhere around the world.

Late in the year we made an­
other kind of investment in the
future when we brought in John
R.Walter as our new president
and chief operati"' officer. Many
people were surprised that our
board went outside the industry
to select john. but he hit the
ground running and has taken
finn control ofour opemions.
From the day he &Ot here. john
has worked with the senior lead­
ership team to ensure that we

. hoM! both an integrated mategy

and focused~for
implememi"l it.

In terms of shareowner '4Iue
deliYered in '96, the massNe ai­
vestia.lre we ccmpleted~
ows~ else. As d the end
of February. LucentTechnolocies
and NCR were valued at nearly
$38 bt11ion,democii1ladrCthe
validity dour iniI:iIINe CO spin
off each company CO shaN­
owners.

This was the bigest c0rpo­

rate n!SU'\Ica.srina ever. Our
people compIeced it precisely on
schedule in only 15 months, con­
cludi", with the launch d d1e
newAT&T on jnary 1st. In 15
short months, we eliminated 13
yean of esalating.mari<et c0n­

flictS and str2tegic ambMlence.
Frankly, the timing couldn't

have been better.

LucentTechnologies an now
marlcet its equipment and systems
to all the communiations com- .
panies of the world - especially
to the Bell companies in Ameria
- without worrying about the fact
that those companies are c0m­

petitors ofAT&T. I'm disappointed
that we weren't able to make
the NCR merger work. but now
NCR an concentrate on its core
strengths in computing without
adapting to the larger strategy

d AT&T. All d)'OU who were
inYestol"S in AT&T at the time d
the remuc:aJri", are sharing in

~ continued growth of~
and NCR if )'OU reained )'OW"

shares in these companies.
Butwhat about the new AT&n
As I said, rYe seen this pica.sre

before. 1984, the year of the fim
break-up. was a wrenching year
for )'OUr company. Profes·
sional"AT&T-watehers" were
pessimistic about our prospeas.
They said that the Regional Bell
Operating Companies had it
made. All we had were competi­
tors. And what did we know
about marl<eting~ Sound familiar~

WeI~ 0Wlr the next 13 years.
we created billions d dollars in
shareowner value. Now, we hoM!
the opportUnity - and the will ­
to do it again.

Our balance sheet is stronger
than it has been in 30 years. Our
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focus is laser-sharp. Our eyes and
ears are attuned to customers.

The growing, global commu­
niations and information ser­
vices business is dead-center in
our eross-hairs.That's a business
we've led for generations. And
while it is also a business that is
changing faster than Jnf on earth.
no other company has the pe0­

ple, technology, br2nd, market
presence and financial resoun:es
that -we hoM! to put those changes
to work for us.

The change staring us in the
hce coday is the newTelecom­
muniatioN Aa.1f implemented
as Congress intended. the new
law will eliminate the monopolies
in US.1oaI phone service.

Let's keep in mind, chough. that
this was an aet of Congress. not
an act of God. No one an pry
the IoaI marIcets open overnight
or even over one year.

We're moving into the vast

IoaI sertice marbt with a
focused and deliberate S1Tolteg)'.

To start.we're negotiating to sell
the service of some local m0nop­

oly companies.We also plan to

build our own Qcilities where and
when it makes economic sense. In
faa. just as this annual report was
going to press. we announced an
unprecedented fixed wireless
technology that gives us the
option of reaching loal cus-

jOhn R. Walter

(left), presiderr:

and Chief

operating offie
and Bob Allen,
(hainnon and

chiefuecutM
officer.



leader in our industry. It means
out-iMOYUinl our best competi­
tors. who Wllli1cely include some
of the 'NOl"lcfs most successful
software companies. It means
growing our traditional strengths
at the same time that we be­
come eYen more creative and
performance-clriven.

I'm not naive. Many of our for­
mer Operatinl companies.. as
entrenched as eYer in their local
markets. will be comine after us
in the year'$ ahead. The new
trade qreement opens opponu­
nities for us. but it also lives
well-heeled foreign companies a
hUmi~ license on our front lawn
- the richest communications
services market In the world. In
shot1. we haw to leap some tall
bUndi~ to keep our leadership
posidon in this dynamic industry.

But I know one thInc for sure.
This I believe to my core: AT&T
people an and will do it.

. .

Customers will expect us to
put services and technologies
together in combinations
that meet their needs. We
won't disappoint them.

tomers over wireless connec- As~ as it is to speculate
tions and eventually pn:Mdi~ on the fuo.n, no one is~
consumers with advanced ser- the herHnc\-now, especia1Iy in
vices like full-motion video con- our core Ionc distance business.
{erencing and high-speed data The business services side
applications.We hive other teCh- of !ong disance had one of its
nolegy and parenering options as strOngest years ever in 1996 and
well. the majority of its customers an:

It will take time, but we an: now buying a much broader
totally committed to being a range of services from AT&T.
leader in loa! service. Because On the consumer side, we
local sevice is part of the ex- began oft'ering a range of new
panded offer we want to make services - from new Digital
in the years ahead. PCS wireless service and inno-

Customers will expect us to vations in online services to

put services and teehnologies to- DIRECTY. We also launched
gether in combinations that meet the industry's tim trUly simple
their needs.We won't~ gUi.. plan -AT&T One IUte-
them. We are movinIlnco IN-" which now hu more than J
ture of "aIkI'lStanC8"~ million customers..
tions - global end-to-end~ . . As)'OU~~ there's
munications that malcas,.disdnc- abundant tMcIence of chance all
con between IoaI aner..dis-. averAT&T wnhin d1ese pIpS.

tance, wireless or wired. It's I ,\.-- .~samIl~~~ the new

future where we will see~· ::..: ...:.;~T&Tare f.unIIIart¥.~We
trUe converzenee ofvoIc» ancf ~~~ -. stiI use the vaJues d Our Com­
data netWOrics. PeopII wi~. men Bond (seebId(~) as

on unMlrsal mobility. electronic the cuideposts for cur beha\'ior.~.~
commerce and~" d We soli value diYersity as a busi- (
our ser'Yic:8 ncbod(s 4Mn ness asset.'We stiU support the
chou&hc of,.. COI1VftII1ities where we live and

In this fuan,as in the put. woric. Robert £AIIen,
AT&T wiI d",.data iaeIf from These are vaJues we take with Choitmon and ao
the compeciUon by the quality us into the future. FebtuDry 28 /991
of our services and by our elCIICU- I intend to do~ in my •
tion.We will win custamers'loya1- power to ensure that)"OUr' ccxn-
~ by undemanding their needs pany is poised to ecploit the
better than any other company. opponunities d this changing
We'D meet their needs by deIMlr- industry. We intend to build mar-
ing applications that enrich their ket share as we expand the scope
personal lives and make their of what this industry can offer:
businesses more successful. That means becoming the cost

4



)

Meet Our .New President

a What do you see as the
strengths and weaknesses of
AT&T~

a Well, there's no question that
we have both. But the weaknesses
aren't anything that other corpor­
ations haven't seen, Uke most
large companies. we need to make
decisions and execute faster. And
we certainly have to focus more
on costS. But these issues can be
corrected, I'm more impressed
with AT&Ts strengths. especially
our people. the depth of our tech­
nology, the power of the AT&T
brand, our financial strength and
that unmatched base of 90 million
customers.

.a Is your lack of experience .
in telecommuniations a prob­
lem in learning the ropes of the
new iob~

a Bob is pressingAT&T to adapt
and take advanage of the fast­
breaking changes in the communi­
ations industry. I think rm
in a good position to help acce1­
erate positive chanp because I'm
not tied to anything simply be­
ause it was done in 1M put.
And, of course, I'm workinc widt
a superb management UlIm that
has unmatched knowledge and
experience in the communia­
tions industry. No one person
could possibly have all the
answers. but together there's
no limit to what we can do.

a What an you tell us about
AT&Ts plans to compete in loa!
service~

a We're committec:l to be a
major player. but IoaI service is
not an end in itself, It's part of the
total value.offer we want to make
to ClJS'tOmef'S,

a What will that offer indude~
a AT&T WIll be an encko-end
proYider of communiations
and information services.We'l
provide customers with "all­
distance" service that makes
no distinction among local and
long distance, wired, wireless or
fixed wireless.We'll build on our
lead in wireless services to offer
the universal mobility that fits so
many lifestyles today. We'll con­
tinue to expand globally - often
through partnerships and alli­
ances - to meet the needs of
businesses and global travelers.
At the same time. we will rede­
fine what people think of as
"communiations services."
We're already creating new
appliadons that change the
wrt people shop. manage their
finances or use information.
That's the wq the industry is
mO'ti"lo and we intend to lead
the wq, IQ also imporant to
note that we're png to shift
our focus from acquiring- and
often reacquiring- CUstomers
to buRdlnI the kind of eustomer
relationships that foster loyalty.

a What does AT&T have to
do to deliwr on its plansl
a The emphasis has to be
on the quality of our execution.
To • with. that means all
of our people aaing like owners
of the business. A sense of 0wn­

ership aoes hand in hand with
feeling a sense of personal
accountability for delivering
measurable results. Owners
have a sense of urgency for
meeting customers' needs.
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Every move we make has to
reflect a deep understanding of
customer needs. It should show
in the benefits people get from
our communications services.
in the wq we deal with our cus­
tomers and in the innovations
that come out ofAT&; Labs.
AT&T must be more than a tech­
nolO&)' leader. We need to be an
outstanding rnarbcing company
as well We need to orpnize our
businesses around our eustomers
and &0 to market as Iteam so
they let me fuB benefit of all our
resources.The AT&T brlnd, after
all, represents our promise to
our eustomen. Ewrything we
do should reflect that promise
and give our eustomers another
reason to bel" It.

rills there anything in
panicular.you'd lib to Rf
to AT&'ts ilW'eStol"Sl
a I'd lib to assure investors
that all d our plans and all dour
actions are desp to grf:NI

shareowner value -Ions-cerm
and short-term.The fundamental
changes underwq In the com­
munic:arions industry create
substantial new opporumities.
and we're determined to use
those oppol'Ulnities to create
profitable growth for AT&T.
That's a commitment shared by
our entire management team.

-... j
INTO
THE NEXT
CENTURY

John R. WcrIIIer(~
becGmeAT&n
preridenc crncI t:hifI(
opeadn, odbr
NOIIWftber I, If'6,6
cmtIOCIIIdnr~
appoImn....CINIifr-,
man SobAlin ..,
the botInI crncfc:IpaeI
dIat~wUI"
come aa at die
befInnInIof 199.
and IUCCIIeCfAllIn
as chairman wften
Allen mhllcrter
that ,.ar. WaIMr,
wfto }UIC cumed so.
ccunuoAT.T~

R.R. 00nMIIy.
Sew, the world"J
'eJrIWC COfMIeIdoI
prirrcer. wtIere lie
had won.eI all his
ccner, IIecomln,
cha/nnan In "19,
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_:::::l:::n. ~:O:,·:Jn. i-::::3C::". It's the classic response from a re:ll esute 3gent

who's asked to n:lme the three most imporunt considerations in buying propef~y.

But to Seattle-based 3gent jean Carlson. location doesn't mean a thing - her

loc3tion. anyway.
Jean is with Windermere Real Estate. the Pacific Northwest's largest 3gency.

She hooked into AT&T Digital PCS in October. right after we scooped the entire

industry by being the first to bring the capabilities of PCS communications - a

powerful combination of features such as caller 10. message-waiting indic:ltor,

extended battery life. short messaging, increased privacy and fraud protection. all in

a single phone - to market on a national scale.

Since then,
Jean has spent more.' .time concentr~tlng

, on closing sales
and less on finding pay phones and checking

messages.

Situation: TryinJ to show a property

to a client on a tight schedule. Jean finds
"

the address on the print out is wrong. No

problem: AT&T Digital PCS is a phone on'

the spot that leu her call back to the office

for the r'!gbt address.

Situation: jean's phone is tumed off when

a caller is trying to get through. No problem:

Without having to carry a beeper, Jean gets

a message on the AT&T Digital PCS display

screen as soon as she tums on her phone.

Situcrtlon: Jean's husband was recuperating from surgery during a week she was

on jury duty. No problem: During breaks,Jean was able to use the AT&T Digital pes
voice mail feature to see if there were messages from her husband - or office.

"lloYe the long-life battery:' jean adds. "One less thing to fuss with:'

And now her son who lives on the East CoaSt can track Jean down from 3.000

miles away. She can be found whether she's riding the ferry on Puget Sound. If she ,$

traveling outside of Seattle (thanks to the service's roaming feature). or even If she s lUst

at home - where the land line is likely to be busy anyway. location. location. 10C:ltlon

7



n this fast-changing industry,
one thing remains clear:

consumers have confidence in AT&1:

Feelingat Hom4
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When a recent Harris poll
asked 1,000 adults for two

choices of "really good com­
panies:' the top answer was
"AT&T"- for the second year
in a row, And in a recent
nationwide surwy of more
chan 1,300 consumers aniIc:t.
ed by HarrJLuna Research.
AT&T emerged as the dear
leader for the ccmpII1y people
trust to help them use nIpidIy

• c:f1arcirw CXX'IV'IU1iadcl a.:h­

noIogy to sir11lllY their Ms.
It's IiaIe wonder d1at for

some 80 million consumers,
the pO'l'lW of cornmunic:ui~
comes from AT&T. And.
the new AT&t.,..,. prcMdirll
more compIeaI soIul:lons to

their~axn­

nu1icaIions needs. Here are
some~

CONSUMER
SERVICES
We'", the Ion( dimnce mar­
ket share lacier, and a wide
variety of services and fa·
nns maJce it easier chan ewer
to my in touch. And .,.. back
these services with world­
class custOmer are.

Taking on 1M Competition

AT&T last~r befon infro.
duaion 0(a combined offer (or
residentioIlonf distDnce and
wireless cusiomets Ihot has QIl

oplion 0(a sinfe, inr.e,rated bI
and JMs just a sinfIe number
to cal (or seMce. This offer is

Ia;inr the ".oundworl< (or Il'lM

valuable,~ sentces. AJ.so
in 1996,~ becmne the FIt
norionoI CIltMIlIIlia2ri c;om.

pony CD offer 0lXl!SS CD home
enrettail~ rhrourh our.
ty ir1r.erest in OIRE.CTV'*•.

WIRELESS
With a eustomel' base that
grew by more than 30 per­
cent in 1996, AT&TWireless
Services and its partner c0m­

panies now haft more than
7 million subscriben in the
United States. AT&TWireless
Services also olfers wireless
data and messaging services.
and is one of the leaden in

ai~ comnu\icacions.

TaJcinI on che Competition
In /996, AT&T beame the
prst company ro offer the next
genen:mon 0(difM/ wireless

8

teehn%ry-AT&T Digital PCS­
which ambines YOice, messagillf
and PGfirtf ammunicorions in

a sinfIe tJond.heId device.

ONLINE
AT&T is winning online cus·
tomers with outstanding ser·
vice. And "Internet for every·
one" is the ease-of-use goal
ofA'BTW::M'tdNet Sef'vicel".
Aktlou&h new to the industry
in 1996,we had the best
scores for call completiOn
rates, as well as time required
to toe in, accordirw to an
IrMne NelworicTechnologies
SOJdy irwaIoq nearty adoun
of the Iargesc.-vice~

Taldna on dte Competition
AT&TWorldNet Senice went

(rom beinr G SfDrt~p in Marth
to become G Ieotflllf provider
ofonine sen'ices, with more
them 560,000 subscribers by
yecrr end. The senice ramered
PC Mapzine's 1996 "Most
VobIble flrlxb:%Award" for
Internet senic:e prcMders.
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FwPardeepClftcl NIdalAulaIcfl.AT&n i,aa ~wCllon., in Soa.'--'
Col/(.. in o.-nMr oIfws ".,., IIeNjIa,ind"''''__ _0(wriIinC a~
fie dJedc fw their Ionr dIJrarxe find JocoI tIIJeP'- dIcIrps.

withA1&T
LOCAL
Aggressive activity following
enactment of the Telecommu­
nications Aa of 1996 led to a
phased consumer loa! ser­
vice incroduaion in Ca1ifomia
in December. with plans to

enter other marl<ets in 1997.

LOCALCAWNG

TaJcing on me Competidon
As we enter the locol service
morl<etp/oce, were committed
to extending the hoBmotkf1l:Jia
ofour long distDnce service,
including our communicotions
expertise, worfd.dclss customer

care and competitiYe prices."

AT&T
UNIVERSAL CARD
AT&T UniYersaI Card Services
-which Jl'OYides I credit. ash
ancIAT&T Calling Ufd.a11 in
one - manqes one of the
largest aecit ard propns
in the world, with some 18
million acaua.-T..,. on the Campedtion
fri~i996, the AT&T lJniwefI.

sol Card was tOf!bd best for
customer ~ris(uaian amonr
aenn teaeure piS«td su&

dGN. o:edit ardr byJo.~'
andAssociates... .. ..

INTERNATIONAL
AT&T Oirecce Service makes
it quick and easy to all the
United StateS and many
other countries from vinu­

ally anywhere in the world.

TaJcing on the Campedtion
In early boIIating in the Me,».

con lent disttJnce mori<et thor
opened Ul competiDcn on Jon­
uary I. /991. far mote CIIStQm­

ers chose service from our
A/eSf1l:J joint YentUre than the
service offered by any of its
compebtors.

CAWNG
FOR HElP
Giwinra~'"
poww CO,.." a IIeart
lIftlIdc ¥iaim 1In'c UlId­
Iy 1'lICItirte. Be«AT&T
opetator IIrian HCIlmOII

insisa, ., - jure doinr
my job." On MardI

17, I""Brian found
himself lift the Ii".
with a child who lcept
~~ "DacIdy'r
1ic~ Daddy fell --."
Wlrh the aiel ofa .1/
.,.mlll', 8rian lcepI
lM)'OUI'IIUrOlldle
Une and notified police.
Police and pOIanll.CI

IocffCM fIte IIol-. and
dlefrld-- .....
co dle Itatpht.II and
1I'IIOCed for wftaIlUnMd
OCIC co ,.amittot' ItNrt
accadI. 801ft,....
lIf'IcIlOIl_flM.~

for ....."" CNdltI,.
caoM••dtd honcIIiIIr
0(dle errI co "'1I'IIin­
lnf""an4a1op1f'GCD1'lr
ftI«Iw wMft rJwyJoin
AT&T Operator s....
viceI. "'In • ,.....
.,,,,,;,,;'._co
,. cUI\ and "."
people CJIIfddf."

• OIkECTV is.,...urwd_.
mIItld
0IkECTv.lftc..
a.-dHucl*
e.cv-sc..,.

•• 1I..luIa IN '"""
""'1011..-''''
C_I"~__ CNdic
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...·~lT'Jnlty l:nlted. It's been the lofty - lnd as yet ulkl.tQinabie - goal of many noble people

JrounO the 'h'Orld

Every four years. though. the Olympic Games come dose to uniting humanity. It's a

brief glimpse into what could be. It's a brief time when politics are replaced by the simple

Olympic credo of "swifter. higher. stronger." And the 'h'Orld wants to watch.

In 1996, the world did get to watch the Centennial Olympic Games in Atlanta - in

record numbers. People around the world wimessed the pageantry, the sorrow and the

joy. the solemnity and the celebl4tion. The broadcasting expertise came from NBC and

Adanta Olympic Broadcasting. And the parmer they chose to provide mnsmission

expertise was AT&T.

We provided a long distance
fiber-optic network

supported by a 50-plus-person AT&T "Oream Team" of

technicians and customer care people led by manager

Willie Hart (opposite page).

The team was responsible for opel4ting 6-40 video

circuits for 17 days straight (perspective: a political con·

vention only requires 100 video circuits for five days.

and the Super Bowl needs just 30 for a single day).

Vra the circuits. we created a "virtual broadcast

center" that linked NBCs facilities in AdanQ and New

York. saving the network millions of dollars by allowing

it to handle much of the production work in its New

York control room.

This was in addition to other technology AT&T supplied to the Games. including:

the AT&T Global Olympic Network. which provided global calling capabilities for the

entire Olympic family. and carried nearly 9 million minutes of traffic during the Games:

and IS AT&T Centennial Olympic Games Calling Centers. which included availability of

AT&T language Une~ over-the-phone interpretation service in any of 140 languages.

As for the customer's view of the broadcast network."AT&T put its engineering

and design expertise to.work to develop a customized digital video and data service

that provided the high network reliability we required," says Oavid Mazza. director.

NBC Olympic Engineering.

One reason for the pl4ise: in 103.000 hours of transmission. the only interruption

lasted just 40 millionths of a second. The viewers never noticed.

But they did notice they were part of the world's united humanity - however

briefly. And maybe they grew a little more hopeful because of it.

II



1 •rJeil it cernes to custorner
care, companies clearly
have a communications

partner of choice.

Inspiring theTrust

FLYING HIGH
WMtt UnltHAIrflneI
bep til ell,*""­
eIectranIc cfJnroItIuaon
dtctmefI til ",.,..~

tlIIIIen widt ntaM

- tIIlnMllttforr­
Iiol\ die ..... t&mM to
AT&TSoIvtion&.~
widtAT&T Loflc, AT&T
SoIutioIlII _1UCrtH ..­
1Kho...... that-wl
_IIIe UnitH AiriiMr to
offer fhiI copafl/Ilqr.
MAT&T SoIurionr...,.
coptMr die rlJ#rt c-....
IICIIHIft .,beIIi_ IVIftlt-

rt and reclwlicallIciIII
that will ...... til me«
018' C1IItCIIMd,......
qsAttdr Srudden. dWf
itt(omwrfion officer CIt

Uniced AIrliner (aboweJ.
1'hilwMc 1IcI....e<I
Ihe c/OOf'to If n_1ewI

of partllentlip with
.iT&T.'"

In 8iIinr'Mlrld mapzine's
most recent business aJStO­

mer are suney. AT&T was
tops. wid\ 84 pen;Mt of the
large businesses polled raq
AT&rs CUSQ)l1'Ware as pxl
or excellent. 0artJ Comnxmic:a­
lions mapzine putAT&Tin dle
No. 1spot for the third )'UI'

in a rwt in cusa:mer senoice.
And AT&T scored best on a
recent customer satis&c:tion
surwy conducted by Com­
PUfeIWOrld magazine ...,.eIi"l
wide-area networi< tnns­
mission services.

To many businesses. ser­
vice and reliability are para­
mount issues. So AT&T is
continually looking for new
ways to bring added value.

BUSINESS
SERVICES
AT&T provides businesses
with advanced voice. daQ and
video services. For small- and
medium-sized businesses. we

can bundle these services
and provide billing plans Qj.

Iored to individual needs.
For large. multinational busi­
nesses. we ofl'er advanced
netWOrked solUtions that can
gNe them a competitM
advantage in their industries.

Taicina on the Compedtion
Businesses now con rain more
simplicity and (fexibiIity in moDo

orin, rheir telecommunicDtions
wjfh AT&T.AU."". anew plat­
fOrm rhat provides inrerroted
biOin, and customer core (or
IocoI, Ionr distance, Internet
access, messafin, and wireless
services.

WIRELESS
AT&TWireless Services lets
companies integrate high­
productivity features into
their specialized business ser­
vices from AT&T. giving them
smgle-source convenience.

12

Taking on the Competition
We'we includedAT&T Digital
PCS enhancements in our Wire­
less Office Service produa. a
sophisticated telecommunico­
bom service rhat anows one
phone number to reach a per­
son almost~. combining
wireless and wired networks.

ONLINE
AT&T has ulMiled the indus­
try's most comprehensive
sec of services aimed It stim­
ulating electrOnic commerce,
extendi"lA1&rs transaction
expertise to the Internet.
AT&T EasyCommerce Ser­
vices enables businesses to

reach more of their cus­
tomers through electronic
ClQlogs, guarantees their
Internet transactions are
secure, and provides elec­
tronic mail and enhanced
fax capabilities.

Taking on the Competition
AT&rs Web Site Sel'VlCes .s
ranked amon, rhe top I :;er.
cent of all hosring prov'~t·~

AT&T EosyCommerce :_'.
offerings helped Cerr··



of Businesses

AT&T LABS INNOVATION
AT&T Labs helped JMt ourcu~• new tool in 1996
withAT&T Personal Ruch'" SerW:e (PRS). De-elaped by

dMl Labs' New Concepts Orpnlzadon. PAS II an easy-to-uM

"meet-me-in-d1e-networit.. service chat.... subsaiben
they won't miss a caII-~ of COUl"M, they want to.

For mare than 110 yoean. AT&T innovations have laid
the foundadons af d1e wortd's communications services and
systems. AT&T Labs' distlnlUished staff includes some of
the best minds in mathematics, communications services,
and computer and information sciences.

tions Week marazine readers
to rote AT&T the No. I compa­
ny to watch in 1997..

LOCAL
In early 1997, AT&T unveiled
twO loal service offerings
geared to businesses.The
fim. bUsiness loa! service,
is a fuU.featIJred oft'eri"l ini­
tially available in Califomia,
with roll-out in odler states

planned for later chis year.
The second. AT&T Dilial
Unk. is an outbound fadli­
ties-based \oaI seNice
available in 4S states that's
Qrpted at businesses
with dedicaced links to 1M
AT&T network.

Taking on the Competition
Business IocDI SeMce (eatures

competirNe pricin""one co,
does it 01" am.omer core. and
a sinJIe biI that includes focoI
and lone distDnce ch<Jrps.pnd
otherAT&T seMces. AT&T Difi­
tal Link outbound coJs. thoufh
IocoI. ore bled and disaxmted
as port ofG~ font
distance conrnx:t

AT&T SOLUTIONS
AT&T Soknions prcMdes
~ ser«es to diems to

help them idemfy and realize
ntNt soun::es d value dv'au&h
me power of netWl:Ilic-inaln­
sNe soIuaons. In 1996. AT&T
American Transteeh joined

the team of consultins. systemS

integration and outsourcing
professionals and became
A1&TSoIutions' founh prac­
tice aru - ctistomer are.

TaJcins on the COl i Ipetition
In 1996, AT&T Solutions
won almost $2.9 billion worth
ofoutsoultinf contIVCIS (or
periods ofup to 10 rears (rom
such dents as TexII"lln, Master­
CArd IntemariOnoI, Merri
Lyndt,J.P. Morp and United
HeolrhCtJre Corp.

INTERNATIONAL
As a foundinl member d
theWortdPanners alliance,

...... otrer rooltinadonal com­
panies one-step shoppi"l
for seamless services to more..J
than 30 countries. In Europe.
......·1Ie joined forces with Uni­
source. me joint Yel'ltUre of
DutCh, Swedish, Swiss and
Spanish phone companies.

TaIcinI on eM Competition
Yankee Group's 1996 SUMY
of the 200 top multinationals
rotedWorldPartners No.1
in rlobol networlUnr across
the board.

FINDING
CHILDREN

WIlen 0 '.yeor-o/d
WVI oWIK:CecI in front
of a HiIIlbotoollJlt, eolif..
school in Decem,*,.

rite became one 0' IIlOI'I

rlton 2,400 children who
diloppeor ...,., eloy in
the United Stotes. Sue CI

hlp.tech solution mon­

o," by the nonprofic
OIJ'IInISftioft SociolTedI
there pta dIoUlGllcls of
Itifh1uollCy fUers OCIC In
m/nutef.,..~

eClft "'fHIbIIlcIer (rom
AT&T~

ServIceIIlept ere IeClft
this _ f/tf frvm be-

eaml", onotfw CI"fJIk
ItfJtIItIc. n.. Inf'ot'n­
rion upIorion mode 11M
1''''"too hoc to hcInc11e,­
ItI'f IoCIII police, ond .,..
WVI reIecJM4~
lea tMn ewe hoIn crjbI
o flier ",...,. 0/1 eM

ewninf - In acIcIIdo
co _ fN"'IMInr SocioI-
Tedl ettItfIncecI ,...­
wee, AT&T£oIy WoricI
WIde w.b"" Semen ho
""'oped "'"' is hoftiftl
o Web rIC. (_.TRAK
.orr). reptwMnUnf 0

whole _ -r to eli..

lribute tllil "",I inform
riGn. Shown operorJn,
rIt..~m _ KImbro

SlfI#ers 0'AT&T "'"'
I.L Scephen L-e, DoIy
Ciry, Co/if~ Pollee Oep«.
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FiSh sl1:lred by a net~ An old Story.

How about fish snared by "the 'Net"- the Internet. that is~

Well, that~ a story bound to be of interest to pet fish enthusiast Bill Hartman,

:lnyway. Bill takes his watery hobby seriously enough to have a custom-made 125·

gallon show tank built into the Study wall of his Montville. N.J .• home.

After 12 years of freshwater fish. Bill's fancy turned to the saltwater variety about

a year ago, Problem is. they require a lot more TLC to survive - and information on

just how to do that is scarce.

Enter Miami, Fla.-based AquatiC Connection. The folks there ship live tropic:l1 fish

worldwide. And they turned to AT&T EasyCommerce Web Site Services to

help people
snare fish on the 'Net.

Through the Aquatic Connection site handled by

AT&T. people like Bill can see pictures of fish through

an online color catalog. place an order over the Inter­

net. and even learn all sortS of helpful information .

about the fish through an interactive Q8rA data base.

Ted Church. vice president and director of

marketin; for AquatiC Connection. is pleased

because. "We've had a »0 percent increase in

sales because of the Web,"

8111 is pleased because he has unmatched access to

information about his Imperator Angel. Aurgiga

Butterlly. Panther Grouper. Ocellaris Clown or

Majestic Angel fish.

Even the fish can be pleased, because being snared by the 'Net gives

them a good home.

A happy ending for everybody. And that's no fish ule.

IS
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T&T has offered to
tal<e all our children a
long way down the

information superhighway."

Providing a Basis fo

VIRTUAL CLASSROOM

Arlin comrnitrMflt CO educcrtlon uc""

.""'"" tile wotfcI. The pogtItlal fw tile
Intemet to "." people _ llarriers of
dIM.,...,..,'" ond Ion..,... ,. bei",
,..01'* .., nuftntl pGrtIdpcrtI", ,,, tile
ATliT1_ Vlrtuel 00_ competition.
Ouriltf tIM~ nuftntl from
Jo,.,.... ....." 110ft been world", witII
.c...... 1ft AunrwUo, HOIIf 1Coft", C."oda,Fro_. tIM UnIted KiIlfcIom ond tile
UIritH Sta1eI to CNOW 0,,-1_ li_
p.... witII tlto "nnw co be o"nouncH i"
tllo '""",, H_. fIt'«It-rrocIo "lIft"U Of

FunoiNltlt' CIty 'cllilla aOIM"cory Scllool
i" Jopon ..,. on tItoIr ""iocc. ATIITJo"..
o jo'"c ""tUN ;""o'"i", ATliT 0"" U
loo"i". J.po"o,. corpo",Cio"•• pro,,'''o,
bu.'''..... witll ."""co" commu"ic••
tio"••o",ico. a"" wa. tllo "rtt comm.,.
ciol 'nto,not .o",ico pro"i"o, ill Jop.".

II
--------------_._---_. ---_.-

When Federal Communica·
tions Commission Chairman
Reed Hundt made the state­

ment noted above. he was
speaking of the launch of the
AT&T Laming NetWOIic'.
our SISO minion commitment
to help put the United SQteS'
110,000 public and private eIe­
mencary and secondary schools
on the infcrmal:ion superhigh­
WZf by the~ 2000.

The program represents
one of the Iarzest philamhropic
commiunents in corporate
history - and adds to the $500
million in suppon: d educadcn
we've provided since 1984.
We wane to use the power d
communications teehnolocY
to help )'OUng people build the
foundation for a lifetime of
leaming and achievement. .

With the growing weakh of
information now available c0­

line. the Internet has become an
effective and exciting tool in
the c:Iassrocm br nsard\am­
munications and networking.

The AT&T learning
Networit offers schools
free diaI-up access to the
Internet throuchAT&T
WorldNet Service (five
consecutive months of free
WorldNet usage followed

16

by discounted usage). as well
as Web browser software,
content access controls and
navigational tools.

Through the AT&T
Leaminl Networ1<. stu~ents
aAd teachers can reach peo­
ple. places and information
anywhere in the world. and
build new leaminl communi·
ties. And community leaders
can use the onIineAT&T learn­
ing Networit Community
Guide to obtain success StO­
ries. presentation materials
and case studies.

Other facets of the
Leaming Networit include
the followin,:
o A new componel'lt of the

AT&T Learnin. Networit
called the AT&T Learning
Points'" Prolf'lm lea resi­
dential service customers
eam points for qualifying
AT&T calls, and direct the
points to schools for equip­
ment (see related story).

• Since AT&T believes that
technology is only effective
if teachers have the sup­
port they need to help kids
Ieam.theAT&T Leaming
Networit has a related on­
line mentor program called
AskLN.... Service. AvaIlable



r Lifelong Learning
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Ge0'1f Ifor nf/tr). rIle
,d,ool'. C'omput,,. ICI.
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NET DAYS

lowship and VISiting Profes­
sors Programs.

Schools can register for
the ATBeT Leaming Networl<
by calling 1-800-809·1097.
Additional information about
many of the programs men·
tioned here is available by
visiting the ATAT Web site
http://_.aa.comleducationl.

through phones and sere
vices donated byATBcT
Wireless Services.

• ATBeT Foundation gr.ana ­
SSO million over fi.... years ­
will help families. schools
and communities use tech­
nololY to enhance teaching
and lifelona lumina.

• ATAT has a long-standing
commitment to the en­
cou~entofaca~k

pursuia, induding Summer
Intemship. Undergraduate
Reseal'th. ATBeT Labs Fel·

How Shareowners Can Get Involved

Like all consumers in the United States, share·
owners can join with AT&T to help schools by
supporting the new Learning Points program.

It's easy: AT&T residential service customers
can earn five Learning Points for every dollar
they spend on qualifying AT&T calls, and desig.
nate the points to any accredited kindergarten
to grade 12 school in the United States. It doesn't
cost consumers anything more, and after they
sign up there's nothing more to do. Schools auto­
matically accumulate points and can redeem
them for valuable products - including free hard·
ware, software or computers, as well as teacher
support materials - contained in the Learning
Points Catalog, developed with Scholastic, Inc.To
relister for the program, schools and consumers
can call 1·800·354.8800.

S_fldI. fIIt4 ..........
,eiellce IHcIIwTem. G,.."
from Oleo (Call(.) IUftIor Hlp
Scll_I Ita IIMII iftftlwe4 willi
AT&T e4uclllHHt ".,...,... fw
cite pan f- '""'~ .....
Itflpillf ..,. e:.- ('e(ll
lIlId TlI... Kernrillf rita".,.
rllei, co"'p",e, lie/IlL

..

through ATBeTWoridNet
Service. AskiN Service helps
teachers integrate Internet
technology into the clus­
room. and giYes them a~
to share lesson plans for
collabo~tiveonline projea:s.

• By the year 2000. 100 select·
edATBeT Learning NetWOrI<
schools across the country
will be able to enjoy the
freedom and mobility of
wireless communiations

17



m
ightights of Recent Business Successes: 3e'.5 in r.ln;
with our historic restructuring and runnin'5 .:hfQlj~h

virtually every area of the business, AT&T showed 3.

strong ability to execute its plans and win in the marketplace ­
as well as position ourselves for the future. Here's an overview.

Getting the Job Done
I
I.
Ii

1
II

I

AT&T Restructuring-
.,:::::-~. ,.,~"W AT&T completed one of the largest.

ever restructurings - with precision - following an extremely ambitious
timetable in 1996. LucentTechnologies stock was traded on April <4 as
part of the largest initial public offering of a US. company, and Lucent was
spun off to AT&T shareowners Sept. 30; the spin-off of NCR to AT&T
shareowners took place Dec. 31.

..i'H I.. :I'.:.U!o:· • Restructuring allows each of the
three companies to pursue growth in shareowner value. unfettered
by strategic conflicts: AT&T in the communications and information
services business"WcentTechnologies in the communications systems
ind technology~ and NCR in uansaction-intensiw computing.

AT&T Customer Care People
.M ,33·);;;*fi ::;i;:'t. Our customer care orpnization
pte personal attemion to,miRions of C\IstomeI'S daily last year. AT&rs
Web-based Knowledge Manapnent System on the company's Intranet is
a new information-access tool, which is helping In Inerasing number of
customer care representatM!s pl"OYide faster. simpler ind more eflident
customer service.

Wi!"!! 11·:I"N·: In coopemion with the Commu-
nications Workers ofAmerica. we recently inrtltuted a breakthrough
pay.for·performance model for consumer customer care people that
represents a triple win: for CUstomers (better service). for the company
(it's a seif-fundinC proanm) and for AT&T people (the program provides
a clearer path for career acMnc:ement).

AT&TWorldwide Intelligent Network

.W ; i "I, . t.:, II i.:. a We continue to upgrtde and enhance
the netwOrk !or the future. In addition to improving netwOrk reliability.
AT&T last yor introduced state-of-the-art technology to s'gn,fiantly
IncrelSe transmission C3plOty.

Consumer Services
.... • •. . .'-" .......-' .1~ In 1996. we addressed the confusion

of long distance pricing claims with AT&T One Rate. which prOVIdes a
single rate for all direct-dialed AT&T long distance calls made from home
within the U.S~ 2<4 hours a <by. More than 3 million customers have
signed up. and the program is meeting our expectations for reducing
customer"chum:' AT&T One Rate International is the first plan from
a major long distance company that offers a single flat·rate price per

. country for all direct-dialed international calls.

.•;I"Ii· :C:':''''':'' _. In our continuing effort to help
people simplify their lives. we've announced that customers can now us'
I-800-CALL-A'TT- to place all calls - both local and long distanCe - wh,
they're away from home. With this simple number, customers can atwa)
reach the AT&TWorldwide Intelligent NetWOrk. speak to an AT&T ope.
ator or reach a customer service representative.

Business Services
.-M3·!:1i' If-::, 3: ! k • Weenjoyed strong volumeand
revenue crowth in business services in 1996. fueled in part by a strin,
of multimillion-dollar contnca from such CUstomers as McGraw-HilL
Delta Airlines. Rhone Poulenc. Hoechst AG and Choice Hotels.

IInil .1 i.;I"!.:.) HeipinC foster the success of our
business services is a transformation of our sales :approach - from
simply sellin, "transport" to sellin, combined services that offer com­
plete solutions. We've announced plans to extend our indusuy.leadinl
toll.free (800 and 888) services to international marlceu.

AT&TWireless Services
• ,:.;, : ,! -' : ,: ;~; po. In Taiwan. along With our partner.

The farEasTone Group. we recently were awarded twO of three malor
licenses to pro'tide wireless services to that island natIon. Sirla AT&T
announced its intention to build the lar&est WIreless netwOl'k in India.

ai",; ,1.:1" <.:., a AT&T Wireless Servlcesand
Rogers Cancel Mobile Communications - Canada's tOP cellular providel
- are marketin, their wireless services under the co·bt"J"d CANTEL
AT&T. The agreement expands the seamless avaIIJl;,!l~", ~. AT&rs and
Cantel's wireless services. including CillQI PCS. :~,- .i." .: the UnIted
Sates and Canada.
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~COMPl.JSHHENTS

Local Services
Less than 1 month after the pusa(e

of the Telecommunlatlons Act of 1996. _ filed WIth scace regv~tors

in 111 SO States co provide Ioal servIce and encered negotiations with
loa\ phone companies. By Febl'Ulry 1997.we engaged in 57 arbitntion
hearings with the RBOCs. GTE and 5NET: areas where final decisions had
been made represented more than 118 million access lines - 80.7 percent
of the UltaIIines in the country - representing another step reward bring­
inC cuscomers choice in loa! service.

~ : .. . .. 1 'He haw re.achecI ..",.,a wi1h
alternative Iccess providen covennc more than 70 cities. We wiD insuIl
hilh-aPacity, fiber-optic nnsmission facilities and three switd'inI cencers
to enhance our ability to oIfer Chiagc>area cuscomen a fuIIlWlp of ser­
\rices beginning ~ter this year.

Online Services
C~~ .,..~ :.II As. Plrt of ia effortS to help busi­

nesses harness the economic power of the Internee. AT&T offered I
27-city, six-month tour of the United Scates to showcase iu elecuonic
commerce produca and services. We've brought the advantages of our
AT&TWorldNet Managed Internet Service - which proYides businesses
with access to the Internet over dediated, high-speed connections - to
businesses in As.ia and Europe.

..L_'=";--:7 ~...~.-" A stUdy on the SUte of electronic
commerce in America thatAT&T commissioned by the independent
research firm Odyssey shows that nearly half the American population ­
135 million people - expeca to incruse use of online ser1rices over the
next five yurs lOr CeCling information about produc:a and snces.

AT&T Solutions~ Services
'w t..:eei:, i,':' ;,:: I tW The $1.1 billion. IO-year contr'"Itt

awarded to AT&T Solutions byTexa-on.lnc.. was one of 1he Iarpst sirC\e­
source outsOUrting qreemena to date. An qreement wid! United
HakhCare Corp.br pro(asionaI and netWOlicinc serW:es manapd by
AT&T SoIudons Is 1he Iatpst of iu kind In dle haIdl ca..~ AT&T
Solutions wiD proYide Halla In/OrTnaUon Syswns Corp. with consukinc and
systemS in1:e&Juion serW:es br dle Halla business crouP in Kora

'i'W]j' j.:'" (0:.' AUT SoIudons' new stateoOf-dle-art
Global Client Suppon Center in 0urNm. N.c.. oft'ers unique netWOI'lc
rnanacement capabilities II'OUnCkhe-cIoc br I fuR suicI of dienes' nee·
wortcinc needs -from mulcHendor \'Oice and data IIWiroImena to desk·
tops.sene~and IoaI- and wide-area netWOrics. Afw 1he firu fill year
of operOlaon. our ptOfessionaIs now MNI more chan 100 of 1he wor1cfs
Iarpst mukinational companies and '" positioned in some 30 locations
around the worid.

AT&T Universal Card Services
..z:::. .. : ;h.:!:;~:It:_ In I996.AT&TlJnMnaICani

Services lal.rlched lJnMnaI Rewards.whidl allows cardrrMmbers to
am poina redeemable for valuable produc:a and ser«es.

W jl"I. (.:'j'<-:. AT&T UtWersaJCanlServices
(UCS) is lading AT&T into the exciUnc new ¥lOrid of eIearoclic pay.
men~ Usinc ia expertise in payment tnnSaCUons. UCS is Ioolcinc
It the best new ways for consumers to make online paymem:s USinC
-smart" ards and other~ - a key component of the quiddy
&rowinlarel of electronic commerce.

International Services
: AT&T began oiienng :)us,"ess

and consumer serv.ces In the UnIted Kingdom ,n 1996. mark,ng to"e
first time _'ve set up shop in direct competition w,th an established
local provider outside the U.s.: before the year was out. we were
handling more than SO million minuees of service per month. In addi­
tion. AT&T and its pal'U1ers are working to create the No.2 phone
company in Germany - the Iar&eSt communiations market in contlnen·
tal Europe - through the Mannamann Artor alliance.

.... ' j rt::::'::i I t".-:" _ AT&T is committed to being the first
choice of multinational companies as they expand into different re&ions
of the worIcI. We seek to cNe tnYelers access to AT&rs netwOri( and
billinC around the ztobe. We wiD take advantage of the I'4OIUlion of our
industry to improwl our Cost Stl'UCtUre and position AT&T for growth:
serw CUSUll'Mrs by expandinl Ioc:aI operations in priocity countries: and
make the moSt of new opporamities by developinc stntegic global and
regional pannerships that expand the reach and scope of our netwOrl<.

Government Customers
.•_::.....; ;";'; ~.:~ ~ In earty 1997, the Defense Infor-

mation Systems Acency awarded AT&T I contract pocentially worth
$5 billion over the neXt nine years to build a backbone netwOrk. and
provide access and tranSmission services. In 1996, we won a multi­
}'e1I" $I.s billion contnct to provide communiations services co the
U.S. Navy, Coast Guard and Marines.

:- i tia r:""".•i ,6;;' AT&T Gotemment Markea is helping
usher in I new approach to Capitol HiD teStimony. In the firu <:oncress­
iona/ hearin& of iu kind. the Joint Economic Commiaee held a hearing in
1996 explorin& society's transidon from the industrial age to the informa­
tion age. UsmcAT&T teehnololY, wia\esses testified from Capitol Hill.1S
well as from video rooms in Los Angeles. Chia&O-NewYori( and London.

Innovations from AT&T Labs
In "".AT&T Labs 'waS ilWOMd

in dewlopment wori( for Impressive offerinp such IS AT&T Dip
PCS and AT&T WoridN«.Ser«e. AT&T Labs 'waS created from
Ben Laboratories IS part ofAT&T's division into separate companies.
AT&T Labs provides resarch and development to support AT&T's
strlflld1s in providing communications services.

.•,'"i, 'J. 0 , "«-:. j AT&T Labs is pioneerinc the devel0p­
ment of eM neXt pneraaon of cec:MoIogy to shape the future of commu­
niaaons. AT&T Labs IooIcs~ tnditional forms of telephony and
explora new ideas and concepcs ht will lead eM neXt convnmicItions
re¥OIution. 'This indudes worit on forNvd.chinlcin applications in netwOrk
ted1noIo&ies- ser«e pladonns and interpersonal communications.

Community Involvement
... '. :It.:; 1 i .' : : : :It.We continued an increasin& focus on

crant-makinc and~ iIwoNoIment wichin communities where AT&T
people 1M and work. In eM last decade. AT&T has donated almost $700
miUion in arana. sponsorships and produa:s to eduation.lrtS. health and
erMf'Cll'lI'Mntal pr'OIl'IITIS across 1he United SQteS and around the world.

• ;i"ii 11.:',,<-:- n The I minion hours of community
ser1rice thatAT&T people are expected to contribute by the end of 1997
through the AT&T CARES procram haYe a value of about S:!O 'TI,llton.
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FinanciaJ Review

1996 was a historic year forAT&T as we
successfully separated into three independent entities

I
n 1996 we successfully completed our plan to
separate into three publicly held stand-alone
companies. each focused on serving certain core

businesses.This began with the initial public offering (IPO)
of 17.6% of LucentTechnologies Inc. (Lucent) shares in
April 1996. the largest IPO in history.We distributed to
our shareowners all of the shares we owned of Lucent on
September 30. 1996. On OctOber I. 1996. we completed
the sale of our majority interest in AT&T Capital
Corporation (AT&T Capital) and we received $1.8 billion
in cash. Finally. on December 31. 1996 we completed our
plan when we distributed to our shareowners all of our
shares in NCR Corporation (NCR).

The actions taken in 1996 leave us in a strong position
for the future. Our debt ratio. excluding financial services.
at the end of 1996 was 18.7%. among the lowest in our
industry. Our return on average assets from continuing
operations was approximately 10.3%. among the highest
in our industry.

1996 was a record year for us. Income from continuing
operations of $5.6 billion increased 7.f1fo from 1995. while
earnings per share of $3.47 increased 5.5% compared with
1995. Our operating margin also improved to 16.9% in
1996.AII references to 1995 exclude restrUcturing and
other charges.

We made significant expenditures in 1996 for strategic
. investments into various rnark!ts which we believe com­

plement our core business.These include internet access.
consulting and outsourcing and loa! expansion. In 1996
we continued our martcet share leadership in the con­
sumer and business long distance markets.

We continued to provide new produCts and services
to our customers. such u our AT&T One Rate program. a
flat 15-cents-a-minuce plan for consumers.Announced at
the end of September. the prognrn already had nearly 3
million subscribers at the end of December.A1though the
majority of One Rate customers are existing AT&T cus­
tomers moving from ocher calnng plans. One Rate has
attraaed a number of wins from competitOrs. Success in
the telecommunications market is about meeting complex
custOmer needs and providing valuable and reliable ser­
vices.We are committed to meeting these needs by pro­
viding the necessary service plans and by maintaining the
AT&T long distance network which has unparalleled relia­
bility by almost any measure.

We continued to expand our relationship with our
business customers from one of simply carrying voice and
data traffic to playing a consultative role and becoming
str:uegic partners.We now provide business consulting.
outsourcing and electronic commerce solutions among

other services to business markets. For example. we
signed a $1.1 billion. ten-year contraa with Textron. Inc. to
upgrade. expand and manage their global communications
infrastrUaure.

As a result of the strategic restrUauring. some changes
in our financial reporting format have been made. In order
to appropriately reflea the ongoing operations of the
"new" AT&T. certain reclassifications have been made to
reflea the results of businesses that we have divested or
plan to divest.Accordingly. the revenues and expenses.
assets and liabilities and cash flows of Lucent. NCR and
AT&T Capital. as well as certain other businesses. have
been excluded from the respective captions in the
Consolidated Statements of Income. Consolidated Balance
Sheets and Consolidated Statements of Cash Flows.The
net operating results of these businesses have been
reported as "Income (loss) from discontinued operations:'
net of applicable income taxes. the net assets as "Net
assets of discontinued operations" and the net cash
flows as "Net cash used in discontinued operations." In
addition. the consolidated results for continuing opera­
tions have been reclassified to improve comparability with
the communications services industry. As a result of the
spin-offs of Lucent and NCR and the sale ofAT&T
Capital. our Consolidated Balance Sheet at December 31.
1996 no longer includes these entities in "Net assets of
discontinued operations:' Additionally. the results of oper­
ations and net cash flows for Lucent and AT&T Capital
are reflected in our Consolidated Statements of Income
and Consolidated Statements of Cuh Flows through the
date these dispositions occurred.

Restructuring and Other Charges
In the fourth quarter of 1995 we recorded a pretax
charge of $3.029 "million for restrUcturing costs of $2.307
million and asset impairments and other charges of $n2
million.The charges covered consolidating and reorganizing
numerous corporate and business unit operations over sev­
eral years.The total pretax charge was recorded as $8+4
million in netwOrk and other communications services.
$934 million in depreciation and amortization. $1.245 mil­
lion in selling. general and adminiStrative and $6 million in
financial services expenses.The tax benefit associated with
the charges was $993 million.

During 1996 we continued to implement our restnJc­
turing plans.We completed the restrUcturing of our pro­
prietary network and messaging services business. closed
several call servicing centers. sold certain internatIonal
operations. and reorganized and reduced certain corpOl"3te
suPPOrt funaions. As.of December 31. 1996. approximately
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5.000 management employees and 1.000 occupational
employees have been separated. Of the 5.000 management
separations. approximately 3.000 accepted voluntary sepa­
ration packages. We expect the majority of our plans to
be completed during 1997. However. certain severance
and facility costs have payment terms extending beyond
1997. A detailed discussion of resuuauring and other
charges is in Note 5 to the Consolidated Financial
Statements.

AT&T operates in twO industry segments. the telecom­
munications industry and the financial services industry.
Our communications services (which is part of the tele­
communications industry) consists of a wide range of ser­
vices to residential and business customers. including
domestic and international wireline long distance voice.
data and video services. wireless services. network man­
agement, business consulting. outsourcing. elearonic com­
merce solutions and internet access service. Our financial
services segment primarily consists of our AT&T Universal
Card credit card business.

Communications Services

Communications services revenues grew 4."1% in 1996 and
5.4% in 1995.

Oou.us IN HIWONS 1996 1995 1994

Re'tenues
Wireline $45,647 S44.226 $42.320
Wireless 3,476 2.926 2.280
ProductS and other services I,J92 1.251 1.338

Tow communications
services revenues SSG,SIS S48,403 $45.938

Operatinl income $ 8,746 S 5.159 S 7.370

Operatinl maf1in 17.3" 10.7X 16.0%

Wireline services revenue. which includes traditional
long distance toll calling, netwOrk management, messaging
and other netVtOrk-enabled services. increased 3.2% in 1996
and 4.5% in '1995. We handled a record 68 billion calls in
1996, causing convenadon minutes for switched long
distance services ('fOlurne) to rise 5.9%. The volume growth
in 1996 slowed from the nearly 9.0% growth registered in
1995. reflecting competitive pressures from traditional
sources in the consumer markets as well as nontraditional
sources such as smaJler telecommunications companies
and dial-around resellers. This pressure was somewhat
offset by strong volume growth in business inbound services.
particularly toll-free 800 and 888 services.

Volume growth continued to exceed revenue growth in
1996.This refleaed lower pricing from promotional dis­
counts. increased movement of customers to optimal calling
plans and increased discounts given to large accounts. As we

continued to expand internationally. intemational volumes
increased while related revenue remained relatively flat.

In 1995 we saw volume growth in calling card. business
inbound services and consumer International services.
Although volume growth exceeded revenue growth (due
primarily to customers caking advancage of our calling
plans and promotions). the gap between revenues and
volumes was about 4% in /995. This reflected movement
among calling plans by both business and residential cus­
tomers and some targeted price increases.

The long distance marI<et is increasingty characterized by
aggressive pricing actions. the intrOduction of new competi­
tors (such as dial-around resetlers) and price sensitivity on
the part of consumers. As a result, revenue as well as 'fOl­
ume growth was adversely impaCted. We expea that these
conditions will intensify in the fuaJre as the Regional Bell
Operating Companies (RBOCs) are permitted to provide
long distance services in their home regions. thereby nega­
tively impacting our long distance volume and revenue. As
the RBOCs. who currently have zero market share. begin
providing long distance services. we will lose long distance
market share. However; we will gain market share in the
local telephone service market as we are able to enter it.

Wireless services revenue. which includes cellular.
messaging services. and air-to-ground services, grew 18.8%
in 1996 and 28.3% in 1995.The growth in both periods
was the result of consolidated-cellular subscriber growth
of 31.7% in 1996 and 39.2% in 1995.

Cellular customers. reported on the same basis as
consolidated wireless revenues. stoOd at 5.2 million
at December 31, /996 compared with 3.9 million at
December 31. /995 and 2.8 million at December 3/,/994.
Cellular customers served by companies in which we have
or share a controlling interest increased to 7./ million at
December 31, 1996 from 5.5 million at December 31,
1995 and 4.0 million at December 31. 1994. Cellular rev­
enue per subscriber was approximately $60 per month in
1996 compared with approximately $69 in 1995 and
approximately $79 in 1994.The decline reflected industry
wide pridng pressures, as well as lower average usage per
subscriber as expansion included growth in subscribers who
are more casual users (e.g. for emergency and other per­
sonal use). However. based on reported financial informa­
tion of wireless competitors. our revenue per subscriber is
above the industry average. The number of casual users is
expeaed to continue to grow in 1997. which will likely
result in lower average revenue per subscriber next year.

By combining our 800 MHZ cellular and 1900 MHZ
personal communications services (PeS) licenses. we can
eventually provide wireless telecommunication services to
markets covering approximately 93% of the U.S. popula­
tion.ln Oaober 1996 we launched AT&T Digital PCS ser­
vice in more than 40 of our existing 800 MHZ wireless
markets. covering 70 million potential customers. The
difference between AT&T Digital PCS and analog cellular
service is in the features. AT&T Digital PCS prOVides
longer battery life. short text messaging service. cJiler
identification. message waiting indicator and enh3nced
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