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M We are dedicated to being the world’s best at
bringing people together — giving them easy
access to each other and to the information
and services they want and need — anytime, anywhere.

The current integrated AT&T provides communica-
tions services and products, as well as network equip-
ment and computer systems, to businesses, consumers,
communications services providers and government
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agencies. Our Worldwide Intelligent Network
carries more than 200 million voice, data, video
and facsimile messages every business day.
AT&T Bell Laboratories engages in basic research as
well as product and service development. AT&T
also offers a general-purpose credit card and finan-
cial and leasing services. We do business in some
200 countries.

1995 Financial Highlights

itself yet again. affected.

the telecommu-
nications industry.

long distance.

businesses prosper.
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AT&T will
separate into
three stand-alone
companies

each focused on a major segment of the
growing global information industry. This
restructuring is designed to make our
businesses more responsive to customers
and more agile competitors in their markets.

THE NEW LUCENT NCR

AT&T TECHNOLOGIES

Consumer services Network systems Computer systems
: _ - : and services
Business services Microelectronics

\Wireless services Business
- . communications
On-line services systems
International services Consumer products

AT&T Laboratories Bell Laboratories




It was a year of record

sales. It was also a year
when we took $5 billion in
charges against earnings to pre-
pare ourselves for the future.

It was a year that saw AT&T
reap the benefits of the McCaw mer-
ger with a 39 percent increase in
cellular customers and acquisition
of key personal communications
services licenses.

It was a year that saw us
make the first forays into the
$90 billion U.S. local services
market and a year when we
entered previously closed do-
mestic service markets in the United Kingdom
and India.

It was a year when we continued to global-
ize the business through communications infra-
structure sales in China, the Philippines, Saudi
Arabia and other countries.

It was a year when we opened a vital new
dimension of our business by launching a series
of Internet-based services.

But more than anything else, 1995 will
be remembered for an announcement we made
early on the morning of September 20.

That was the day we announced plans to
separate AT&T into three independent, publicly
held corporations.

The new AT&T will be fo-
cused on our core strength of com-
munications services. The second
company, Lucent Technologies,
will offer communications systems
and technology, and the third, NCR,
will offer computer systems and
services. We also announced our
intent to sell AT&T Capital Corp.,
our financing and leasing arm.

Our decision to go this route
reflects our determination to shape
and lead the dramatic changes
that have already begun in the
worldwide market for communi-
cations and information services
— a market that promises to double in size before
we ring in the new century. It was, as well, a
determination to act while our position is strong.

We operate in a global information industry
grown used to a diet of constant change, where
multibillion-dollar deals between once unthinkable

partners have become

almost commonplace.

But on September 20,

even the most knowledge-

able business journalists
and financial analysts allowed themselves a
moment of stunned surprise.

Then they got down to looking at the details
of what we were doing and why.



WeTre reinventin

AT&lL...again.

By the close of that business day the finan-
cial markets had delivered an initial endorse-
ment. AT&T’s stock price jumped from $57-5/8
to $63-3/4. In other words, the stock market
value of your company increased by $10 billion
in one day. Thanks to a strong stock market and
our initiative, our stock price closed at $64-3/4
as the year ended.

This investor reaction reflects confidence in
the strategic thinking behind this restructuring.
Three independent corporations will be able to
go after the exploding opportunities of the indus-
try faster than they could as parts of a much
larger corporation.

The three new companies we’ll launch at the
end of the year will be free to pursue the best
interests of their customers without bumping
into each other in the marketplace. They are
designed to be fast and focused, with a capital
structure suited to their individual industries.

But let me reassure you, neither your board
of directors nor I has lost sight of the fact that
Wall Street’s enthusiasm is for a plan. And plans
in themselves don’t create value. Action does.
So we’re moving quickly to put our restructur-
ing plan into effect. Our actions are motivated
by the creation of long-term value, not short-term
surges in value.

We intend to do all of this in only 15 months.
I am immensely proud of the job AT&T people
are doing in keeping to a rigorous schedule as
they move this complex process along. They
understand that the changes we’re making must
be transparent to our customers. We cannot and
will not in any way

let up on our customer The value of your
commitments or finan- company increased by
cial targets. $10 billion in one day.

But our speed in mov-
ing ahead reflects the realities of a fast-changing
world that won’t wait for any company to catch
up. Our decision to restructure was driven by
seismic shifts in customer needs, technology
and public policy.

Make no mistake about it, these are funda-
mental changes. They offer unprecedented new
opportunities for us, but they also carry the

threat of washing away any company that
chooses to cling to the status quo and ignore the
power of these changing conditions.

Technology is rapidly driving down the cost
of basic communications and opening the door
for widespread use of advanced information ser-
vices, increasingly making use of the Internet. It’s
driving the need for new global alliances as
well, putting us in direct competition with com-
panies we barely knew about 10 years ago.

Changes in public

The new companies will policy are beginning
be free to pursue the best to open up monopoly
interests of their customers. teleccommunications

markets to competi-
tion, in the United States and many other parts
of the world.

The cause of competition turned a major corner
in February 1996 when the U.S. Congress passed
its long-awaited telecommunications reform bill.
This ends the local telephone companies’ legally pro-
tected monopolies in local service and frees AT&T
to enter the enormous, untapped local exchange
markets. Conversely, Bell companies will be able
to offer long distance service in their home territo-
ries when — and only when — their local monopolies
are open to genuine competition. We’ll be working
closely with national and state regulatory agencies
as they set rules for implementing the new law.

By prying open the local monopolies, this
public policy change creates a competitive mar-
ket for end-to-end services. Customers can choose
winners and losers based on who offers the best
services and prices. In that kind of arena, we’re
confident of our success.

Customers, large and small, will increasing-
ly expect communications companies to pro-
vide combinations of services tailored to their
individual needs at competitive prices. Those
services will range from familiar long distance
and local service to wireless communications,
advanced information services and electronic
commerce. We’re preparing to be the leader in
making this happen.

Each of the new companies we’re creating will
start life with the size and market presence to be a
leader in this swirling information marketplace.



TO OUR SHAREOWNERS

We've journeyed from the
pioneering days of telephony...

The new AT&T communications services
company represents a business with annual sales
of about $51 billion. It will include all of our
services businesses and be the world market
leader on its first day in business.

Lucent Technologies, the new systems and
technology company, includes Network Systems,
Bell Labs and most of our equipment business.

It expects to have $21 billion a year in sales
to start. Details on the systems and technology
company are contained in a registration statement
filed February 5, 1996 with respect to the planned
initial public offering of shares in that company.

The new computer company will be a trim-
med down version of our current computer busi-
ness. We’ve just changed the name back to NCR
to capitalize on the global customer recognition
that name holds. NCR can use that recognition
to its advantage after the spin-off is complete.

Like many others in the computer industry,
NCR has had some hard sledding over the past
few years and I’m disappointed that we haven’t
been able to make this merger work. But this
business, with $8 billion a year in sales, has an
ambitious turnaround plan in place. It’s our inten-
tion to spin this company off to our shareowners
at the end of this year after taking appropriate
steps to move NCR into a position of profitability.

We also plan to sell off our remaining interest
in AT&T Capital Corporation. That company
today is the largest publicly owned equipment
leasing and financing company in the U.S. and is
building a worldwide presence. We plan to con-
tinue to use AT&T Capital as a preferred supplier,
as do the other new companies, but we’ll use the pro-
ceeds from the sale to retire debt and otherwise in-
vest in all three companies.

We have always been committed to support-
ing our communities, as well. For example, we
announced we would spend $150 million over
the next five years to help America’s schools
make better use of information technology.
The AT&T Learning Network will offer Internet
access to every elementary and secondary school
in America along with other forms of communi-
cations technology. We will also offer teachers
technology mentors and support so they can use

this technology effectively

The men and women in teaching children.
of AT&T have made us Perhaps most important,
the team to beat. the three new companies

share a history of looking to

the values of Our Common Bond as a guide to
doing business. One of those values is Respect for
Individuals. We are making an intense effort to
live that value now as we go through the difficult
process of reducing our skilled and capable work
force by about 40,000 jobs, or about 13 percent.

Every one of our businesses looked long and
hard at staffing needs for the new companies. The
employment levels we decided on represent the
number of people needed to win in an increasing-
ly competitive, cost-sensitive set of businesses.

Good and talented people will be leaving us be-
cause they are not a match for our future needs and
size. That can’t be helped. But we are making sure
that these people are treated with respect and dignity.
They will also have a package of financial benefits
and support services to help them into new careers.

Major change always comes with some degree
of sacrifice, and AT&T has been no stranger to
major change over the last 15 years. Most of that
change has been overwhelmingly positive.

The restructuring we’re doing now has to be

You’ll find profiles Each will start life with seen in the context of a continuing journey for
of each of the three new the size and maricet AT&T that’s brought us from the pioneering days
companies inside this presence to be a leader. of telephony into a new world of information

annual report. I encour-
age you to take time to read them.

These companies will differ. But they will share
a common heritage. Each company inherits a legacy
of values from the AT&T we’ve all known over the
years. Those values include a deep commitment
to customers and dedication to quality principles.

technology. You dont make a journey of this mag-
nitude without hitting some bumps along the way.
And you certainly don’t do it without making
major changes.

In the 10-plus years since divestiture, we’ve
converted from a predominantly analog to an
all-digital network primed to capitalize on the




...into a new world of
information technology.

emerging market for advanced services. We’ve
taken a business that was exclusively domestic
and made major strides in becoming a truly
global corporation.

The men and women of AT&T have embraced
the lessons of competition and made us the team to
beat in some of the world’s most competitive mar-
kets. As the trend towards competition opens up in
new areas of the global telecommunications mar-
ket, AT&T people around the world are ready to
move in with enthusiasm and confidence.

We know there are no more important skills
for us than continuously learning and rapidly
adapting in this vibrant industry. In closing,

I think it’s worth pointing out that investors in
AT&T have done well by our decade-plus of
major changes since divestiture.

When you add in dividends and stock price
increases, since January 1984 the value of your
investment in AT&T has grown 19 percent
annually on an average compounded basis. Not
bad, but we’re anxious to prove what we can
do in the future.

As we prepare to launch the new AT&T, the
past, to borrow a phrase, is prologue. Despite
the pride we take in where we’ve been, our ex-
citement comes from where we’re going.

(

Robert E. Allen
Chairman
February 11, 1996

What to expect as
an AT&T shareowner

B As each of the new companies is spun off from AT&T
you'll receive shares in that company. The companies are
likely to be spun off at different points late in 1996. The

number of shares you'll receive for each AT&T share you own
has not yet been determined. Your current AT&T shares
will then represent shares in the “new AT&T.”

B After the companies separate, future dividends
will be declared by each companys board of directors.
No one can predict their actions or commit them to a

dividend policy. However, we understand your
expectations as a shareowner and the
importance of the dividend to you.

H As 1996 progresses, we’'ll continue to report
on developments in quarterly reports. We've also
created a toll-free number you can call to hear updated
information or to ask questions: 800 756-8500.




Our futureisalong
Y distance from long
distance.Were movingtoa
full menu of communications
and information services
including local and wireless
calling, credit cards,on- A
line services, consulting i’ -
and electronic '
B commerce.
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Growth of the global communications and infor-

mation services market: Estimated at $1 trillion
in 1995, growing to $2 trillion by the year 2000.




A SAMPLE OF
OUR SERVICES

FOR CONSUMERS

1995 1 800 CALL ATT®
THE NEW AT&T* AT&T True Reach™
' International savings
Revenues $51 billion AT&T True Reach™ Savings
=pm= on U.S. calling
Assets $56 billion ATA&T Universal Card

Employees 127,000 Language Line®

interpretation

*Revenues, assets and employees represent those the company would have Telecommunications Relay
shown at year-end had it existed as a separate company (see the Financial o

Review section for more details). The number of employees listed does not Service for the Deaf
reflect the total impact of previously announced work force reductions. True Choice® calling card

True Connections®"
500 service

True Messages*"
KEY ASSETS voice messaging

True Ties® personal

800 service
The worlds most USADirect® Service
sophisticated networlk. for calling
back to the U.S.
~ We continue to set — and quickly break — records for the number of World Connect® Service
: for travelers
calls handled by our network, and we complete those calls with better
sound quality than anyone else. Our network is getting more useful to FOR BUSINESSES
customers every day as we build in features like Internet access, dial-up ACCUNET® private line
videoconferencing and business collaboration tools. digital services
AT&T Network Notes™
applications hosting
= = AT&T WorldNet™
AWldely recoQI‘IZEd Internet access services
and trusted brand. AT&T WorldSource*™
I % 3 global voice
AT&T tops Advertising Age’s most recent list of the Top 200 S o senvices
Brands in the U.S. and leads the list of the 20 best companies identi- Ean e s famlly ol
. 4 L . messaging services
fied by U.S. consumers in a recent Harris Poll. Recognition outside interSpan® data services
the U.S. is climbing steadily as we expand our presence. e eoms sarvices fofkage
volumes of incoming
and outgoing calls
A base of more than MultiQuest® 900 Services
gy NetWare Connect Service®"
90 million customers. for connecting
. 5 2 8 . local area networks
-~ As we expand into new services like cellular and paging, electronic Souill Business Advaritage
commerce and information access, we have the customer relationships, volume calling plan
Keti h 1 d . bilities t TeleConferencing Service
marketing channels and customer service capabilities to grow revenues WordWord™ voice, video and
cost-effectively. data teleconferencing
N
Jrem—— The units described in this section
— et A
=—— ATaTl will retain the ATST brand after the
—— restructuring is completed.

-




Consumer

Seivicos Provides interstate and intrastate long distance calling,

voice-messaging and language translation services to 80 mil-
lion U.S. consumers. The AT&T Universal Card, a combina-

tion credit and calling card, serves 22 million members. Z L ¥ |
7 /(4 =
&
& g
i1 { bl [ cL .
Business Offers interstate and intrastate long distance, data services || 5
i and global messaging services to small and large businesses

in the U.S. AT&T Solutions unit provides consulting, sys-
tems integration and outsourcing services, targeting a $50
billion market that’s growing at double-digit rates annually.

Wireless AT&T Wireless Services, formerly McCaw Cellular
N Communications, offers wireless telecommunications service
in more than 100 cities. The unit also provides advanced mes-
saging and wireless data services. It is expanding rapidly both
in the U.S. and around the world.

On-line According to many analysts, the Internet already connects
i 30 million users worldwide and their ranks are increasing
10 percent a month. Selling the tools to give consumers and
businesses easy access to the information, entertainment and
electronic commerce opportunities it offers is expected to
spawn a $13 billion industry by the year 2000.

International Offers international long distance to and from the U.S.
o and global communications services to travelers and multi-
national companies outside the U.S. Has a local presence in
key markets around the world to capitalize on opportunities
to provide communications services in countries that are open-
ing their local markets to competition.

ATST . AT&T Laboratories is being formed from the portion of Bell
Laporato_nes Laboratories that performs research and development support-

‘ ing communications services and brings with it a heritage of
innovation. Its staff of 1,200 will focus on network-based tech-
nologies to meet current and evolving customer needs for new

| services.

ON THY Net
i

&
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an Globe
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Thanks to a patented Real
Time Network Routing
system, the AT&T networlk
can automatically route calls
around high-traffic areas or
cable cuts, using any one of
134 possible routes.

M Greater long distance market share than all other competitors.
Long distance and credit card units won America’s highest quality
honor, the Malcolm Baldrige National Quality Award, in 1994 and
1992, respectively. Our highly skilled people handle four million
customer interactions every day.

Many of our sales repre-
sentatives operate from
“virtual offices”so they
can serve customers any-
time, anywhere.

I Rated #11in eight of 10 service categories in 1995 CIT Research
Ltd. study of 1,000 communications managers. Rated #1 in
leased-line and packet-switching categories in Data Communi-
cations International survey of 4,500 readers worldwide.

Customers are calling for
more wireless communica-
tions. More than 1.5 million
new customers signed up
for cellular and paging
services from our wireless
unit in 1995.

1 Doubled its wireless service area to more than 200 million
potential customers in 1995 with acquisition of 21 personal
communications services (PCS) licenses in U.S. Federal Commu-
nications Commission auction. Now covers 23 of the top 25

U.S. markets.

Through the AT&T Learning
Network; we've pledged
$150 million over the next

five years to give U.S. schools |.

access to the Internet and
other services.

I We developed much of the technology that makes the Internet
possible and we're well positioned to bring its benefits to our 90
million customers. In 1995 we introduced services that offer infor-
mation and entertainment content and easy dial-up and navigation-
al tools. We can also help businesses set up electronic storefronts
on the Internet.

AT&T USADirect® Service
gives travelers and local
residents in 25 countries
the ability to reach an
AT&T operator who speaks
their language.

I International calling agreements with 200 telecommunications
companies worldwide. Ability to give travelers access to AT&T’s
network and billing in some 100 countries. In 1995 obtained a
license to offer international services to business customers in
the United Kingdom.

AT&T researchers have de-
veloped a system enabling
people to browse the
Internets World Wide Web
using spoken commands.

M Focuses on basic research as well as on the application of
technology to customer and business needs. Expertise spans a
wide range of technologies including mathematics, computer sci-
ence, software development, network analysis and design, and
systems technologies that support existing and emerging services.




GROWTH OPPORTUNITIES

The wireless services market is
rowing steadily and we rank
irst in market share.

The global market for wireless services is about $40 billion today
and is expected to reach $125 billion over the next decade. People
want to call people, not places. They want access to the information
superhighway in the palms of their hands. Our acquisition this year
of 21 licenses to offer personal communications services (PCS)

— wireless services at yet another radio frequency — extends our
potential reach to more than 80 percent of the U.S. population.

In 1995 we began marketing the wireless capa-
bilities we acquired from McCaw Cellular Communi
cations under the name AT&T Wireless Services.

The local telephone market
represents a $90 billion
growth opportunity.

Before long, customers throughout the U.S. will be able to choose
a company to handle their local calls just as they now select one to
complete their long distance calls. Our experience during the last two
years in newly opened markets for local toll calls indicates that cus-
tomers welcome competition. By the end of 1995, we had captured
15 percent of the business market for such calls.

In 1995 we announced our intent to offer local
service, contingent upon the course of legisiation
and the economics of individual markets. We will
offer local services either by reselling networl
capacity purchased from local providers or by
building our own infrastructure.

We are uniquely positioned
to make on-line services
more accessible and useful
to a wider audience.

Information and entertainment choices available electronically through
the Internet and other computer networks are growing at a dizzying rate.
Businesses and consumers are clamoring for time-saving navigational
tools and for advancements that will make on-line information more
secure and more interactive. Our technology expertise, corporate
alliances and existing base of 90 million business and consumer
customers position us to bring together a diversified group of in-
formation seekers and content providers.

In 1995 we launched AT&T Business Networlc, which
serves up news and information from CNN, Dow Jones
and others to small and home-based businesses; AT&T
Easy World Wide Web Service, which provides hosting
services; and Personal Online Services, which brings
personalized and localized content services to consum-
ers through the Internet.

Growth in
AT&T
Wireless
Services
Customers




The information services
market outside the U.S. is
expected to double to $2
trillion in the next 10 years.

The market for providing communications services to businesses
outside the U.S. is strong and growing as multinational companies
seek to do business as if all their operations resided at the same
location. A number of countries are introducing competition for local
services in response to customer demand for increased choices,
improved quality and lower prices.

WorldPartners, the AT&T-sponsored alliance that off fers
global companies seamliess communications s
extended its reach to 27 countries in 1995. We also
expanded our global partnerships to pursue
portunities in Brazil, India, Canada, Russia

Electronic commerce is
changing the way businesses
do business.

Financial markets already move $1 trillion a day using com-
puter networks. Electronic payments are increasing 15 to 25
percent a year and the Internet is expected to handle more than
$7 billion in on-line shopping transactions annually by the year
2000. We're helping businesses use our network as a delivery chan-
nel, create virtual stores on the Internet, and manage the security,
customer service and billing challenges posed by such an
environment.

In 1995 we introduced tools to help businesses autc
mate everything from handling information reques
to managing ordering, payment and shipping proce
AT&T Universal Card Services is a recognized leader in
electronic payments processing, transaction processing
and customer service.

Customers want one-stop
communications shopping
and we can deliver a full
line of services.

Consumer research indicates people want help managing their
busy lives, support as they adopt new technologies, convenience
in reaching others, and easy access to information and entertain-
ment. We’ve reorganized to do just that, creating teams dedicated
to specific customer segments. Their charge: identify more ways
customers can benefit from their relationships with AT&T. Our
reward: increased customer loyalty and greater network use.

In 1995 we introduced a new one-stop shopping service
for consumers that features a single customer vice
number-1 800 336-TRUE -for information on a v
offers from paging services to electronic bill payment, as
well as special pricing for our long distance custom

kY




LUCENT TECHNOLOGIES

¥ | Lucent Technologies
” 1S expected to emerge

as a Fortune 40 company.

is one of the worlds leading
designers, developers and
manufacturers of telecom-
munications systems,
software and




CORE SHARE
MARKET RANK
1995 ' oA
LUCENT TECHNOLOGIES* Switching 1 U.S.
Revenues $21 billion Transmission 1 US.
Assets SZO billion Operations
support
Employees 131,000 phed < el World
*Revenues, assets and employees represent those the company would have ¢
shown at year-end had it existed as a separate company (see the Financial Wireless
Review section for more details). The number of employees listed does not networks u .s.
reflect the total impact of previously announced work force reductions.
Business
m communications uU.S.
Corded and
’ 2 cordless phones uU.s.
Bell Laboratories, widely :
Answering
arded as one of the systems u.s.
7 = =
world’s foremost industrial R
research and development systems World
organizations.
. ? : Al Tn Digital signal
Among its achievements since its inception in 1925: an average of processor chips 2 World

one patent each business day, seven Nobel Prize winners, seven U.S.
National Medals of Science and five National Medals of Technology.
Its contributions include the transistor, the solar cell, the communica-
tions satellite, cellular telephony, electronic switching and the UNIX"

operating system.
T Unix is a registered trademark licensed exclusively by Novell, Inc.

A global presence.

Lucent Technologies has offices or distributors in more than 90
countries or territories. Bell Labs has a presence in 13 countries.

More than a hundred years
of manufacturing experience.

During the past five years, our manufacturing practices have earned
a Malcolm Baldrige National Quality Award, a Deming Prize and two
Shingo Prizes for excellence in American manufacturing.

Our name was developed after ex-
tensive interviews with customers
and other stakeholders. Lucent means
“marked by clarity” or “glowing with
light.” The new logo is a bold, red,
hand-drawn innovation ring.

Lucent T
Bell Labs Innovations




Supplies network telecommunications systems, software
and services to telephone companies around the world,
the U.S. government, private communications network
operators, cable companies and wireless service providers.

Produces high-performance integrated circuits, power
systems and optoelectronic components for Lucent Tech-
nologies and other leading communications and computer
manufacturers. During the last five years, sales to non-AT&T
customers have shown double-digit growth rates.

Designs, manufactures, installs and services business
telecommunications systems, including private branch
exchanges, key systems, structured cabling and voice pro-
cessing systems. Has provided engineering, installation,
maintenance and support services to more than 1.5 million
customer locations in more than 90 countries.

Sells, services and leases telephones and other telecom-
munications devices through retailers representing 17,000
point-of-sale locations. Was the first in the industry to offer
cordless telephones with 25-channel capability, which reduces
interference. Sold 2.5 million Trimline® telephones in 1995.
Offers a broad line of telephone answering systems and
cellular products.

Focuses on several core technologies: software, digital
signal processing, telecommunications networking technolo-
gies, microelectronics and photonics. Emphasizes areas offering
Lucent Technologies’ operating units a competitive advan-
tage, such as increased transmission capacity, faster call
processing, increased reliability and reduced network costs.

Note: Rank orders listed refer to market share.




This gaucho in Argentinas
remote ranch lands now
has access to telephone
service, thanks to a wire-
less network that Network
Systems played a key role
in building.

Competitive strengths

M Ranks #1 in U.S. public network infrastructure market,

#2 worldwide. Flagship product, the 5SESS® 2000 Switch,
has been installed in 49 countries and can provide any media—
digital voice, data, video and wireless communications.
According to data compiled in the U.S. Federal Communi-
cations Commission’s Armis Report, it is the most reliable
switch in the industry.

Microchips are the very
heart of information age
products and systems, and
we offer a wide variety of
standard, semicustom and
custom products.

I At year-end 1995 the unit’s microelectronics products were
included in more than half the world’s digital cellular phones.
Has a research, design, manufacturing or sales presence in 15
countries to enable close design collaboration with customers.

Definity® Enterprise
Communications Server
phones for businesses,
redesigned for European
technical standards and
aesthetics, roll off the
manufacturing line in
Saumur, France.

I Offers a broad line of systems and products that can be integrated
into a business’s network and upgraded with new software releases.
Intelligent diagnostic software built into systems and service centers
around the world reduces system downtime and provides a key com-
petitive advantage.

The Two-Line Personal
Information Center 882
does double-duty as a
phone and personal data
organizer for home-based
businesses.

I For the nine months ended September 30, 1995, sold twice as
many corded telephones, cordless telephones and telephone
answering systems in the U.S. as any competitor in each category.
Captured a 5 percent share of the market for cellular phones in the
U.S. since entering the market in 1992 with innovations such as
user-friendly, on-screen instructions, voice activation and circuitry
that filters out background noise.

in 1995 a Bell Labs
research team devised
a way to reliably trans-
mit compressed color
still images over wire-
less channels.

I Integrated with Lucent Technologies’ operating units to

speed innovation. Focuses on technologies critical to telecom-
munications: software, digital signal processing, networking
technologies, microelectronics and photonics.
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. /| Ourrestructured
WA, _ computer unit, after
a difficult year, is trimmer,
more focused and primed
to ta:ke on a $470billion
market opportuni

growing pme)re tharay
Pl 7 percent

In billions of dollars

95 26 ‘27 98 99 00 000

Growth of global markets for NCR-related comput-
ing systems and services: Estimated at $470 billion
growing to $675 billion by the year 2000.



A SAMPLE OF
OUR CUSTOMERS

|N9C9|§* ‘ I-800-Flowers_
Bank of America
Revenues $8 billion Barnett Banks, Inc.
Assets $5 billion Blue Cross Blue Shield
Employees 38,000 of lllinois

Commonwealth Bank
*Revenues, assets and employees represent those the company would have shown of Australia
at year-end had it existed as a separate company (see the Financial Review = .
section for more details). The company had significant 1995 losses and restruc- Delta Air Lines
tiring charges. The number of employees listed does not reflect the total impact
of previously announced work force reductions.

Electronic Payments
Services Inc.

Fidelity Investments

A current customer base i e sy
in191 countries. Meijer, Inc.

Our businesses are headquartered in Payton, Oh10,. Atlaptg, Georgia, Office Depot
and London, but our people are based in 130 countries, giving us the Sainsbury Savacentre

ability to market and support our products and services around the world. whHwme

More than half our revenues are generated outside the U.S. Wichovia Banks

Wal-Mart
Ability to leverage our Wells Fargo
leadership in key industries.

While we market our computer platforms across many industries,
we’re capitalizing on our long-standing relationships with customers in
the financial, retail and communications industries. We are offering them
total solutions, including a full range of professional and support services,
building on our sales of automated teller machines, retail scanners, termi-
nals and transaction-processing systems. As a result, they can better use
information they collect to serve their customers.

Access to the research
capabilities of
Bell Laboratories.

We’ve signed a multi-year commercial agreement with Bell Labs
for research to support several key technology areas. We will continue
to invest in research and development at
levels that are at or above industry averages. AT&T Global Information Solutions

changed its name back to NCR
/ N‘ R Corporation January 10, 1996, in
anticipation of becoming an inde-

pendent, publicly traded company.
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We lead the market for high-
end computer systems and
services for data warehousing,
transaction processing and
decision support.

Businesses generate massive amounts of data — about customers,
competitors and internal operations. We’ve developed the kind of
sophisticated computer servers that can process large volumes of
transactions and store, correlate and analyze huge amounts of infor-
mation. In fact, we’re the market share leader in commercial parallel
processing systems that can perform many tasks simultaneously. We
also rank first worldwide in data warehousing systems and UNIX
commercial systems in the $100,000 to $1 million range.

Industry analysts widely applauded our 1995 intro-
duction of the WorldMark® line of enterprise servers,
which offer affordability, expandability, performance
and investment protection.

The retail industry is
increasing its spending
on information technol-
ogy and we're a leader
in retail systems.

Retailers are expected to increase their investment in computer
systems and services more than 8 percent a year over the next three
years. We have a strong presence in the industry dating back over a
century to our roots as the National Cash Register Company. Our
scanners check out over 270 billion items a year around the world.
In 1995 our estimated share of the market for slot-type scanners
was more than 40 percent, and we had more than 20 percent of the
world’s market share for point-of-sale terminals.

The American Product Excellence Committee
singled out our 7870 Bi-Optic Scanner/Scale
for its 1995 Grand Award for Excellence in
Product Design.

Our services business
is easily outpacing the
industrys 9 percent
growth rate.

‘We have more than 20,000 service professionals
in more than 1,100 locations around the globe.
They’re experts in helping global companies turn
their information into actionable decisions and
profitable results. We’re recognized as an industry
leader in data warehousing services, information
technology architecture, project management, and
network services solutions and support services that
help businesses keep critical computer systems up
and running.

In 1995 our services business grew 12 percent
overall; professional services, 21 percent.




Our consumable media
business is profitable and
growing at a healthy clip.

Automated systems use huge quantities of labels, ribbons,
paper rolls and custom-printed documents. Our Systemedia
business operates 19 manufacturing facilities around the world
that produce everything from thermal transfer ribbons and cus-
tom paper rolls to pressure-sensitive labels and ink ribbons.
We'’re the market share leader in stock and paper rolls for point-
of-sale retail terminals and automated teller machines (ATMs).

The communications
industry is ex ed to
spend nearly $25 billion
a year on information
technology by 1997.

In the fast-paced, hotly contested communications indus-
try, understanding customers is critical. We have considerable
experience in designing combinations of systems and services
to meet their needs. By putting to work our expertise in massively
parallel processing and data warehousing, we’re helping com-
munications companies store and use customer calling records
to better serve customers and to design customer acquisition
and retention programs.

Financial institutions are
looking for sophisticated
systems to help them cut
costs and enhance cus-
tomer relationships, and
we can fill the bill.

We’re an established leader in the financial industry with a
strong presence in more than 100 countries. About one-third of all
automated teller machines installed throughout the world carry the
company’s brand. Our market share leadership in automated teller
machines has served us well as we’ve moved into other transaction
processing and commercial management areas. As banks look
for creative ways to add value for consumers, we’re helping them
to tap into previously unmined consumer data and to design new
banking services and delivery capabilities.




FINANCIAL

ik

Our strategic restructuring will launch
three new customer-focused companies.

A Discussion and Analysis
of Our Results of Operations
and Financial Condition

i Record revenues in 1995 reflected growth in long dis-
tance and wireless communications services, increased
sales of network telecommunications and business tele-
phone systems and growth in financial services and leasing.
Customer demand in the global information industry
continues to rise, spurred by worldwide economic growth,
technological advances and the declining relative cost of
information technology.

Notwithstanding this revenue growth, after evaluating
market conditions, including economic, financial, govern-
mental and technological factors, we concluded that
changes would be in the best interests of our stakeholders.
On September 20, 1995 we announced our plan to sepa-
rate AT&T Corp. (AT&T) into three independent, pub-
licly held, global companies: communications services
(which will retain the AT&T name), communications sys-
tems and technologies (which has been named Lucent
Technologies Inc.) and transaction-intensive computing
(formerly AT&T Global Information Solutions, now NCR
Corporation). Our goal is to reduce the complexity of our
operations making our businesses more competitive and
responsive to customers by eliminating some strategic and
internal conflicts. Separating into three independent
companies will enhance our ability to focus on strategic
businesses that add value to customers, to take advantage
of new opportunities and to improve cost structures and
operating efficiencies. We are planning an initial public
offering of approximately 15% of Lucent Technologies
Inc. (Lucent) common stock in the first half of 1996. We
expect to distribute to our shareowners, subject to certain
conditions, all of our remaining interest in Lucent and
all of our interest in NCR Corporation (NCR) by the
end of 1996. Also announced as part of the restructuring
was our intent to pursue the sale of our remaining 86%
interest in AT&T Capital Corporation (AT&T Capital).
Our goal is to complete all of these actions by the end of
1996. However, our plan is subject to several conditions,
including receipt of a favorable tax ruling, other required
approvals, and the absence of events or developments

that would cause the plan to have a material adverse
impact on AT&T or its shareowners. We expect transac-
tions associated with this plan to be tax-free to share-
owners. Pages 31-32 of this report show summary
financial information for the three separate companies.

In the fourth quarter of 1995, we recorded restructur-
ing and other charges of approximately $6.2 billion
before taxes primarily related to our plans to separate
into three companies as described above. The charges
reduced net income by approximately $4.2 billion, or
$2.61 per share. As a result, net income for the year was
$139 million, or $.09 per share. Excluding these
charges, net income increased 16.6% in 1995 compared
with 1994 to $5,492 million ($3.45 per share).

The charges cover plans to sell several businesses,
including the AT&T Microelectronics Interconnect busi-
ness and AT&T Paradyne. We also plan to close our 338
AT&T owned retail stores (the Phone Center Stores) by
May 1996, to realign our consumer products distribution
channels and to consolidate and reorganize corporate and
business unit operations over the next two years. Accord-
ingly, the fourth-quarter charges included separation costs
for nearly 40,000 employees, of which about 24,000
were management and 16,000 were occupational. We
expect 70% of all separations to be completed by the end
of 1996, with the majority of the remainder being com-
pleted in 1997.

During the third quarter of 1995, we approved NCR’s
plans to refocus its business. The goal is to return NCR
to profitability. Major aspects of the plan are to discon-
tinue the manufacture of personal computers and their
sale through reseller channels, to reduce the number of
industry markets it serves and to consolidate facilities
globally. NCR expects to complete these actions during
1996. As a result, in the third quarter of 1995, AT&T
recorded charges of approximately $1.6 billion before
taxes, which reduced net income by approximately $1.2
billion, or $0.74 per share.

The pretax total of the third and fourth quarter 1995
charges was recorded as $670 million in costs of tele-
communications services, $1,676 million in costs of
products and systems, $717 million in costs of rentals and
other services, $6 million in costs of financial services
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ELEVEN-YEAR SUMMARY OF

SELECTED FINANCIAL DATA

AT&T Corp. and Subsidiaries (unaudited)

DOLLARS IN MILLIONS (EXCEPT PER SHARE AMOUNTS)
1995+ 1994 1993* 1992 1991 * 1990 1989 1988* 1987 1986* 1985
Results of Operations
Total revenues $79,609 $75,094 $69,351 $66,647 $64,455 $63,228 $61,604 $62,067 $60,726 $61,975 $63,159
Research and
development expenses 2718 3110 3111 2924 (3014 9935 1 3098 2988 D810 2599, D507
Operating income (loss) 1,215 7949 6498 6,529 10428 5858 4 F5]  (2,500) 4,071 974 ¢ 3561
Income (loss) before
extraordinary item and
cumulative effects of
accounting changes 139 4710 3,702 3442 170 3495 - D800 i((1.597). 2,874 609 1,856
Net income (loss) 139 4,710 (5,906) 3,442 171 3666 ¢ 28920 (1 527) 9374 484 & 856
Earnings (loss) per common
share before extraordinary
item and cumulative effects
of accounting changes 0.09 3.01 2.39 2.2 0.12 2.38 195 (1.06) 1.61 0.36 121
Earnings (loss) per
common share 0.09 3.01 (@820 D O 0.12 251 1.95 « (1.06) 1.61 0.24 1.21
Dividends declared per
common share 1.32 1139 1.32 1.32 132 1232 1.20 1.20) 1.20 1.20 120,
Assets and Capital
Property, plant and
equipment — net $22,264 $21,279 $20,434 $20,209 $19,286 $18,906 $17,362 $16,793 $22,124 $22,247 $23,182
Total assets 88,884 79,262 69,393 66,104 62,071 57,036 45,228 41,945 45,583 44,305 44,824
Long-term debt including
capital leases 11635 17558 11,802 ¢ 147166F 13:682° 14579 10116 10172 90608 8234 R 104
Common shareowners’
equity 1722729 17920 13374 903137 0738 0K S 727 713,694 161913 [15:8349" 161945
Net capital expenditures 5,992 4572 4149 4043 4/086° 41200 3959 4453 3RS 3977 14303
Other Information
Operating income (loss)
as a percentage of
revenues 1:5%  1016% 94%  9:8% 299 " 859 4% H(@0)% " 6:1% 1.6% 5.6%
Net income (loss) as a
percentage of revenues 0% 63% B%: 272% 0.3% 5.8% 416% (2:5)%  3.9% 0.7% 2.9%
Return on average
common equity 0.7% 29.5% (47.1)% 176% 09% 212% 191% B9% 143% 2.0% 10.6%
Data at year-end:
Stock price per share $64.75 $50.25 $52.50 $51.00 $39.125 $30.125 $45.50 $28.75 $27.00 $25.00 $25.00
Book value per common
share $10:82 S11:428 § 8658 $1331  $12105° "$12:33°  $1(0.92 & 057 S R7 S $HHE04  S1g8
Debt ratio 62.0% 583% 64.4% 53.1% 54.8% 53.5% 450% 458% 384% 39.6% 39.9%
Debt ratio excluding
financial services 44.3% 34.1% 49.1% 408% 46.0% 47.6% 393% 422% 352% 37.6% 38.4%
Employees 299,300 304,500 317,700 319,000 322,300 333,400 343,000 367,400 366,200 379,900 400,400
*1995 DATA REFLECT $7.8 BILLION OF PRETAX BUSINESS RESTRUCTURING AND OTHER CHARGES.
1993 DATA REFLECT A $9.6 BILLION NET CHARGE FOR THREE ACCOUNTING CHANGES.
1991 DATA REFLECT $4.5 BILLION OF PRETAX BUSINESS RESTRUCTURING AND OTHER CHARGES.
1988 DATA REFLECT A $6.7 BILLION PRETAX CHARGE DUE TO ACCELERATED DIGITIZATION OF THE LONG DISTANCE NETWORK.
1986 DATA REFLECT $3.2 BILLION OF PRETAX CHARGES FOR BUSINESS RESTRUCTURING, AN ACCOUNTING CHANGE AND OTHER ITEMS.
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and leasing, $4,359 million in selling, general and
administrative expenses and $417 million in research
and development expenses. If viewed by type of cost, the
pretax charges reflect $3,417 million for employee separa-
tions and other related costs, $2,533 million for asset write-
downs, $895 million for closing, selling and consolidating
facilities and $1,000 million for other items. (See also
Note 8 to the consolidated financial statements.)

In 1993 we provided $498 million before taxes for
restructuring activities. These charges covered actions at
NCR to reduce its workforce through early retirement and
voluntary separation programs, actions at our telecom-
munications services units to centralize support services,
actions to close plants that manufactured telecommunica-
tions network systems and actions to restructure operations
that serviced the U.S. federal government. If viewed by
type of cost, the charges reflect $235 million for employee
separations and other related matters, $171 million for
facility closings and $92 million for other related items.
These charges were recorded as $13 million in costs of
products and systems, $90 million in costs of other
services, $373 million in selling, general and administra-
tive expenses and $22 million in research and develop-
ment expenses.

All parts of our business face substantial and intensi-
fying competition. Product pricing and technology are
under continual competitive pressure, and business and
market conditions are changing rapidly. Our business
leaders must continuously reassess their resource needs
and redirect them as necessary to address market condi-
tions and to reduce costs. Such steps can include the
expansion of service offerings to provide larger bundles
of services sought by customers. They can also include
closing and consolidating facilities, disposing of assets,
reducing the workforce or withdrawing from markets.
Actions to enhance efficiency through continuous improve-
ment are part of our commitment to quality.

The sections that follow describe our main revenue
streams. Within these sections we describe the main ser-
vice and product lines of the public companies that will
emerge from our strategic restructuring.

PN o v gl Y P pp——
Al&T versus

Total shareowner return asﬁlming
reinvestment of dividends

Your investment has outperformed the S&P 500 since
the largest divestiture in corporate history, which
resulted from a consent decree, in 1984. Only

twelve years later we're preparing

for the second largest divestiture
in corporate history; this time,
it’s our choice.

Assumes $100 invested in AT&T common stock and in the
S&P 500 index on January 1,1984 and all dividends

/84 8¢ 85 86 87 88 89 90 91 92 93 94 95

Telecommunications Services

# These revenues, which include traditional long distance,
wireless services and other communications services, grew
6.0% in 1995 and 4.3% in 1994. The gains were mostly
due to higher volumes, as the AT&T network handled a
record 61.6 billion calls in 1995. Billed minutes for tra-
ditional, time-billed long distance services rose nearly
9.0% in 1995, compared with an increase of more than
7.5% in 1994 and about 5.5% in 1993. In particular, we
saw volume growth in calling card, business inbound
services and consumer international services.

Volume growth exceeds revenue growth because more
customers are taking advantage of our many calling plans
and promotions. However, the gap between revenues
and volume growth narrowed in 1995 to 4%. This nar-
rowing reflected less movement among calling plans by
both business and residential customers and some targeted
pricing actions.

The merger of AT&T and McCaw Cellular Communi-
cations, Inc. (McCaw) in 1994 and the acquisition of
personal communications services (PCS) licenses in 1995
strengthened the competitive position of our communica-
tions services business. These initiatives will create new
bundled offering opportunities, thereby enhancing our
prospects for growth in revenues and earnings. The pur-
chase of the minority owners’ stake in LIN Broadcasting
Corporation (LIN) in October 1995 gave us increased
control of important cellular markets. AT&T now has the
right to provide cellular services or PCS in 23 of the
nation’s top 25 markets. AT&T Wireless Services, formerly
McCaw, is the leading U.S. provider of wireless commu-
nications services.

Total revenues from wireless services, which include
cellular and messaging services, grew 28.3% to $2,926
million in 1995, from $2,280 million in 1994 and $1,760
million in 1993, mainly due to additional cellular service
subscribers. Having met government conditions, in 1995
we were allowed to begin to jointly market long distance
and cellular services. Thus far we’ve had a favorable
response to this promotion. Cellular customers, reported
on the same basis as consolidated wireless services rev-
enues, increased to 3.9 million at year-end 1995, from
2.8 million in 1994 and 1.9 million in 1993. Cellular cus-
tomers served by companies in which AT&T has or shares
a controlling interest increased to 5.5 million at year-end
1995, from 4.0 million in 1994 and 3.0 million in 1993.
Average revenue per subscriber declined in 1995 reflecting
pricing pressures experienced by all cellular service pro-
viders, as well as lower average usage per subscriber
atttributed to growth in subscribers for emergency and
other personal use.

We also furthered our strategy of providing a broad
package of telecommunications services by launching



AT&T branded on-line services, such as the AT&T
Learning Network, the AT&T Business Network, AT&T
Easy World Wide Web Service and Personal Online
Services. These services provide dial-up and dedicated
internet access, navigational tools and information direc-
tories, hosting and transaction services, and content.

In February 1996, the Telecommunications Act of
1996 (the “Telecommunications Act”’) became law. The
Telecommunications Act preempts state and local require-
ments which prohibit or have the effect of prohibiting an
entity from providing telecommunications services. In
addition, the Telecommunications Act requires incumbent
local exchange carriers (LECs), including the Regional
Bell Operating Companies (RBOCs), to implement a
checklist of conditions that are designed to foster local
exchange competition. Although the Telecommunications
Act permits interexchange carriers and others to begin
providing local exchange service at any time, negotiations
with LECs over access and interconnection agreements
and the adoption of implementing rules and regulations
will be necessary before effective local exchange compe-
tition commences.

The Telecommunications Act permits immediate
RBOC provision of interexchange services outside of
their home service areas and certain incidental interex-
change services in their home service areas, such as those
provided in conjunction with commercial mobile and
cellular services. In addition, an RBOC is permitted to
provide interexchange services originating in any state in
its region upon receiving FCC approval, which is subject
to a number of conditions, including that the RBOC has
implemented the Telecommunications Act checklist of
conditions throughout such state and, generally has entered
into an interconnection agreement with a facilities-based
competitor upon request. Once approved to provide inter-
exchange services in a single in-region state, an RBOC
is also permitted to begin manufacturing telecommuni-
cations equipment.

The Pace ofChange n the Global In

G

AT&T believes that the Telecommunications Act’s pro-
visions for the opening of local exchange markets to
competitive entry are significant and that the restrictions
placed on RBOC entry into in-region interexchange ser-
vices should promote service competition in the RBOC’s
monopoly markets before RBOC provision of in-region
interexchange services. Nonetheless, there is no assurance
that, in the administration of the Telecommunications
Act, the rules and regulations to be adopted will result in
meaningful facilities-based competition prior to RBOC
provision of in-region interexchange service.

To the extent that such implementing rules and regula-
tions do not contain adequate provision for facilities-based
local exchange competition, there is a substantial risk that
AT&T and other interexchange service providers would be
at a disadvantage to the RBOC:s in the provision of local
exchange services. In addition, regardless of provisions for
facilities-based local exchange competition, the simultane-
ous entrance of seven RBOC competitors for interexchange
services is likely to adversely affect AT&T’s long-distance
revenues and could adversely affect earnings. There is still
a significant amount of uncertainty as to the extent, timing
and impact on AT&T of the RBOCs entrance into interex-
change services.

Similarly, the impact of AT&T’s entrance into local
services cannot reasonably be predicted. Notwith-
standing the strong local entry provisions contained in
the Telecommunications Act, various factors, including
start-up costs associated with entering new markets, local
conditions and obstacles and the final form of implement-
ing rules and regulations, could adversely affect future
revenues and earnings. Nevertheless, the legislation, plus
other public policy and technological changes, will likely
open new markets for AT&T in different areas of com-
munications services. AT&T’s competitive strategy
includes using its networking capabilities, respected
brand name and other resources to take advantage of
these new opportunities as they arise.

B We must anticipate and react quick-
ly to continuous and rapid changes in
our markets. Technological developments
create new markets, shorten product life
cycles and hasten the convergence of dif-
ferent areas of the global information
industry. The rapid growth, enormous
size and global scope of this industry
attract new entrants and encourage
existing competitors to broaden their
offerings. Alliances, joint ventures, merg-
ers and acquisitions between market
participants and regulatory and legisla-
tive decisions that affect these markets,

further alter the competitive landscape.
Current and potential competitors in
telecommunications services include
local telephone companies, other long
distance carriers, cable companies, inter-
net service providers, wireless service
providers and other companies that offer
network services. Other entrants from
adjacent segments of the communica-
tions and information services industries,
include providers of business informa-
tion systems, systems integrators and
companies outside the U.S. seeking to
expand their markets. Some of these
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companies already have a strong market
presence, brand recognition and existing
direct customer relationships. All of these
conditions contribute to substantial and
intensifying competition.

Public policy changes including the
Telecommunications Act are likely to
bring not only increased competitive
pressures, but may also open new mar-
kets to AT&T. Our strategy is to use our
strong networking capabilities, a well-
known and respected brand name and
other strengths to capitalize on oppor-
tunities that arise.



Costs of telecommunications services include $670
million of restructuring and other charges in 1995.
Excluding these charges, the gross margin percentage
on telecommunications services rose to 44.9% in 1995
from 42.4% in 1994 and 39.9% in 1993. This upward trend
is mainly the result of lower per-minute access costs —
costs for reaching customers through local networks. The
Federal Communications Commission (FCC) approved
changes to the price-setting methodology for access costs,
effective August 1995. These changes included a reduction
in the maximum prices (price caps) local telephone com-
panies can charge for connections. These price caps will
be adjusted annually for inflation and changes in produc-
tivity. Additionally, the local telephone companies are
required to use higher productivity factors in the future,
which should lead to lower charges.

1995 Sources of Revenues
As p ges of total

The markets for our products and systems are
growing fastest outside the U.S. as many
countries expand and modernize their
telecommunications infrastructure.
Global competition in telecommu-
nications services is developing

now and will likely accelerate.

International

Revenues
From operations located
in other countries.

International
Revenues
From U.S.operations
(international telecommunications
services and exports)
o ULS.
" Revenues

Products and Systems

¥ Products and systems sales climbed 5.9% in 1995 and
18.1% in 1994, reflecting continued growth in sales both
inside and outside of the United States.

Products and Systems

DOLLARS IN MILLIONS 1995 1994 1993
Revenues
Telecommunications network

products and systems $10,665 $ 9,785 $ 8,345
Communications products

and systems 4,899 4,494 3,692
Microelectronics products

and other* 2,798 2,674 2,418
Computer products and systems 4,050 4,208 3,470
Products and systems $22,412 $21,161 $17,925
Gross margin percentage 28.4% 37.3% 38.8%

*OTHER PRODUCT REVENUES ARE MAINLY FROM COMPUTING MEDIA THAT CUSTOMERS
USE WITH AUTOMATED TELLER MACHINES AND RETAIL SCANNING EQUIPMENT, AND
BUSINESS FORMS.

Most of the revenues from telecommunications net-
work products and systems, communications products

and systems, and microelectronics products are from
units that will be a part of Lucent.

Revenues from telecommunications network products
and systems rose 9.0% in 1995 and 17.3% in 1994. In both
years we had higher sales both inside and outside of the
United States. The growth outside of the U.S. was due
primarily to increased sales to service providers. In the
U.S. sales increased to independent telephone compa-
nies, cable companies and competitive access providers.
About $243 million of the 1994 increase in revenues
came from consolidating AG Communications Systems
Corporation when we raised our ownership to 80%.
Sales of switching and transmission equipment to local
telephone companies declined in 1995. We believe that
was due to delays in spending by those customers and
recent legislative initiatives which caused reluctance to
purchase from a potential competitor.

Sales outside of the U.S. of telecommunications network
products and systems rose $730 million or 27.2% in 1995,
led by strong sales in Saudi Arabia and China. Most sys-
tems and equipment for telecommunications networks are
sold under contracts that produce revenues for several
years. In 1994 we were awarded a $4 billion contract to
build a fully digital communications network in Saudi
Arabia. This contract will launch AT&T’s GSM (global sys-
tems for mobile communications) offerings and is expected
to be completed by the beginning of the next decade.

Revenues from sales of business communications
products and systems rose 9.0% in 1995 and 21.7% in
1994. Sales of business communications equipment
grew both inside and outside of the U.S. the last two
years. In 1995 U.S. growth was largely due to increased
sales of private branch exchanges (PBXs), including
Definity® products and voice-processing systems. Sales
of business communications products outside of the U.S.
increased $89 million or 26.5% in 1995, led by increases
in the United Kingdom, Canada and France. In 1994
we also had higher sales of Definity PBX products, partly
reflecting upgrades to accommodate changes in the North
American Numbering Plan and sales of Conversant®
voice-processing products. Growth in sales outside the
U.S. in 1994 reflected acquisitions in Europe and Latin
America as well as higher demand.

Revenues from sales of consumer communications
products declined in 1995 mainly because of competitive
pricing pressures and an increasing proportion of lower-
margin products. The decline was due to lower sales of
corded telephones and telephone answering machines
which was partially offset by higher sales of cordless and
cellular phones. In 1994 revenues rose again primarily
because of strong consumer sales of cellular and cordless
phones. In 1995 we introduced three pagers, the first in a
line that will include alphanumeric models in early 1996
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and two-way pagers designed for eventual use with PCS.
In January 1996 we announced our intention to close the
338 AT&T Phone Center Stores most of which will be
closed by May 1996.

AT&T Submarine Systems, Inc. (Submarine Systems)
supplies and constructs submarine cable systems and is
a part of the communications services units. Revenues
from these systems fall within the communications prod-
ucts and systems category. This unit had revenues of
almost $900 million in 1995 which reflected growth of
more than 14% over 1994. Revenues in 1994 increased
almost 12% compared with 1993.

Revenues from sales of microelectronics components
(including integrated circuits, digital signal processors
and power systems) and other products grew 4.6% in
1995 and 10.6% in 1994. The growth occurred despite the
sale of the NCR microelectronics unit in early 1995,
which had 1994 revenues of $383 million. Most of the
revenue increase in microelectronic components reflected
increased sales of integrated circuits, both inside and
outside of the United States.

NCR is responsible for the majority of our sales of
computer products and systems. Revenues from these
sales declined 3.7% in 1995 after rising 21.3% in 1994.
The decline in revenues was primarily due to lower
sales of personal computers and large systems. Price
competition for personal computers was severe. Most
personal computers from different manufacturers use the
same or comparable microprocessors and software, lead-
ing customers to focus increasingly on price. This is one
of the reasons that NCR is discontinuing the manufacture
of personal computers. In 1994 we changed the end of
the fiscal year from November to December for NCR
operations outside of the United States. This was done to
report essentially all of our operations on a calendar year.
This change added $223 million in revenues ($113 mil-
lion of product sales) and a marginal loss in 1994.

Cost of products and systems included $1,676 million
in provisions for business restructuring and other charges
in 1995 and $13 million in 1993. Apart from these provi-
sions, the rise in cost of products and systems is mainly
associated with the higher sales volumes. Excluding
the charges, the gross margin percentage on products
was 35.9% in 1995, compared with 37.3% in 1994 and
38.9% in 1993. The rising proportion of lower-margin
products in the sales mix led to the margin decline in
both years.

Rentals and Other Services

I Revenues from rentals and other services for com-
puter products and systems come primarily from NCR.
The services are mainly professional services — such as
designing solutions and systems for customers — and
maintenance contracts.

Rentals and Other Services

DOLLARS IN MILLIONS 1995 1994 1993
Revenues
Computer products and systems $ 2,841 $23818 $2,641
Communications products

and systems services 1,755 1,680 1,457
Communications products

and systems rentals 795 995 1,174
Other* 798 763 871
Rentals and other services $6,189 $6,216 $ 6,143
Gross margin percentage 33.8% 47.1% 46.0%

*#OTHER REVENUES ARE MAINLY FROM TELEMARKET[NG SER‘\"ICES. INF()RMA’I’I’ON
TECHNOLOGY SERVICES, FACILITY RENTALS AND LICENSES AND ROYALTIES.

Revenues from maintenance contracts for communica-
tions products grew as a result of increases in related
sales. Rental revenues — from renting telephone sets or
answering machines to consumers and PBX equipment
to businesses — continued to decline and are expected to
continue to decline in future years.

“Other” revenues are mainly from the activities of
units that will remain with AT&T after our reorganiza-
tion. An example is telemarketing services provided by
AT&T American Transtech.

Provisions for business restructuring and other charges
added $717 million to cost of rentals and other services
in 1995 and $90 million in 1993. Excluding these charges,
the gross margin percentage was 45.4% in 1995, com-
pared with 47.1% in 1994 and 47.4% in 1993. This
decline was due mainly to the shifting mix of revenues,
particularly the declining proportion of high-margin rentals.

Financial Services and Leasing

™ These revenues come mainly from AT&T Universal
Card Services (Universal Card) and AT&T Capital. As
previously announced, AT&T intends to pursue the sale
of AT&T Capital. Both revenues and earnings for these
two companies continued to grow over the past two

years because of their continued earning asset growth.

Financial Services and Leasing

DOLLARS IN MILLIONS 1995 1994 1993
Revenues
AT&T Capital $ 1,577 $ 1384 $ 1,360
Universal Card 2,250 1,782 1,228
Eliminations, adjustments

and other* (26) (49) (84)

Financial servrices and leasing $ 3,731 § 3,117 $ 2,504

Gross margin percentage 29.1% 31.0% 31.7%
Universal Card Information:
Total book and managed

finance receivables $14,118 $12380 $ 9,154

Accounts in millions 12.6 15.1

1Hl7/
*#(OTHER REVENUES ARE MAINLY FROM LEASE FINANCE ASSETS THAT AT&T RETAINED
WHEN AT&T CAPITAL WAS REORGANIZED IN 1993 AS WELL AS THE ELIMINATION OF

LEASE REVENUES FROM AT&T AFFILIATES.



The gross margin percentage for these services
declined in 1995 due to competitive pricing pressures
and to higher credit losses and fraud at Universal Card.
In 1994 rising interest rates narrowed margins. Both
Universal Card and AT&T Capital set reserves for losses
based on experience, current delinquencies and the out-
look for the economy.

The continuing growth of Universal Card is illustrated
by its receivables and number of customer accounts.
Universal Card’s “book” and managed receivables,
which include the $3.5 billion securitized in 1995, were
$14.1 billion at December 31, 1995, up 14.0% from
year-end 1994. Universal Card will retain the servicing
and customer relationships of the credit card accounts
that were securitized. Universal Card did not securitize
receivables before 1995.

The intent to pursue the sale of AT&T Capital does
not affect AT&T Capital’s role as a provider of AT&T’s
customer financing pursuant to an operating agreement
between AT&T and AT&T Capital. We expect that at the
completion of the restructuring, AT&T Capital will retain
its current operating agreements regarding its leasing
arrangements with AT&T, Lucent and NCR. The sale of
AT&T Capital also will not affect AT&T’s unconditional
guarantee of all of the AT&T Capital outstanding debt at
the end of March 1993. The guaranteed debt amounted to
$417 million at the end of 1995. AT&T Capital’s debt
issued subsequent to March 1993 relies on its own credit.

Operating Expenses

¥ Selling, general and administrative expenses included
$4,359 million of restructuring and other charges in
1995, $246 million of merger-related expenses in 1994
and $373 million of restructuring and other charges in
1993. Excluding these charges, such expenses were
26.1% of total revenues in 1995, compared with 25.8%
in 1994 and 25.5% in 1993. Part of the 1995 increase
was related to our response to competitive conditions
and to our increased global presence, resulting in
increased spending on sales and sales support efforts.
We focused advertising expenditures on retaining

and winning back residential customers of traditional
long distance services and acquiring new cellular
subscribers.

In 1994 expenses of $246 million related to the merg-
er of AT&T and McCaw reduced net income by $187
million, or $0.12 per share. We accounted for the merger
with McCaw as a pooling of interests. Therefore, we
restated AT&T’s financial statements to include McCaw’s
results in all periods before the merger.

Research and development expenditures are mainly
for work on wireless systems technology, advanced
communications services devices, and projects aimed at
international growth. These expenses included $417

million of restructuring and other charges in 1995 and
$22 million of such charges in 1993. Excluding those
charges, research and development expenses were 4.1%
of total revenues in 1995 and 4.1% in 1994 compared
with 4.5% in 1993.

As required by changes in accounting standards, we
adopted new methods of accounting for retiree benefits,
postemployment benefits and income taxes in 1993. We
recorded cumulative effects of accounting changes to
reflect our financial statements at the position they would
have been in if we had always used the new methods. As
a result, we took a $9.6 billion after-tax charge which
caused a reported net loss in 1993. The accounting
changes did not affect cash flows.

Similar to other manufacturers, we use, dispose of
and remove substances regulated under environmental
protection laws. We have been named a potentially
responsible party (PRP) at a number of Superfund sites.
At most of these sites, our share of the costs is limited
and other PRPs are expected to contribute to the cleanup
costs. We regularly review potential cleanup costs and
costs of compliance with environmental laws and regu-
lations. We provide reserves for these potential costs and
routinely review their adequacy. In addition, we forecast
our expenses and capital expenditures for existing and
planned compliance programs as part of our regular cor-
porate planning process. We believe that cleanup costs
and costs related to environmental proceedings and ongo-
ing compliance with present laws will not have a material
effect on our future expenditures, annual consolidated
financial statements or competitive position beyond that
provided for at year-end.

In October 1995 the Financial Accounting Standards
Board (FASB) issued Statement of Financial Accounting
Standards (SFAS) No. 123, “Accounting for Stock-Based
Compensation.” This standard establishes a fair value
method for accounting for stock-based compensation plans
either through recognition or disclosure. Upon adoption,
which is required in 1996, we intend to disclose rather
than record these computations. Adopting this standard
will not affect our reported earnings, financial condition or
cash flows.

In March 1995 the FASB issued SFAS No. 121,
“Accounting for the Impairment of Long-Lived Assets
and Long-Lived Assets to Be Disposed of.”” Although
the standard does not require adoption until fiscal year
1996, we implemented it effective October 1, 1995.
Under this standard, we consider whether we can recov-
er our costs for impaired assets whenever events or
changes in circumstances call that recovery into ques-
tion. The adoption of this standard did not materially
affect our reported earnings, financial condition or cash
flows because this was essentially the same method we
used in the past to measure and record asset impairments.
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Our 1995 restructuring and other charges included recog-
nition of asset impairments.

Other Income Statement items

The majority of other income — net is from transactions,
such as sales of assets, that are individually immaterial. In
1995 it reflects gains from selling the NCR microelectron-
ics unit and several other properties. We also sold proper-
ties and recognized gains in 1994 but these were partially
offset by losses on the shutdown of a subsidiary, EO Inc.,
and on the uninsured portion of a lost satellite. In 1993 we
had a $217 million gain from exchanging our remaining
77% interest in UNIX System Laboratories, Inc. for stock
in Novell, Inc. We subsequently recognized declines in the
value of the Novell stock.

Also included in other income are earnings and losses
from investments, increases in value of corporate-owned
life insurance policies on officers, and minority owners’
interests in the earnings or losses of subsidiaries. Before
we redeemed the preferred stock of a subsidiary in mid-
1994, we recorded the dividends on those shares as a
charge against other income — net.

Interest expense increased slightly in 1995 compared
with 1994 despite higher levels of average debt. This was
due to lower average rates on long-term debt in 1995.
The decline in interest expense in 1994 was mainly due
to refinancing long-term debt at more favorable rates.

The effective income tax rate is the provision for
income taxes as a percentage of income before taxes
and cumulative effects of accounting changes. The
effective tax rate of 85.1% for 1995 was impacted by the
restructuring and other charges recognized. Excluding
business restructuring and other charges, such as merger-
related expenses from all three years, our effective tax
rate was 37.5% in 1995, compared with 37.9% and 38.3%,
in 1994 and 1993, respectively. The decline in 1994 com-
pared with 1993 was mainly due to credits for foreign
tax payments and the deferred tax effects of redeeming
preferred stock. The effective tax rate in 1995 remained
at essentially the same level as 1994 primarily due to
lower state tax rates.

Cash Flows

Operating cash flow increased in both 1995 and 1994,
mainly because of higher income before restructuring
and other charges. About $160 million of the 1995 pretax
charges for business restructuring and other related items
required cash payments during the year. Another $4.4
billion of the pretax charges will also require future cash
payments primarily in 1996 and 1997.

Most of our capital expenditures support telecommu-
nications network services, providing for growth in call-
ing volumes, the introduction of new technology and
enhanced reliability.

Another large part of our investing activities is pur-
chasing finance assets. Our investments in finance assets,
which include credit card receivables, leases and equip-
ment for rentals, fuel the growth in revenues and earn-
ings from AT&T Capital and Universal Card.

The $1.68 billion purchase of PCS licenses in 1995
is intended to permit us to offer broadband PCS in 21
major trading areas. Additionally, in 1995 we completed
the $3.3 billion acquisition of the minority owners’ stake
in LIN, a subsidiary of AT&T Wireless Services.

We will continue to make substantial investments in
our communications services business. Notable plans
include the buildout of PCS sites, preparing to provide
local services in the U.S. and funding a variety of
projects and joint ventures to offer telecommunications
services in other countries.

We intend to conclude an agreement for 49% of a
joint venture with Grupo Alfa to offer services in
Mexico when that country opens to competition in 1997.
We will supply our share of the investment up to $1 bil-
lion over the next four to six years. We also have a 40%
stake in UniWorld, a joint venture with Unisource, that
began operations in January 1996, providing services to
multinational business customers in Europe. The venture
was formed initially with about $200 million in assets,
but may expand, partly because of possible entry into
other markets.

Investing activities at Lucent focus on manufacturing
and research and development. In 1995, we agreed to
purchase part of the public network assets of N.V. Philips’
Communications Systems division for approximately $260
million. This acquisition would give us products and an .
employee base to improve our access to cellular equipment
markets in Europe, South America and Southeast Asia.

Competition in communications and computing is
global and increasingly involves multinational firms and
partners from different nations. We believe commitments
of resources to expand globally are necessary for future
growth. Although we reported operating losses for the past
three years in our units outside of the U.S., we continue to
believe that these operations and markets provide excellent
opportunities for future revenues and earnings.

For all three years, operating cash flows covered capi-
tal expenditures and dividend payments. Operating cash
also helped fund other investing activities such as our
purchases of PCS licenses and the remaining 48% of
LIN in 1995. We expect operating cash will continue
covering capital expenditures and dividends in 1996.

The ratio of total debt to total capital (debt plus equity)
increased to 62.0% at December 31, 1995, compared with
58.3% at December 31, 1994, mainly because of lower
equity caused by the 1995 charges and the increase in debt
associated with acquiring PCS licenses and the remaining
interest in LIN. Most of our debt supports financial ser-



vices and leasing operations. Excluding financial services
and leasing operations and the impact of the restructuring
and other charges taken in 1995, our debt ratio would have
been 44.3% at December 31, 1995, compared with 34.1%
at December 31, 1994.

AT&T has raised all necessary external financing
through issuances of commercial paper and long-term
debt, as well as asset-backed securities and equity. Addi-
tionally, we have unused available lines of credit totaling
approximately $12.4 billion at December 31, 1995. We
expect to be able to arrange any future needed financing
using these same sources, with the timing of issue,
principal amount and form depending on our needs
and the prevailing market and economic conditions.
Under a Master Trust, $3.5 billion of notes backed by
Universal Card receivables were issued in 1995.

In 1995 our debt issuances were primarily to support
our financial services and leasing businesses. Much of
the financing activity in 1993 and 1994 was refinancing,
generally to get lower rates, but sometimes to change
maturities. In each of the past three years, we issued new
shares of common stock in our shareowner and employee
purchase plans. The dilution in earnings per share from
new issuances for these plans was not material.

Our asset and liability management strategy for our
financial services business is to match the average matu-
rities of our borrowings with the average cash flows of
our portfolio assets and to match floating-rate assets
with floating-rate debt and fixed-rate assets with fixed-
rate debt. Cash flow projections are based on assump-
tions about customer prepayments, refinancings and
charge-offs that are derived from our past experience as
well as current customer preferences, competitive mar-
ket conditions, portfolio growth rates and our portfolio
mix. We issue commercial paper and long-term notes
and use interest rate swaps to achieve a matched port-
folio position in our finance assets.

Foreign currency contracts and options are used to
limit risks due to changing currency exchange rates. We
do not speculate on interest rates or foreign currency
rates. Instead, we seek to reduce the possible effects of
fluctuations in these rates. This leads to more stable
earnings in periods when these rates are changing.

The notional amounts of derivative contracts do not
represent direct credit exposure or future cash require-
ments. Credit exposure is determined by the market
value of derivative contracts that are in a gain position
as well as the ability of the counterparties to perform its
payment obligations under the agreements. We control
credit risk of our derivative contracts through credit
approvals, exposure limits and other monitoring proce-
dures. There were no past due amounts related to our
derivative contracts at December 31, 1995, nor have

there been any charge-offs during the three years ended
December 31, 1995.

We sell equity interests in AT&T subsidiaries only
when opportunities or circumstances warrant. We have
no current plans to sell material interests in subsidiaries
beyond those announced and described previously.

Financial Condition, Including Liquidity

Our cash account includes funds to finance the day-
to-day business and funds for pending transactions.

We turned over our inventory 3.1 times in 1995, com-
pared with 3.2 times in 1994. This slight decline reflects
higher levels of shipped but not invoiced inventory due
to terms and conditions of large network contracts.
Accounts receivable turned over an average of 5.7 times
in 1995, compared with 6.0 times in 1994. The decrease
in 1995 relates to lower turnover levels in our computer
business, where revenues have been declining at a greater
rate than the related receivables, as well as the impacts of
some billing takebacks from the local telephone service
carriers for our long distance service business.

The fair value of our pension plan assets is greater
than our projected pension obligations. We record pension
income when our expected return on plan assets plus
amortization of the transition asset (created by our 1986
adoption of the current standard for pension accounting)
is greater than the interest cost on our projected benefit
obligation plus service cost for the year. Consequently,
we continued to have pension income that added to our
prepaid pension costs in 1995.

Higher payroll and benefit related liabilities and other
liabilities are associated with the restructuring and other
charges recorded in 1995. 7

Other aspects of our financial condition that relate
closely to our investing and financing activities — such
as finance receivables, plant, licensing costs and debt —
have been discussed in the section on cash flows.

Strategic Restructuring

As announced in September 1995 and discussed else-
where in this report, AT&T intends to implement a
strategic restructuring to separate AT&T into three inde-
pendent, publicly held, global companies. Our plans are
subject to several conditions, including receipt of a
favorable tax ruling, other required approvals, and the
absence of events or developments that would have a
material adverse impact on AT&T or its shareowners.

We plan an initial public offering of approximately a
15% interest in Lucent in the first half of 1996. By the
end of 1996, AT&T intends, subject to certain condi-
tions, to distribute its remaining interest in Lucent and
its interest in NCR to AT&T’s shareowners.



The following financial information for Lucent and
NCR reflects those entities as if they had been operating
as stand-alone companies in the periods presented. For
example, sales to other entities of AT&T are included in
revenues. Therefore, the sum of the entities’ amounts do
not equal consolidated AT&T’s results of operations or
financial condition.

The “As Adjusted” column for 1995, excludes the
restructuring and other charges recorded in 1995 as
discussed previously.

Showﬁ in percentages of the $82.8 billion total before eliminations

Revenues and profits from transactions between
companies are removed (eliminated) from

the income statement while they are
a part of AT&T. Once the compa-
nies are separate, these revenues
and profits will remain in their
income statements.

AT&T Corp.
% Growth*
1993-1995

" Lucent
9.9% Growth*
1993-1995

B ner

6.0% Growth*
1993-1995

Ul AT&T Capital
7.7% Growth*
1993-1995

*COMPOUNDED ANNUAL GROWTH RATE

2%

Lucent Technologies Inc.

* Lucent includes our businesses that develop, manufac-
ture and service systems and software for telecommuni-
cations applications within the global telecommunications
networking industry. These integrated systems enable net-
work operators and business enterprises to connect,
route, manage and store information between and within
locations. They range in size from large global public
telephone networks to small-business communications
systems and support functions ranging from simple voice-
only applications to complex multifunctional service offer-
ings. Additionally, substantially all of Bell Laboratories is
a part of this company.

The following table provides summary financial infor-
mation for Lucent. It reflects the results of operations of
the businesses transferred to Lucent from AT&T. As a
result, the financial information has been derived from
the financial statements of AT&T using the historical
results of operations and historical basis of assets and lia-
bilities of such businesses. Additionally, it includes certain
assets, liabilities and expenses that were not historically
recorded at the level of, but are primarily associated with,
this business. We believe the assumptions underlying the
financial information to be reasonable. However, the
financial information may not necessarily reflect the
results of operations or financial position of Lucent in the

future, or what the results of operations or financial posi-
tion would have been had Lucent been a separate, stand-
alone entity during the periods presented.

Lucent Technologies inc.

1995

DOLLARS IN MILLIONS 1995 As AbJusTen* 1994 1993
External revenues $19,294  $19,294 $17,628 $15,767
Internal revenues 2,119 2,119 2. 157, 1,967
Total revenues $21,413 $21,413 $19,765 $17,734
Gross margin $ 8,468 $ 9,360 $ 8428 $ 7,646
Operating expenses 2,468 7,559 7,457 6,977
Operating income $(1,000) $ 1,801 $ 971 $ 669
Income before

income taxes $(1,116) § 1,685 $ 854 $ 666
Total assets $19,722 — $17,340 $17,109

*AS ADJUSTED EXCLUDES THE RESTRUCTURING AND OTHER CHARGES RECORDED IN 1995,

The “internal revenues” in this table represent sales to
other units of AT&T and its affiliates. They do not
include any revenues from sales between operating units
of Lucent, which will continue to be eliminated in con-
solidation. Most internal revenues are for network equip-
ment sold to AT&T for the construction and maintenance
of the AT&T Worldwide Intelligent Network, which will
remain at AT&T.

As part of AT&T'’s strategic restructuring, Lucent
underwent a comprehensive review of its operations.
Approximately 23,000 of the total positions to be elimi-
nated come from Lucent. Lucent intends to focus its
investments on its core technologies, primarily through
expanded and targeted research and development efforts.
Consequently, Lucent will exit tangential product lines
and markets, including AT&T Paradyne which manufac-
tures certain data communications equipment and AT&T
Microelectronics Interconnect products business which
manufactures backplanes and printed circuit boards.
Lucent’s reorganization efforts also include plans to close
all of its 338 Phone Center Stores, most of which will be
closed by May 1996. As a result, Lucent recorded restruc-
turing and other charges in 1995 of $2,801 million
($1,847 million after taxes). The pretax charges included
$1,509 million for employee separations and other related
items, $627 million for asset write-downs, $202 million
for closing, selling and consolidating facilities and $463
million for other items.

NCR Corporation

We plan to make NCR a stand-alone business focused
on transaction-intensive computing. The new strategy
centers around more profitable products such as massively
parallel computer processors, automated teller machines
and retail scanning equipment. This direction also enhances
the company’s primary strategy which is to help busi-



nesses use new technology to collect and use information
to enhance customer service. Although NCR is ceasing
the manufacture of personal computers, it will continue to
offer personal computers manufactured by others as part
of its total solutions approach.

The following table provides summary financial infor-
mation for NCR. It reflects the results of operations of the
businesses to be transferred to NCR from AT&T. As a
result, the financial information has been derived from the
financial statements of AT&T using the historical results
of operations and historical basis of assets and liabilities
of such businesses. Additionally, it includes certain assets,
liabilities and expenses that were not historically recorded
at the level of, but are primarily associated with, this busi-
ness. We believe the assumptions underlying the financial
information to be reasonable. However, the financial infor-
mation may not necessarily reflect the results of operations
or financial position of NCR in the future, or what the
results of operations or financial position would have been
had NCR been a separate, stand-alone entity during the
periods presented.

NCR Corporation
1995
DOLLARS IN MILLIONS 1995 As ApJusTeD* 1994 1993
External revenues $ 7,531 $7,531 $7939 $6,879
Internal revenues 631 631 522 386
Total revenues $8,162 $8,162 $3,461 $7,265
Gross margin $ 973 $1,904 3$2,671 $2,524
Operating expenses 3,344 2,624 D3 2,805
Operating loss $(2,371) $ (720) $ (102) $ (281)
Income (loss) before |
income taxes $(2,354) $(703) $ 3 $ (264
Total assets $5181 — $6,006 $5207

*AS ADJUSTED EXCLUDES THE RESTRUCTURING AND OTHER CHARGES RECORDED IN 1995.

The “internal revenues” in this table primarily repre-
sent sales of computer products to other units of AT&T
and its affiliates.

NCR, as a result of continuing operating losses, has
taken decisive action in 1995 to create a smaller, more
focused business, concentrating on the three industries
in which it has a leading position — retailing, financial
and communications.

This resulted in restructuring and other charges in the
third quarter of 1995, of approximately $1.6 billion
before taxes ($1.2 billion after taxes). The pretax
charges reflect $698 million for employee separations
and other related costs, $564 million for asset write-
downs, $196 million for closing, selling and consolidat-
ing facilities and $191 million for other items.

Ongoing AT&T

* The ongoing business of AT&T will include commu-
nications services, wireless services, AT&T Solutions
consulting services and our Universal Card business.
Building on the skills from Bell Laboratories, we will
also create an AT&T Laboratories unit that will continue
research and development for the ongoing AT&T.

The following table provides summary financial

information for the operations of AT&T that will remain
with AT&T.

AT&T without Lucent, NCR and AT&T Capital

1995

DOLLARS IN MILLIONS 1995 As ApJUSTED* 1994 1993
Total revenues $51,374 $51,374 $48315 $45,556
Gross margin $21,305 $22,395 $20,052 $17,973
Operating expenses 15,927 13,877 12421 11,259
Operating income $ 5,378 $ 8,518 $ 7,631 § 6,714
Income before

income taxes $ 5,168 $ 8308 $ 7,280 $ 6,398
Total assets $55,603 — $49,167 $42,724

*AS ADJUSTED EXCLUDES THE RESTRUCTURING AND OTHER CHARGES RECORDED IN 1995.

The main differences between the information above
and the consolidated AT&T results are the exclusion of
Lucent, NCR and AT&T'’s interest in AT&T Capital.

The businesses that are part of the ongoing AT&T
recorded restructuring and other charges of $3,140 mil-
lion ($2,104 after taxes) in 1995 related to AT&T’s
plans to separate into three companies. The pretax charges
cover consolidating and reorganizing numerous corpo-
rate and business unit operations during the next two
years including force reductions of 17,000 positions as
well as the write-down in value of some unnecessary
network facilities, of nonstrategic wireless assets and
some investments. The pretax charges cover $956 million
for employee separations and other related items, $1,342
million for asset write-downs, $497 million for closing,
selling and consolidating facilities and $345 million for
other items. In connection with the plan to separate into
three companies, AT&T, Lucent and NCR have entered
into various agreements. These agreements generally pro-
vide for the separation and distribution of the operating
assets and liabilities, and pension plan assets and liabili-
ties, as well as tax sharing and allocation. Additionally,
various interim services agreements provide for certain
data processing services, telecommunications services
and certain support services on specified terms.

In accordance with SEC rules and regulations, as uncertainties
surrounding our plan to separate are cleared, we will provide more
financial information. If you are interested in directly receiving this
information as it is made public, it will be available by calling AT&T
Shareowner Services toll-free at 1 800 348-8288.




Report of Management

# Management is responsible for the preparation,
integrity and objectivity of the financial statements and
all other financial information included in this report.
Management is also responsible for maintaining a sys-
tem of internal controls as a fundamental requirement
for the operational and financial integrity of results.

The financial statements which reflect the consolidat-
ed accounts of AT&T and subsidiaries and other finan-
cial information shown, were prepared in conformity
with generally accepted accounting principles. Estimates
included in the financial statements were based on
judgments of qualified personnel.

To maintain its system of internal controls, manage-
ment carefully selects key personnel and establishes the
organizational structure to provide an appropriate divi-
sion of responsibility. We believe it is essential to con-
duct business affairs in accordance with the highest ethi-
cal standards as set forth in the AT&T Code of Conduct.
These guidelines and other informational programs are
designed and used to ensure that policies, standards and
managerial authorities are understood throughout the
organization. Our internal auditors monitor compliance
with the system of internal controls by means of an
annual plan of internal audits. On an ongoing basis, the
system of internal controls is reviewed, evaluated and
revised as necessary in light of the results of constant
management oversight, internal and independent audits,
changes in AT&T’s business and other conditions.

Management believes that the system of internal con-
trols, taken as a whole, provides reasonable assurance
that (1) financial records are adequate and can be relied
upon to permit the preparation of financial statements in
conformity with generally accepted accounting princi-
ples, and (2) access to assets occurs only in accordance
with management’s authorizations.

The Audit Committee of the Board of Directors,
which is composed of directors who are not employees,
meets periodically with management, the internal audi-
tors and the independent auditors to review the manner
in which these groups of individuals are performing
their responsibilities and to carry out the Audit
Committee’s oversight role with respect to auditing,
internal controls and financial reporting matters.
Periodically, both the internal auditors and the indepen-
dent auditors meet privately with the Audit Committee.
These auditors also have access to the Audit Committee
and its individual members at any time.

The financial statements in this annual report have
been audited by Coopers & Lybrand L.L.P., Independent
Auditors. Their audits were conducted in accordance

with generally accepted auditing standards and include
consideration of the internal control structure and selec-
tive tests of transactions. Their report follows.

ﬁf%é K% Ga_

Richard W. Miller Robert E. Allen
Executive Vice President, Chairman of the Board,
Chief Financial Officer Chief Executive Officer

Report of Independent Auditors

# To the Shareowners of AT&T Corp.:

We have audited the consolidated balance sheets of
AT&T Corp. and subsidiaries (AT&T) at December 31,
1995 and 1994, and the related consolidated statements
of income, changes in shareowners’ equity, and cash
flows for the years ended December 31, 1995, 1994 and
1993. These financial statements are the responsibility of
AT&T’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally
accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are
free of material misstatement. An audit includes exam-
ining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and
significant estimates made by management, as well as
evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to
above present fairly, in all material respects, the consoli-
dated financial position of AT&T at December 31, 1995
and 1994, and the consolidated results of their operations,
changes in their shareowners’ equity and their cash flows
for the years ended December 31, 1995, 1994 and 1993, in
conformity with generally accepted accounting principles.

As discussed in Note 3 to the financial statements,
in 1993 AT&T changed its methods of accounting for
postretirement benefits, postemployment benefits and
income taxes.

C-WQ‘LW 19 5

Coopers & Lybrand L.L.P
1301 Avenue of the Americas
New York, New York

January 25, 1996




CONSOLIDATED STATEMENTS

OF INCOME

AT&T Corp. and Subsidiaries, Years Ended December 31

DOLLARS IN MILLIONS (EXCEPT PER SHARE AMOUNTS) 1995 1994 1993
Sales and Revenues
Telecommunications services $42,277 $44,600 $42,779
Products and systems 22,412 21,161 17,925
Rentals and other services 6,189 6,216 6,143
Financial services and leasing 3,731 3117 2,504
Total revenues 79,609 75,094 69,351
Costs
Telecommunications services

Access and other interconnection costs 17,618 1575797 197,772

Other costs 9,123 7,873 7987
Total telecommunications services 26,741 25,670 25,709
Products and systems 16,045 18273 10,966
Rentals and other services 4,098 3,287 3,319
Financial services and leasing 2,646 2152 1,711
Totai costs 49,530 44,382 41,705
Gross margin 30,079 30,712 27,646
Operating Expenses
Selling, general and administrative expenses 25,146 19,653 18,037
Research and development expenses 3,718 3,110 3,111
Total operating expenses 28,864 22,763 21,148
Operating income 1,215 7,949 " 6,498
Other income — net 458 293 546
Loss on sale of stock by subsidiary -_— — 9
Interest expense 738 724 1,032
Income before income taxes and cumulative effects

of accounting changes 235 7,513 6,003
Provision for income taxes 796 2,808 2,301
Income before cumulative effects of accounting changes 139 4,710 3,702
Cumulative effects on prior years of changes in accounting for:

Postretirement benefits (net of income tax benefit of $4,294) — — (7,023)

Postemployment benefits (net of income tax benefit of $681) o — (1,128)

Income taxes _— — (1,457)
Cumulative effects of accounting changes — — (9,608)
Net Income (Loss) $ 139 $ 4710 $ (5,906)
Weighted average common shares outstanding (millions) 1,592 1,564 1,547
Per Common Share:
Income before cumulative effects of accounting changes $§ 0.09 $ 3.01 5 239
Cumulative effects of accounting changes e — (6.21)
Net Income (Loss) $ 0.09 $ 3.01 $ (3.82)
THE NOTES ON PAGES 38 THROUGH 50 ARE AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS.
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CONSOLIDATED STATEMENTS OF

CHANGES IN SHAREOWNERS' EQUITY

AT&T Corp. and Subsidiaries, Years Ended December 31

DOLLARS IN MILLIONS 1995 1994 1993
Common shares
Balance at beginning of year $ 1,569 $ 1,547 $ 1,526
Shares issued:
Under employee plans 13 11 6
Under shareowner plans 13 8 8
Other 1 3 i
Balance at end of year 1,596 1,569 1,547
Additional paid-in capital
Balance at beginning of year 15,825 14,324 13,485
Shares issued:
Under employee plans 602 538 183
Under shareowner plans 687 424 450
Other 21 133 208
Shares repurchased (4) 2 4)
Preferred stock redemption —_ 408 —
Dividends declared (527) P e
Other changes e — )
Balance at end of year 16,614 15.825 14,324
Guaranteed ESOP obligation
Balance at beginning of year (305) (355) (407)
Amortization 51 50 52
Balance at end of year (254) (305) (355)
Foreign currency translation adjustments
Balance at beginning of year 145 (32) 65
Translation adjustments (140) 177 97)
Balance at end of year 5 145 (32)
Retained earnings (deficit)
Balance at beginning of year 687 (2,110) 5,644
Net income 139 4,710 (5.906)
Dividends paid (1,570) (1,940) (1,780)
Other changes 57 27 (68)
Balance at end of year 687) 687 (2,110)
Total Shareowners’ Equity $17,274 $17,921 $13,374

THE NOTES ON PAGES 38 THROUGH 50 ARE AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS.

In March 1990 we issued 13.4 million new shares of common stock in connection with the establishment of an
ESOP feature for the nonmanagement savings plan. The shares are being allocated to plan participants over ten
years commencing in July 1990 as contributions are made to the plan.

We have 100 million authorized shares of preferred stock at $1 par value. No preferred stock is currently issued
or outstanding.
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ZONSOLIDATED STATEMENTS

OF CASH FLOWS

AT&T Corp. and Subsidiaries, Years Ended December 31

DOLLARS IN MILLIONS 1995 1994 1993
Operating Activities
Net income (loss) $ 139 $ 4,710 $(5,906) |
Adjustments to reconcile net income (loss) to net
cash provided by operating activities:
Restructuring and other charges 7,685 = 498
Cumulative effects of accounting changes — — 9,608
Depreciation and amortization 4,845 4,633 4,702
Provision for uncollectibles 2,378 1,929 1,665
Increase in accounts receivable (3,386) (2,673) @ 21
Increase in inventories i1,206) (394) (594)
Increase (decrease) in accounts payable 1,043 112 (295)
Net decrease (increase) in other
operating assets and liabilities 366 (793) (1,579)
Other adjustments for noncash items — net (2,174) 509 1,505
Net cash provided by operating activities 92,690 9,046 7598
Investing Activities
Capital expenditures, net of proceeds from sale or disposal of
property, plant and equipment of $414, $354 and $198 (5,997) (4,572) (4,142)
Increase in finance assets, net of lease-related repayments
of $3,960, $3,760 and $3,703 (3,785) ©.3135) (4,222)
Cash proceeds from securitizations of
finance receivables 3,747 303 586
Additions to licensing costs (1,978) (293) (89)
Net increase in investments (228) (165) (453)
(Acquisitions) dispositions, net of cash acquired (3,355) 144 (228)
Other investing activities — net (357) o5 (86)
Net cash used in investing activities (11,953) (9,845) (8.634)
Financing Activities
Proceeds from long-term debt issuances 5,504 6,134 4,386
Retirements of long-term debt (4,519) (5,637) (5,879)
Issuance of common shares 1,214 7 1.053
Dividends paid {2,088) (1,870) (1,774)
Increase in short-term borrowings — net 1,760 1,746 2,586
Other financing activities — net 87 (32) 25
Net cash provided by financing activities 1,958 1,314 397
Effect of exchange rate changes on cash 5 22 3
Net increase (decrease) in cash and temporary cash investments (300) 537 (841)
Cash and temporary cash investments at beginning of year 1,208 671 10512
Cash and temporary cash investments at end of year $ 208 $ 1,208 $ 671
THE NOTES ON PAGES 38 THROUGH 50 ARE AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS.
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NOTES TO CONSOLIDATED

FINANCIAL STATEMENTS

AT&T Corp. and Subsidiaries (AT&T)
(Dollars in Millions, except per share amounts)

1. Summary of Significant
Accounting Policies

Consolidation

I The consolidated financial statements include all
majority-owned subsidiaries. Investments in which we
exercise significant influence but which we do not con-
trol (generally a 20% — 50% ownership interest) are
accounted for under the equity method of accounting.
Generally, investments in which we have a less than
20% ownership interest are accounted for under the cost
method of accounting. The fiscal year of most AT&T
operations ends December 31.

Currency Translation

I For operations outside of the U.S. that prepare finan-
cial statements in currencies other than the U.S. dollar,
we translate income statement amounts at average
exchange rates for the year, and we translate assets and
liabilities at year-end exchange rates. We present these
translation adjustments as a separate component of
shareowners’ equity.

Revenue Recognition

REVENUE FROM BASIS OF RECOGNITION

Telecommunications Services ~ Minutes of traffic processed
and contracted fees

Products and Systems Percentage-of-completion
method for most long-term
contracts; upon performance
of contractual obligations

for others

Rentals and Other Services Proportionately over contract
periods or as services are

performed

Over the life of the finance
receivables using the interest
method, or straight-line over
life of operating leases

Financial Services and
Leasing

Software Production Costs

% Until technological feasibility is established, we
expense the costs of developing computer software that
we plan to sell, lease or otherwise market, as incurred.
After that time, we capitalize the remaining software
production costs and amortize them to costs over the
estimated period of sales and revenues.

Advertising Costs

I We expense costs of advertising as incurred. Advertis-
ing expense was $2,265, $2,219 and $1,665 in 1995,
1994 and 1993, respectively.

Investment Tax Credits

¥ We amortize investment tax credits as a reduction to
the provision for income taxes over the useful lives of
the property that produced the credits.

Earnings Per Share

¥ We use the weighted average number of shares of
common stock and common stock equivalents out-
standing during each period to compute earnings per
common share. Common stock equivalents are stock
options that we assume to be exercised for the purposes
of this computation.

Temporary Cash Investments

% We consider all highly liquid investments with origi-
nal maturities of generally three months or less to be
temporary cash investments.

Inventories

M We state inventories at the lower of cost or market
(i.e., net realizable value or replacement cost). Cost
includes material, labor and manufacturing overhead.
We determine cost principally on a first-in, first-out
(FIFO) basis.

Property, Plant and Equipment

I We state property, plant and equipment at cost and de-
termine depreciation using either the group or unit
method. The unit method is used primarily for labora-
tory equipment, large computer systems, and certain
international earth stations and submarine cables. When
we sell assets that were depreciated using the unit meth-
od, we include the gains or losses in operating results.
The group method is used for most other depreciable as-
sets. When we sell or retire plant that was depreciated us-
ing the group method, we deduct the original cost from
the plant account and from accumulated depreciation.
We use accelerated depreciation methods for factory
facilities and digital equipment used in the telecommu-
nications network, except switching equipment placed
in service before 1989 and certain high technology
computer processing equipment. All other plant and
equipment is depreciated on a straight-line basis.

38



Licensing Costs

M Licensing costs are costs incurred to develop or
acquire cellular, personal communication services (PCS)
and messaging licenses. Generally, amortization begins
with the commencement of service to customers and is
computed using the straight-line method over a period
of 40 years.

Goodwill

™ Goodwill is the excess of the purchase price over the
fair value of net assets acquired in business combina-
tions treated as purchases. We amortize goodwill on a
straight-line basis over the periods benefited, principally
in the range of 10 to 40 years. Goodwill is reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
If the sum of the expected future cash flows is less than
the carrying amount of the asset, a loss is recognized.

Derivative Financial Instruments

® We use various financial instruments, including deriv-
ative financial instruments, for purposes other than
trading. We do not use derivative financial instruments
for speculative purposes. Derivatives, used as part of our
risk management strategy, must be designated at incep-
tion as a hedge and measured for effectiveness both at
inception and on an ongoing basis. Gains and losses that
do not qualify as hedges are recognized in other income
or expense.

Use of Estimates

# The preparation of financial statements in conformity
with generally accepted accounting principles requires
management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of
the financial statements and revenues and expenses during
the period reported. Actual results could differ from those
estimates. Estimates are used when accounting for long-
term contracts, allowance for doubtful accounts, inventory
obsolescence, product warranty reserves, depreciation
and amortization, employee benefit plans, taxes, restruc-
turing reserves and contingencies.

Reclassifications

B We reclassified certain amounts for previous years to
conform with the 1995 presentation.

2. Restructuring of AT&T

B On September 20, 1995, we announced a plan to sepa-
rate AT&T into three independent, publicly held, global
companies that will each focus on serving certain core
businesses: communications services (AT&T), communi-
cations systems and technology (Lucent Technologies
Inc.) and transaction-intensive computing (NCR Corpo-

ration). We are planning an initial public offering of
approximately 15% of Lucent Technologies Inc. (Lucent)
common stock in the first half of 1996 with our remaining
interest in Lucent and NCR Corporation (NCR) being
spun off to AT&T shareowners by the end of 1996. The
plan also includes our intention to pursue the sale of our
remaining interest in AT&T Capital Corporation (AT&T
Capital) in 1996. Our plan is subject to several conditions,
including receipt of a favorable tax ruling and other
approvals, and the absence of events or developments
that would have a material adverse impact on AT&T or
its shareowners. In connection with the plan AT&T,
Lucent and NCR have entered into various agreements.
These agreements generally provide for the separation
and distribution of the operating assets and liabilities
and pension plan assets and liabilities, as well as tax
sharing and allocation. Additionally, various interim
service agreements provide for certain data processing
services, telecommunication services and certain sup-
port services on specified terms.

3. Changes in Accounting Principles

Impairment of Long-Lived Assets

Effective October 1, 1995, we adopted Statement of
Financial Accounting Standards (SFAS) No. 121,
“Accounting for Impairment of Long-Lived Assets and
for Long-Lived Assets to Be Disposed of.” This stand-
ard requires that long-lived assets and certain identifi-
able intangibles held and used by an entity be reviewed
for impairment whenever events or changes in circum-
stances indicate that the carrying amount of an asset may
not be recoverable. The adoption of this standard did not
materially affect our reported earnings, financial condi-
tion or cash flows because this was essentially the same
method we used in the past to measure and record asset
impairments. Our 1995 restructuring and other charges
included recognition of asset impairments.

Postretirement Benefits

We adopted SFAS No. 106, “Employers’ Accounting
for Postretirement Benefits Other Than Pensions,”
effective January 1, 1993. This standard requires us to
accrue estimated future retiree benefits during the years
employees are working and accumulating these benefits.
Previously, we expensed health care benefits as claims
were incurred and life insurance benefits as plans
were funded.

In 1993, we recorded a one-time pretax charge for the
unfunded portions of these liabilities of $11,317 ($7,023,
or $4.54 per share, after taxes). Apart from these cumu-
lative effects on prior years of the accounting change,
this change in accounting had no material effect on net
income and it does not affect cash flows.



1995 1994 1993

Other income - net
Interest income $101 $ 2 $141
Royalties and dividends 74 30 59
Minority interests in

earnings of subsidiaries (73) (64) 9)
Miscellaneous — net 356 2355 355
Total other income — net $458 $293 $546

In June 1993, we sold our remaining 77% interest in
UNIX System Laboratories, Inc. to Novell, Inc. (Novell)
in exchange for approximately 3% of Novell’s common
stock. Our gain on the sale was $217. Between 1995 and
1994 we subsequently recognized a cumulative decline
of $107 in the value of the stock of Novell.

1995 1994 1993

Deducted from interest expense
Capitalized interest $121 $47 7
Supplementary Balance Sheet Information
AT DECEMBER 31 1995 1994
Inventories
Completed goods $ 2293 § 2022
Work in process and raw materials 1,781 1,611
Total inventories $ 4074 $ 3,633
Property, plant and equipment
Land and improvements $ 7272 3 61
Buildings and improvements 9,562 9.240
Machinery, electronic and

other equipment 38,729 34,797
Total property, plant and equipment 49,063 44,798
Accumulated depreciation (26,799) (23,519)
Property, plant and equipment — net $22,264 $21,279
Investments
Accounted for by the equity method $ 3329 §$ 2314
Stated at cost or fair value 556 394
Total investments $ 3,885 $ 2,708
Other assets
Unamortized software production costs $ 489 § 483
Unamortized goodwill 1,735 1,007
Deferred charges 378 746
Other 1,627 1757
Total other assets $ 4,229 $ 3993
Supplementary Cash Flow Information

1995 1994 1993

Interest payments net of

amounts capitalized $1,691 $1,445 $1,728
Income tax payments 1,893 2,047 1753

The following table displays the noncash items exclud-
ed from the consolidated statements of cash flows:

1995 1994 1993

Machinery and equipment

acquired under capital

lease obligations $ 41 $ 3 $ 15
Exchange of stock
Net assets $ — $ D $ (43)
Investments — - — 260
Licenses 32 134 96
Total $ 32 $136 4 il
Acquisition/Disposition activities
Net receivables $ (406) $ 24 5 ()
Inventories 72 (10) (A1)
Property, plant and equipment (106) 3 (132)
Licensing costs (1,960) (79) 5
Accounts payable 1 (8) 7!
Short-term and long-term debt (450) 47 3
Other operating assets and

liabilities — net (866) 167 (©ih)
Net noncash items consolidated (3,355) 144 (228)
Net cash (used for) received

from acquisitions/dispositions $(3,355) $144 $(228)

8. Business Restructuring and
Other Charges

In the fourth quarter of 19935, we recorded a pretax
charge of $6,248 to cover restructuring costs of $5,336
and asset impairments and other charges of $912. Our
fourth quarter charges include plans to restructure our
consumer products business to implement major process
improvements in how it designs, manufactures and dis-
tributes those products; consolidating and reorganizing
numerous corporate and business unit operations during
the next two years; and selling the AT&T Microelec-
tronics Interconnect business and AT&T Paradyne.
Accordingly, the fourth quarter restructure charge of
$5,336 included the separation costs for nearly 40,000
employees, of which about 24,000 were management
and 16,000 were occupational. As of December 31,
1995, approximately 7,400 management employees have
accepted a voluntary severance package and will leave
in early 1996. We expect 70% of all separations to be
completed by the end of 1996 with the majority of the
remaining separations being completed during 1997. The
force reductions include about 10,000 corporate-wide
staff jobs in functions such as information systems,
human resources, financial operations, legal and public
relations. The remaining separations will occur within
the operating units of the ongoing AT&T and Lucent.
The restructuring charge also included costs associated
with early termination of building leases and asset
write-downs as part of our plan to sell certain businesses
and to restructure our operations.



In the third quarter of 1995, we approved the restruc-
turing plans of NCR and recorded a pretax charge total-
ing $1,597 to cover restructuring costs of $1,547 and
other charges of $50. NCR’s plans include discontinuing
the manufacture of personal computers, consolidating
facilities globally, reducing industry markets served, as
well as separating about 7,200 employees, including
3,200 in foreign locations. We expect to complete all
NCR’s restructuring plans by the end of 1996. As of
December 31, 1995, about 4,900 employees have left
NCR and the remainder will leave in 1996.

In 1993 we recorded a $498 pretax provision for busi-
ness restructuring. Of the total provision, $227 was
related to costs at NCR and $215 was for restructuring
customer support functions for telecommunications
services. The remainder of the provision consisted of
$23 related to closing plants and $33 related to opera-
tions that service the U.S. federal government. The total
1993 provision of $498 was recorded as $13 in costs of
products and systems, $90 in costs of other services,
$373 in selling, general and administrative expenses and
$22 in research and development expenses.

The following table displays a rollforward of the
liabilities for business restructuring from December 31,
1993 to December 31, 1995:

DEc. 31, DEec. 31,

1993 1994 1994

TyPE OF CoST BALANCE  ADDITIONS OTHER  PAYMENTS BALANCE
Employee

separations $ 356 $5 $§ 62 5065 $ 44

Facility closings 788 21 4 ({172) 641

Other 296 8 (67) (28) 209

Total $1,440 $34  $(115) $(465) $894

DrQ 31 DEc. 31,

1994 1995 1995

TyPE OF CoST BALANCE  ADDITIONS  OTHER PAYMENTS BALANCE
Employee

separations $ 44 $2,712 $(22) $(165) $2,569

Facility closings 641 895 (51) (227) 1,258

Other 209 837 (10) (86) 950

Total $894 $4,444 $(83) $(478) $4,777

OTHER REPRESENTS REVERSALS OF BUSINESS RESTRUCTURING RESERVES NO
LONGER REQUIRED.

The December 31, 1993 business restructuring balance
included reserves primarily for real estate, NCR and
reengineering operator services. As of December 31, 1995,
$469 of the $1,440 December 31, 1993 balance remained.
This balance is related to excess space at some locations
and is expected to be fully utilized over the remaining
terms of the leases.

We believe that the liabilities for business restruc-
turing of $4,777 at December 31, 1995 are adequate
to complete our plans.

In 1995 in addition to recording restructuring liabilities
of $4,444, asset impairments of $1,734 (which were credited
directly to the related asset balances) and $705 of benefit
plan losses were included in the total restructure costs of
$6,883. Benefit plan losses relate to our pension and other
employee benefit plans and primarily represent losses in
the current year for actuarial changes that otherwise might
have been amortized over future periods.

The fourth quarter charge also included $799 for
writing down certain impaired assets, including the
write-down in the value of some unnecessary network
facilities, the write-down of nonstrategic wireless assets
and the reduction in value of some investments. There
were no assets to be disposed of or sold included in
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