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LETTER OF TRANSMITTAL

Feperar Communicarions Conmission,
Washington 25, D, C.

To the Congress of the United States:

The twenty-first annual report of the Federal Communications Com-
mission is herewith submitted pursuant to section 4 (k) of the Com-
munications Act of 1934, as amended.

In compliance with the 1852 amendments, it endeavors to point up
the Commission’s problems in dealing with the development of new
radio services, expansion of or difficulties experienced by existing serv-
ices, and regulation of telegraph and telephone carriers which now
make extensive supplemental use of microwave and coaxial cable
facilities.

For convenience and timeliness, this report includes notations of
subsequent developments since the close of the fiscal year ending June
30, 1955, up to the time of going to press.

Required biographical data concerning persons taken into the Com-
mission’s employ during the fiscal year, together with the names of
those who have left it, are being transmitted as a nonprinted supple-
ment to this report,

Respectfnlly,
Georce C. McConnaveney, Chairman.
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Introductory Summary

NEW PEAKS

The accelerated pace maintained by radio communication is reflected
in the fact that the Federal Communications Commission now has
more than 1,400,000 authorizations in this field, which is an increase
of 200,000 since last year. They represent about 60 different kinds of
land, sea, and air radio services, as well as the operators who man the
800,000 transmitters involved.

To serve the public, business, industry, and individuals are authori-
zations in these general groups:

Marine—More than 50,000 stations and 51,000 transmitters,

Awiation.—Nearly 44,000 stations and 42,000 transmitters,

Industriol—Nearly 25,000 stations and over 180,000 trans-
mitters,

Land transportation—More than 20,000 stations and nearly
161,000 transmitters,

Public safety—Over 18,000 stations and 201,000 transmitters,

Amatewr—Nearly 140,000 stations and over 127,000 trans-
mitters,

Broadeast—Nearly 6,300 stations and their auxiliaries,

Common carrier—Nearly 2,000 stations, and

Miscellaneous—Over 3,000 stations,

To operate the transmitters of these stations, more than 1,100,000
radio operator licenses and permits of different grades are outstand-
ing—over 986,000 commercial and 136,000 amateur.

People talk more over the telephone than ever before. Nearly 200
million calls are handled daily by 54 million telephones. Six million
miles of telephone cireuit is in microwave. Telephone facilities also
relay radio and TV programs. Mobile radiotelephone systems exceed
600. There is radiotelephone connection with a hundred overseas and
foreign points, over which more than a million messages go in a year.
The first long-distance submarine telephone cables are being laid be-
tween North America and Europe, and to connect the United States
with Alaska, Another one will link Hawaii. In substance, the tele-
phone industry has tripled in size since 1940. TIts gross investment
is $16 billion and its annual revenues exceed $5 billion.

1



2 REPORT OF THE FEDERAL COMMUNICATIONS COMMISSION

The only domestic telegraph carrier (Western Union) reported a
new high of $209 million in landline revenue. Speed in handling tele-
grams has improved through mechanization and direct connections.
Business customers are using 20,000 “deskfax” and 23,000 teleprinter
tielines. International telegraph catriers serving this country carried
more than 520 million words and their revenues climbed to $63 million.
Western Union announced plans to sell its cable system in compliance
with the terms of its merger with Postal Telegraph.

Whether by radio or wire or cable, communication systems are de-
pending upon automatic devices to an increasing degree. This is
particularly evineed in the “automation” of the telephone and tele-
graph industries, and in the “push-button” operation of transmitters
and other radio apparatus. In fact, as far as the radio industry is
concerned, “radiomation” might be a more expressive word,

HIGHLIGHTS
National Defense

The Commission continued to collaborate on various defense proj-
ects which cannot be reported because of the security classifications
given them by their originating Federal agencies.

Its unclassified activities included extension of the CONELRAD
(control of electromagnetic radiation) program to additional services
in the national endeavor to prevent radio transmissions from being
used as possible gnides by an attacking enemy. About 1,300 AM
broadcast stations are cooperating.

At the request of the Office of Defense Mobilization, the Commis-
sion set up a priority system for telephone and telegraph communi-
cation in event of a national emergency.

Oral argument was heard on a proposal to deny amateur or com-
mercial radio operator licenses to any member of a communist group.
The Commission set up a line of succession for its officials to act for
it during war or other emergency. Other defense activities are re-
lated in sections of this report dealing with individual services,

_Frequency Allocation

Domestic implementation of the (Feneva Agreement was completed
as far as Commission licensees in the aeronautical, mobile, amateur,
fixed, and maritime mobile services are concerned. In the high fre-
quency broadcast service, all stations licensed by the Conmumission are
now within the internationally agreed broadcast bands.

In bringing into foree the Atlantic City table of frequency alloca-
‘tions within the United States, the rules governing radio operation in
Alaska were revised,

The Commission’s table of frequency allocations was amended to
permit testing a new technique called ‘“‘troposplere scatter” which
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permits over-the-horizon communication on frequencies normally con-
sidered limited to line-of-sight transmission. An experimental au-
thorization permits such telephone transmission from Florida to Cuba.

The Commission was represented at or otherwise participabed in 10
international meetings during the year, and was prepanng for 28
projected meetings.

Common Carriers

Telephone—With over 54 million telephones in operation at the
end of fiscal 1955, the telephone industry is expanding at, the rate of
2 million telephones a year. Now three times the size it was at the
end of 1940, that industry has a gross investment of $16 billion and
produces annual revenues of over $5 billion. The Bell System does
about five-sixths of the business.

The entire industry handled 186 million local calls and 6.8 million
long distance calls a day compared to 179 and 6.6 million respectively
the year before. .

The Commission made 126 wire line and 381 microwave radio grants
for construction of long distance telephone circuits during fiscal 1955,
The Bell System now operates 6.2 million miles of toll circuits over
microwave paths. It also furnishes 67,000 miles of broad-band chan-
nels, mostly radio, to provide network service to 363 TV stations in
200 cities, Over 600 mobile radiotelephone systems are in service.

The Bell System made two changes in its rates for TV program
relay which were designed to benefit using stations. On October I,
1954, a package rate was established for video and audio channels for
TV transmission on a monthly contract basis with a minimum daily
service period of eight hours. Previously these chahnels were offered
only in separate tariffs, with the charges for video channels being on
an eight-hour daily basis and the audio channels on a 16-hour daily
basis. A simpler TV transmission service also was made available at
a lower rate for broadcasters who do not desire the higher quality serv-
ice furnished under the regular tariff. The new service consists
of off-the-air pick up of programs of one broadeast station and trans-
mitting them to another station for rebroadcasting. By eliminating
network interconnections and monitoring, the new service is pro-
vided at a lower rate.

Telegraph.—Western Union, the single domestic telegraph carrier,
reported an alltime high of $209 million in landline revenue for calen-
dar 1954. It handled fewer domestic telegrams—152 million com-
pared to 162 million the previous year—but this was more than offset
by revenues from the growth of private line telegraph service and by
increases in rates.

Effective July 15 and August 1, 1954, Western Union increased
rates for domestic message services which it estimuted would add
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revenues of $10 million a year for combined interstate and intrastate
traffic. Later in 1954 rates to Canada were increased by $316,000 2
year and rates for domestic press messages by $150,000 a year. It
was after study of the company’s revenue requirements and opera-
tiong that the Commission permitted these increases to go into effect.

The speed of handling telegrams improved due largely to the exten-
sive mechanization of the telegraph system and direct connections with
customers. The carrier now has 20,000 “deskfax” and 23,000 tele-
printer tielines in business use.

International —International telegraph and telephone carriers reg-
ulated by the Commission furnish service between this country and
-nearly every point on the globe. Telegmph carrriers reported substan-
tial improvement in revenues and earnings. The volume of message
traffic amounted to 521 million paid words in calendar 1954, an increase
of 2.1 percent over the previous year. Total revenues climbed to $63
million, or 6.8 percent more than 1953. Tiarnings before deducting
Federal income taxes advanced to $9 million, a 40.7-percent increase.

International radiotelephony also reached a mew high, with 1.1
million ealls between the United States and outside points in calendar
1954, Work was started on twin submarine cables across the North
Atlantic and between this country and Alaska. There will be similar
linkage with Hawaii. These will be the first long-distance submarine
cables for telephone service.

On June 22, 1955, the Commission reaflirmed a grant of applications
by Mackay Radio and Telegraph Company to establish radiotelegraph
circuits to The Netherlands and Portugal in competition with existing
cireuits operated by RCA Communications, Ine. This proceeding had
been remanded to the Commission by the Supreme Court for further
consideration.

The Comimission, on December 20, 1954, issued an initial decision
propesing to direct Western Union to divest itself of its international
cable system promptly. Subsequently, the company announced that
it was negotiating to sell these facilities.

Safety and Special Radio Services

The Safety and Special Radio Services is the largest and fastest-
growing group of radio users. Its total authorizations, for the first
time, topped the 300,000 mark. The nearly 50 different classes of radio
stations employ almost 770,000 fixed and mobile transmitters.

They provide communication between ships and ship-to-shore; air-
craft-to-ground; by police, fire and highway departments; disaster
crganizations; public utilities; petroleum production and distribu-
tion; many types of industry; in railroad, bus, truck, and taxicab
nperations; and by amateurs and other individuals.
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The most extensive growth of radio has been in the fields of
industry and commerce. Itsuse ranges from small portable equipment
for directing warehouse crews or steam-shovel operators to complex
radio facilities to control big pipeline operations.

Action was taken to establish a permanent licensing policy for
private microwave systems.

Broadcast Services

Broadcast authorizations collectively, for the first time, passed the
6,000 mark, Of these, more than 4,000 were for program outlets and
the remainder comprised pickups and other adjuncts.

Of general broadeast interest during the year was action by the
United States Court of Appeals for the District of Columbia in hold-
ing that the Commisston’s multiple ownership rules were invalid to
the extent that they impose maximum limits on interests in broadcast
stations, which the Commission has appealed to the Supreme Court;
appropriation of $80,000 by Congress to enable the Commission to
initiate a study of radio and TV network broadecasting in fiscal 1956;
adjournment of Congress without taking action on legislation pro-
posed by the Commission for relief from a 1952 amendment to the
Communications Act which has been interpreted by the courts to stay
new station grants pending hearing on protest by any “party-in-
interest”; and further steps to simplify and speed up the hearing pro-
cedure on competitive applications.

TV.—Of 582 authorized commercial TV stations, 458 were on the
air. Over 90 percent of the people of the country were within service
range of at least one TV station, and about 75 percent were served by
2 or more stations.

The Commission is taking various steps to assist UHF stations to
operate on a comparable basis with VHF stations and to help TV in
general. These include authorization of “satellite” stations, low power
operation, liberalization of the multiple ownership rules to permit
joint operation of seven TV stations by the same interest if at least
two of the stations are UIIF, and amending its chain broadeasting
rules to remove a restraint on station competition for the same TV
network programs; also, proposals to authorize UHF “booster” opera-
tion to fill holes in service areas, to permit an increase in maximum
power of UHF stations from 1 to 5 megawatts, to allow broadcasters
to establish their own intercity relay systems, and to require frans-
mitters to be located within 5 miles of the station’s “home” city. It
is not considering petitions for local deintermixture of UHF and VHF
channels pending a general rule-making proceeding to consider pos-
sible solutions, on a nationwide basis, to the difficulties now hindering
expansion of TV service.

359964—55 2
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Of 34 educational TV stations, 11 were operating. The first and
only such station to surrender its permit was K'THE, which had been
operated by the University of Southern California. The number of
TV channels reserved for education increased to 258. Thus far the
Commission has denied requests to transfer educational channels to
commercial use, TFor the first time, it instituted rule making to change
an educational reservation from VHF to UHF (Des Moines, Towa).

AM.—There was a net gain of 143 AM stations for the year, bring-
ing their total to 2,840, of which 2,732 were on the air.

The North American Regional Broadcasting Agreement, submitted
to the Senate in 1951, was still unratified and there were indications
that this delay was causing some countries to depart from the interim
policy of not making new assignments or changing existing assign-
ments contrary to its provisions. Seperate negotiations continued
with Mexico, which is not a party to NARBA.

Dependent upon NARBA ratification is the outcome of the clear
channel proceeding, from which rule making concerning daytime
skywave interference had been severed. A tentative decision on the
latter was made by the Commission in early 1955, subject to comments
whether the restrictions should apply to existing stations.

The Commission amended its so-called “10 percent rule” relating
to the degree of interference which proposed stations may receive in
their normal service areas from existing stations,

FM —Commercial FM stations continued to decrease. At the year
end, 552 were authorized and 540 were on the air. However, edu-
cational FM stations continued to gain. Of 127 authorized, 124 were
operating.

To enable commercial FM broadeasters to obtain additional revenue,
the Commission permitted them, beginning July 1, 1955, to apply
for special nonbroadeast authorizations to furnish “functional music”
and other special programming fo stores, factories, restaurants, street
cars and buses and other places subscribing to this supplemental
service.

Field Engineering and Monitoring

The Commission’s field engineering work is conducted through 6
regional offices, 24 district offices, 1 ship office, 6 suboffices, and 18
monitoring stations. Besides rendering technical services, these field
installations give radio operator examinations, license radio operators
and certain classes of radio installations, inspect radio stations, locate
and close unlicensed transmitters, investigate interference complaints,
and furnish bearings on aireraft and ships in distress,

With the aid of mobile units, 105 unlicensed transmitters were
uncovered as compared to 52 the previous year. They ranged from
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illicit operation at racetracks to juvenile “pranks.” The more serious
cases were referred to other Federal jurisdiction for prosecution.

Budget limitations have reduced the number of radio station inspec-
tions. Even so, the year’s total exceeded 7,200 including 661 broad-
cast, 2,200 ships, and 4,200 miscellaneous.

Much trouble was caused by small boat operators using a radio-
telephone distress frequency for idle chit-chat, often with obscene and
profane lJangnage. The Commission is considering ways to stop such
widespread violation.

Investigation of interference complaints was centered on important
cases, largely those jeopardizing safety and other radic communiea-
tions. Of the nearly 18,000 complaints handled, more than 15,700
involved broadcast, and most of these concerned TV. Commission
encouragement of local TV interference committees has resulted in
437 such groups functioning in 412 communities.

Commercial radio operator authorizations issued during the year
totaled more than 188,500. This brought the number of such out-
standing authorizations to over 986,000, which is 144,000 more than
the year previous.

Antenna proposals processed to see if they conform to aviation
safety requirements exceeded 9,100, of which number nearly 7,700 were
nonbroadcast. AM and TV accounted for some 700 and 600 cases,
respectively. At the year’s end 28 TV towers 1,000 feet or more in
height were in operation and 13 others were under construction,
including a 1,521-foot tower at Dallas. Proposal for a 1,993-foot
tower at Selma, Ala., was designated for hearing. Another applicant
proposes one 2,008 feet high at Louisville, Ky.

Research and Laboratory

Research activities relate to technical standards for the various
radio services, and miscellaneous radio-frequency devices, equipment
specifications, and wave propagation, interference and other special
studies. The Experimental Radio Services are in the research
category.

Much time was spent in developing VHF-UHF tropospheric prop-
agation curves as well as techniques for predicting service sigmal
strengths under different terrain conditions. A study is in progress
on the relative merits of line-of-sight microwave relays as compared
with tropospheric scatter relays over greater distances.

Rules were finalized for type acceptance of certain radio equip-
ment. This is apart from type approval of other equipment through
tests at the Commission’s laboratory at Laurel, Md.

The laboratory assists in various phases of the technical work,
particularly where actual performance data is required. It studies
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various methods of transmission and reception in their service and in-
terference aspects, mterference to radio reception from electrical
equipment and new uses for radio. Also, it develops and calibrates
equipment used by FCC field engineers.

Commission

On October 4, 1954, George C. McConnaughey became a member
and also Chairman of the Commission, to Al cut the unexpired term
of George E. Sterling, resigned. On July 7, 1955, Richard A. Mack
succeeded Frieda B. Hennock as a member.

The Commission operated during the fiscal year on appropriations
of $6,911,769 and with a personnel of 1,094, of which one-third were
engaged in field engineering work.

PROBLEMS

The current report emphasizes the plight of the Commission in try-
ing to regulate radio’s tidal-wave expansion with about the same
money but with less personnel than it has had in any year since World
War II. In the last 5 years, for example, its administrative burden
has not only more than doubled but has become more complex,

As a result, the Commission has difficulty in keeping up with its
mounting routine and lacks the manpower to deal with many impor-
tant matters which need policy determination. Any special projects
which demand immediate consideration necessitate taking staifl mem-
bers off processing and other work and backlogs develop.

One handicap that is particularly detrimental to expeditious func-
tioning stems from the present ban on the Commission consulting its
own keymen on adjudicatory cases in which the latter have no partici-
pating connection. In other words, a 1952 amendment to the Com-
munications Act prevents the Commissioners, as a body or individ-
ually, from seeking legal, engineering or accounting advice from its
respective office heads on problems involved in pending proceedings.
Being denied the benefit of the views of these top staff experts, who
advise the Commission on other matters falling within their respec-
tive fields, causes unnecessary delay and prevents proper utilization of
staff services. No other Federal agency is under such an extraordi-
nary separation of functions mandate; it goes far beyond the pro-
visions of the Administrative Procedure Act.

New competitive and economic injury considerations have also
added to the Commission’s burdens. In addition to hearings required
by competitive applications, the Commission must now, under court
interpretation of another 1952 amendment to its act, hear protests by
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“parties-in-inferest” however remote. Until requested legislative re-
lief is afforded, this new requirement clogs its processes besides holding
up grants for new stations, Also, there is a mounting number of peti-
tions and counterpetitions, and exceptions and other filings in docket
cases, all voluminous, complicated and requiring painstaking consid-
eration, :

Requests for new or expanded services pose problems with respect
to the “housing shortage” in some portions of the spectrum and changes
in frequency allocation and use. These considerations are compli-
cated by the fact that frequency allocations have international as well
as domestic impact which necessitates exacting engineering study and
industry-Government cooperation,

The mounting number of radio stations not only give but are sub-
ject to interference. The interference problem is aggravated by the
production of many new electronic devices and “gadgets” which,
though not nsed for communication, release waste energy which can
play hob with radio transmission and reception. Projected new
equipment must be studied, and some of it approved as meeting radia-
tion limits before being manufactured and put into use.

In the nonbroadcast field, rules must be recast frequently to keep up
with new developments—such as, currently, the growing use of micro-
waves, the expansion of mobile operations, new industrial services,
and “split-channel”, and other techniques to get greater use from
available channels. In this field, too, the utilization of radio for pri-
vate purposes has progressed to such an extent that the many new-
comers must be made to understand and conform to the operating
Tules.

Then there are problems peculiar to common carrier regulation.
That industry is becoming larger and more complex, and its rates and
services require constant attention. Its increasing use of radio, ex-
tending into mobile operation, and TV program relay, involve many
considerations.

Broadcasting presents its own special problems. TV has a criti-
cal situation in UHF, subscription TV has been proposed amid much
debate, and questions must be resolved about private intercity relay
links, and community antenna systems. In AM, certain clear channel
problems and, to some extent, questions relating to daytime skyware
interference, hinge on ratification of the North American Regional
Broadcasting Agreement. Commercial FM stations continued to de-
crease, causing certain other services to eye unused frequencies in the
FM band and elsewhere as a possible avenue for expansion. Increas-
ing use by the military of aural and TV broadcast frequencies is also
giving the Commission some concern.
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The econemic straitjacket in which the Commission must operate
has hit its field activities especially hard. Many have had to be cur-
tailed drastically. While monitoring stations continue to police the
spectrum, only a sampling job can be done in inspecting radio instal-
lations and interference investigation has to be limited to the more
serious cases, By the same token, data collected on certain long-range
engineering studies have had to be put aside for more pressing cur-
rent work. '
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ADDENDA

As of September 30, 1955 the number of broadcast authoriza-
tions (not including auxiliary and experimenial) had increased to
4,185. Of this number 3,921 were on the air. A breakdown follows:

Bervice Authorlzed Licensed On Alr
TV cOTmerelal, . oo oo iam o ooom e uan N 581 144 473
TV educational e eieream e cmemaeen 24 1 15
AM commercial.__. . 2,834 2,757 2,771
FM eommercil i 588 521 538
FM educatlonal . . e.eevooroone i eiemeserrrce e emmemee—ame 131 121 124
L 4,185 3, 544 3,92t

At the same time, the number of authorizations in the nonbroad-
cast services had risen to: '

Marine__ ... ____. 52,908 | Amateur_ . . ___________.._._ 139, 628
Aviation_ ___________________ 44, 183 Common Carrier. __._._.____ 2,001
Indostrial. ., .. __._.... 26, 357 | Experimental . ___________. 661
Publiesafety _ ________.______ 19, 153 | Miscellaneous___ .. ... ____ 2, 704
Land trapnsportatiop__________ 2], 608 _

Total .o 309, 203

These nonbroadcast authorizations reflect the use of about two and
one-half times that number of transmitters.
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General

PREFACE

The Federal Communications Commission, in brief, regulates wire
and radio commmunication between states, and between this country and
foreign points.

The soaring use of electrical communication is reflected in the fact
that the close of fiscal year 1955 saw our nation dotted with some 800
thousand transmitters in about 60 different kinds of radic services,
over 54 million telephones and over 200 million miles of telephone and
telegraph wires in domestic use, and more than 80 thousand nautical
miles of submarine cables operated by United States cable telegraph
companies, In addition, the radio communications industry ac-
counted for more than 1,100,000 radio operator authorizations of dif-

ferent grades.
AUTHORITY

The Federal Communications Commission is an independent Fed-
eral agency which was created by Congress and, as such, reports
directly to Congress, It operates under the authority of the Com-
munications Act of 1934, as amended. Established in 1934, it unified
electrical communication regulation that was formerly done by vari-
ous (Government agencies.

Commission jurisdiction extends over the continental United States
and its territories and possessions, but not the Canal Zone, or to com-
munication facilities operated by the Federal Government.

PURPOSE

As stated in the Communications Act, the Commission was formed
for '

“, ., the purpose of regulating interstate and foreign commerce
in communication by wire and radio 8o as {0 make available, go
far ag possible, to all the people of the United States o rapid, effi-
cient, Nation-wide, and world-wide wire and radio communication
service with adequate facilities at reasonadble charges, for the pur-
pose of the national defense, for the purpose of promoling safety
of life and property through the use of wire and radic communica-
tion, gnd for the purpose of securing & more effective exvecution of
this policy by centralizing authority heretofore granted by law to
several agencies and by granting additional authority with respect
to interstate and foreign commerce in wire and radio communica-

tion . . Y
i3
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REGULATION

The Communication Act applies

¥, . . to all intersiate and foreign communication by wire or radio
and all interstote and foreign transmission of energy by radio,
which originates and/or is received within the United States, and
to all persons engaged within the United States in such communi-
cation or such transmission of energy by radio, and to the licensing
and regulating of all radio stations . . "

'The major activities of the Commission include allocating bands of
frequencies to the different radio services and assigning specific fre-
quencies to individual radio stations; regulating those radio services
and licensing radio stations and radio operators; regulating common
carriers engaged in interstate and foreign communication whether by
wire, cable or radio; promoting safety through the use of radio on
land, water, and in the air ; encouraging more effective and widespread
use of radio; and helping coordinate wire and radio communication
with the national defense program.

Further information about regulation will be found in the chapters
dealing with the different services.

COMMISSION

The Commission is composed of seven Commissioners who are ap-
pointed by the President and confirmed by the Senate. The normal
term of a Commissioner is seven years. Their terms are staggered
so that not more than one expires in a year. Not more than four Com-
missioners may be members of the same political party.

The President designates one of the Commissioners to serve as
Chairman. This appointment is not subject to Senate confirmation.
The duration of a chairmanship is at the pleasure of the Chief
Executive.

The Commissioners function as a unit, directly supervising all FCC
activities, and making all policy determinations. The Chairman is
responsible for administering the internal affairs of the Commission.

Commission practices conform to the Communications Act of 1934,
as amended, to the Administrative Procedure Act, and to other ap-
plicable laws.

The following changes occurred in Commission membership during
the year:

On September 25, 1954, President Eisenhower appointed George
C. McConnaughey to be a member and also Chairman of the Com-
mission. Under recess appointment, Chairman McConnaughey took
office on QOctober 4 thereafter. As a Commissioner, he fills out the
term of Commissioner George E. Sterling, who resigned as of Sep-
tember 30, 1954, which expires June 30, 1957. Designated Chairman,



REPORT OF THE FEDERAL COMMUNICATIONS COMMISSION 15

he succeeded Commissioner Rosel H. Hyde in that office. His ap-
pointment as a Commissioner was confirmed by the Senate on March
14, 1955.

On May 27, 1955, President Eisenhower nominated Richard A.
Mack to succeed Commissioner Frieda B. Hennock, whose term ex-
pired June 30 of that year. Confirmed by the Senate on June 17,
Commissioner Mack took office on July 7.

A list of Commissioners as of June 30, 1955, with their terms of
office, appears on the back of the title page to this report. Past and
present members, and their tenure of service, are listed in the
appendix.

STAFF ORGANIZATION

As a result of a reorganization completed in 1952, the Commission
staff is now on & functional and industry basis instead of on profes-
sional lines,

In other words, instead of having to relay and coordinate matters
between separate legal, engineering and accounting units with conse-
quent delay, as previously, the Commission’s four chief operating bu-
reaus—Common Carrier, Safety and Special Radio Services, Broad-
cast, and Field Engineering and Monitoring—are self-contained ad-
ministrative units with their own lawyers, engineers, accountants, and
other necessary personnel. They can take actions in individual cases
that are covered by established rules and policies. But matters of
policy, including new broadeast grants, are referred to the Commis-
sion.

In addition to these operating bureaus there are seven offices—Sec-
retary, Administrative, Chief Engineer, General Counsel, Hearing
Examiners, Opinions and Reviews, and Reports and Information.

The Secretary’s office is the designated funnel for incoming and
outgoing correspondence, and is responsible for the Commission’s rec-
ords to the inclusion of its minutes and dockets, The Administrative
office is the housekeeping unit, dealing with budget and fiscal matters,
personnel, organization and methods, and supply. It is under the
Chairman.

The Hearing Examiners hear contested and other proceedings in
their initial stages, and render initial decisions which the Commis-
sion must review, often with additional oral argument, for final de-
termination. The Opinions and Review office summarizes hearing
cases and intermediate petitions for the Commission, and drafts ap-
propriate decisions and findings for and at the Commission’s direc-
tion. The Reports and Information office is the central contact for
general information and copies of documents and public notices,
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The Offices of Chief Engineer and General Counsel are largely
advisory to the Commission. However, the Chief Engineer handles
frequency allocation and international treaty matters, engages in
technical research, and operates a laboratory. The General Counsel
engages in litigation and legislative work, and looks after the legal
aspects of treaties and rules.

Further authority was delegated to bureaus and offices during the
year so as to relieve the Commissioners of certain routine actions
which are largely automatic under the rules and which de not involve
policy considerations.

An organization chart of the Commission as of June 30, 1955 ap-
pears as a separate page of this chapter.

Subsequently, because its accounting functions are largely inte-
grated into the duties of its operating bureaus, the Comnission
abolished the Office of Chief Accountant, effective Qctober 31, 1955.
Its two divisions were transferred to the Common Carrier and
Broadcast Bureaus.

PERSONNEL

Commission employees numbered 1,094 at the close of the fiscal
year, which was 52 less than the previous year. Approximately one-
third were engaged in field engineering work. Distribution was as
follows:

Washington|  Field Total

Commissioners” ofices. .. ... 45 0 45
Office of Opinions and Review..._.___._____ .- 18 0 18
Office of Hearing Examiners. .. _. - - . 4 0 24
Office of Reports and Informatio - N - 4 1} 4
Office of Administration______ . g1 [} 81
Office of Secretary_.. _._.__ - 58 1] 58
Office of General Connsel__ 20 0 20
Office of Chiel Accountant. . 19 ¢ 19
Office of Chief Engineer___._. R 66 260 86
Commeon Carrier Bureaw. , oo ... . 73 28 101
Safety and Specinl Radio S8crviees Buresu._ ... -- 114 0 114
Broaucast Bureau_ . _____________.______.__. - 185 ) 155
Field Engineering and Monitoring Bureaw. ... ... ___.._. 60 308 69

B 1 U 137 LT L 084

A Communications Act amendment of 1952 requires the Commis-
ston to supply Congress with biographies of Commission employees
added during the year, as well as a lst of employees leaving during
the year. This information is being furnished as a mimeographed
supplement to the printed report.

APPROPRIATIONS AND EXPENDITURES

The Commission received appropriations amounting to $6,911,769
from Congress in fiscal 1955. In addition to the regular appropria-
tion of $6,694,400, there were supplements of $85,000 and $132,369.
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The former was to meet a deficiency; the latter provided for retro-
active personnel pay inereases voted by Congress.
Obligations against the 1955 appropriations were:

Appropriations Obligations
Regular appropriation Personal services_________ $6, 213, 901
(salaries and expenses). $6, 694,400 Travel _________________ 63, 280
Supplemental (deficiency). 85, 000 Transportation of things._ 13, 577
Supplemental (pay Communication services___ 182, 018
inerease) . . _ . __.o___.. 132, 369 Rents and utilities________ 51, 790
——————— Printing and reproduction.. 29, 878
Total. ceicmececae 6, 911, 769 Other contractual services_ 110, 044
Supplies and materials___ . 123, 884
Equipment______________ 118, 552
Land and struetures______ 3, 795
Awards and indemnities_ . _ 270

Total obligations_.. 6, 911, 689
Savings, unobligated bal-
ANnee. . __ . ______ 30

Total .. ____._____ 6, 911, 769

The sources of these funds and the authority for expenditures there-
under were Public Laws 428, 83d Congress; and 24 and 94, 84th Con-
gress.

HEARINGS

The Commission has taken various steps to expedite its hearing
process. These include refusal to hear repetitious applications; time-
saving procedures when cases are designated for hearing; time limits
on motions to enlarge or change issues; provision for the Commission,
under certain circumstances, to grant or deny on the basis of written
evidence instead of oral testimony; hearing conferences at the start of
hearings, and an exchange of written exhibits and information to
curtail later oral testimony.

The volume of formalized paper requiring exacting attention in
hearing matters is indicated by the fact that as many as 500 exceptions
have been filed in a single case, not, to mention frequent and often re-
petitive motions. |

Also, in cooperation with the Federal Communications Bar Associa-
tion, the Commission has drafted a manual to help its hearing ex-
aminers achieve more uniformity in rulings on evidentiary matters
and avoid the delays and confusion that sometimes arise.

The Commission has asked Congress to amend a section of the Com-
munications Act, inserted in 1952, which established the so-called “pro-
test rule” under which a party in interest is entitled to a hearing on
any grant made without hearing. This provision has been used to
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keep competitors off the air with resultant delay in starting new
broadcast service. Since adding the protest provision, 80 grants have
been challenged by claimed parties of interest—72 in broadcast (32 TV
and 40 AM), 4 in safety and special services, and 4 in common carrier
services, :

The Commission will alse seek clarification of that portion of the
act which created the review staff, so that there will be no question as
to its role in assisting the Commissioners in adjudicatory matters.
1t intends to propose further act.changes which will permit the Com-
missioners to consult with staff officers on legal, engineering and ac-
counting matters when these keymen are not.engaged in investigat-
ing or presenting an adjudicatory case.

Television cases continued to account for most of the Commission’s
hearing load. Docket statistics for fiscal 1955 follow:

) Pending |Designated | Disposed { Disposed | Pending
- Class June 30, for of without | of follow- | June 30,
1954 hearing hearing | ing hearing 1966

189 26 18 72 125
115 114 86 13 128
0 a 0 0 &
5 4 & 9 4
Total BroAdesst- - o- vu.ceocmmncenn 09| 14 109 90 254
Common Carrier. . . eeecasoceimmmammmamaaa 51 48 19 39 39
Safety and speetal .o 20 a7 50 1 15
Jolnt and general. ..o oo 45 43 36 1 51
Total nonbroadeast ... _-o.ooo.o_. 125 126 105 12 105
Petitions and rulemaking. ... 27 81 50 ¢ 58
Grand tot8le vueraasac e e 461 361 264 131 417

The Commission had 12 hearing examiners at the close of the year,
which was five less than at the end of fiscal 1954.

LEGISLATION

Two bills amending the Communications Act were enacted by Con-
gress during the fiscal year. Both had been recommended to Congress
as part of the Commission’s legislative program.

Public Law 584, 83d Congress, 2d session, was approved on August
13,1954, It extensively amended part II of title 111 of the act, which
concerns radio equipment and radio operators on board ships, to reflect
the requirements of the Safety of Life at Sea Convention (London,
1948).

Public Law 590, 83d Congress, 2d session, was also approved on
August 13, 1954. It amended the act to reflect the provisions of the
agreement concluded by the United States and Canada for promoting
safety on the Great Lakes by means of radio, which came into force
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on November 13,1954. The law also repealed remaining provisions of
the Ship Act of 1910 which were no longer necessary.

The following proposals were submitted to the 84th Congress in
connection with the Cominission’s legislative program:

An amendment to section 309 (c) of the act, designed primarily to
prevent protests from being used by competitors for the purpose of
delaying the institution of new radio and television services. The
proposal would give the Commission authority to deny a protest with-
out holding a full evidentiary hearing, where the Commission found
that the facts alleged by the protestant, even if proven true, would not
constitute grounds for setting aside the grant being protested. It
would also give the Commission some discretion to keep a protested
grant in effect pending the outcome of the protest hearing. This pro-
posal was introduced as I1, R. 5614 and 5. 1648. Hearings were held
by both the House and Senate Committees on Interstate and Foreign
Commerce, and reported favorably by both. H. R. 5614 was passed
by the House on July 25, 1955, but no action was taken by the Senate.

Amendments to sections 503 and 504 (b) of the act, to give the Com-
mission authority to impose small monetary forfeitures for violations
of the Commission’s rules and regulations relating to radio stations
other than those in the broadcast service. This proposal was intro-
duced as H. R. 5613 and S. 1549. Hearings were held by the Senate
Committee on Interstate and Foreign Commerce.

Amendments to sections 212, 219 (a), 221 (a), and 410 (a) of the
act, relating to the Commission’s regulatory anthority over communi-
cations common carriers. The Senate Committee on Interstate and
Foreign Commerce held hearings on this proposal (8. 1456), and it was
introduced in the Flouse as H. R. 4939.

In addition to legislative proposals recommended by the Commis-
sion, numerous other legislative matters affecting the Commission were
considered by Congress. Among the more important of these were:

. R. 4090, which would require the installation of an automatic
radiotelegraph call selector on United States cargo ships carrying less
than two radio operators. The Commission testified on this proposal
before the House Committee on Interstate and Foreign Commerce,

Several bills designed to prevent the use of interstate communica-
tions facilities for the transmission of gambling information. Also:

H. R. 4814 and 8. 1208, which would amend section 815 of the act
50 as to prohibit liability from being imposed upon & licensee becaunse
of defamatory statements made in a broadecast by a political candidate
unless the licensee participated in the broadcast with intent to defame.

S. 636, which proposed a series of amendments to the Federal Cor-
rupt Practices Act dealing with election campaigns. The Commis-
ston was heard on this proposal before the Subecommittee on Privi-
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leges and Elections of the Senate Committee on Rules and Adminis-
tration.

Several bills concerning the interception of communications and the
admissibility into evidence of intercepted communications. The Com-
mission testified on these proposals before the House Committes on the
Judiciary.

The Commission submitted comments to Congress and the Bureau of
the Budget concerning more than 55 legislative proposals which had
been referred to the Commission for comment. As mentioned else-
where in this report, it also commented and reported to a Subcommit-
tee of the Senate Committee on Interstate and Foreign Commerce
examining problems relating to UHF television stations,

LHIGATION

Section 401 of the Communications Act confers upon the district
courts of the United States jurisdiction to enforce the Communica-
tions Act and the orders of the Commission. Judicial review of Com-
mission actions is provided for in section 402 of the act. Section 402
(a) gives jurisdiction to the courts of appeals (under Public Law 901,
81st Cong., effective January 28, 1951) over suits to enforce, enjoin,
set aside, annul or suspend any Commission order with the exception
of orders granting or refusing applications for licenses. Section 402
(b) provides for direct appeal from such other orders of the Commis-
sion to the United States Court of Appeals for the District of Colum-
bia Cirenit. The great majority of cases involving review of Com-
mission action is instituted in the latter court.

During the fiscal year there were 72 cases in which the Commission
was a party in the Federal courts. Forty-seven of these were insti-
tuted during that period—40 in the Court of Appeals for the District
of Columbia Cireuit, 4 in the Supreme Court of the United States, 1 in
the District Court for the Northern District of Illinois, and 2 in the
District Court for the District of Columbia. The other 25 cases were
pending at the beginning of the year.

Due to confusion as to whether appeals from denials of profests are
properly appealable under sections 402 (a) or 402 (b) of the act, in 5
instances review of the same Commission order was sought in separate
actions brought under each subsection. Since these were separate
actions, they are listed separately in the discussion and chart. In
Metropolitan Television Company v. Federal Communications Com-
mission, noted thereafter, the court held that appeals from denials of
protests are properly. under section 402 (b) and not under section
402 (a).

In addition to cases in which the Commission was a party, 10 cases
initiated by the Commission which involved criminal violations of the
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act were pending in the Federal courts.  In disposing of 6 of these, the
courts imposed 2 prison sentences, 2 fines totaling %2,600, deferred
prosecution of 1 defendant, and acquitted another. IFour criminal
cases were pending at the end of the year. Forty-two other criminal
matters were referred to the Department of Justice,

In the Supreme Court the Commission was affirnied in 3 separate
actions, in 2 instances by denial of petitions for writ of certiorari by 2
petitioners, and in 1 instance by reversal of the lower court’s findings.
In the courts of appeals the Commission was affirmed in 7 cases. Ten
decisions were reversed or remanded, 5 cases were dismissed on juris-
dictional grounds, 1 was remanded without decision on the merits, and
17 were dismissed by agreement of the parties or as being moot. The
District Courts for the Northern District of Illinots and the District
of Columbia each dismissed one case on jurisdictional grounds, and in
the Southern District of New York the Commission was affirmed by
the sentencing of the defendant.

As of June 30, 1955, there were 24 cases pending in the Court of
Appeals, 1 in the Supreme Court, and 1 in the District of Columbia
Court. A tabulation follows:

Court of | Court of

Suprennte Dristrict
Appeals | Appeals Total
Court (402b) (3023 courts
L 7 4 55 9 4 72
Decisions affirming Commission.________ [ 4
TDecisions reversing case_.______.___.____ 7 ]
Dismissed on jurisdictional grounds. 3 5
Remanded without decision en merits ... ... __ - 3 1
Dismissed by agreement of partics or as beihg moot.____ 15 17
Cases pending June 30, 1965 ... . oo 1 23 26

Of the 24 cases pending in the Court of Appeals, 6 were submitted
but undecided at the end of the fiscal year.

On account of the death of Paul V. McNutt, a partner in the appel-
lant in Anthony Wayne Broadeasting v. Federal Communications
Commission, No. 12,452, C. A, D. C.; after Commission decision and
before decision by the appellate court, the case was remanded to the
Commission for determination of the effect of the death upon the
Commission’s decision preferring Radio Fort Wayne, Inc., for a new
TV station on Channel 69 in Fort Wayne, Ind.

Decisions during the year included :

In Federal Communications Commission v. Allentown Broadeasting Corp., te-
cided June 6, 1955, the Supreme Court reversed a deeision of the appeals court
which in turn had reversed a Commission decision granting the application of
Easton Publishing Company for a new standard broadeast station in Haston,

Pa., and denying the mutually exciusive application of Allentown Broadeasting
Corp. The Supreme Court remanded the case to the court of appeals for further

BGO0G4—- 55— — 3
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consideration freed from rulings of the lower court found to be erroneous by
the Supreme Court. The Commission had made a grant to the Easton applicant
on the ground that, since Easton had only 1 local station and Allentown had 3,
the need of Baston for a choice of loeally originated programs was decisive.
The Supreme Court sustained the Commission’s position that where mutually
exclusive (because of prohibitive interference) applicants seek authority to
serve different communities, the Commission must first determine which com-
munity has the greater need for additional service and then determine which
applicant can best serve that community’s need. The court of appeals had
ruled that the Commission could select one community over the other only if the
applicants were approximately equal in their ability to serve their respective
communities,

The Supreme Court also reversed the ruling of the lower court that findings of
a hearing examiner based on the demeanor of a witness are not to be overruled
by the Commission without a very substantial preponderance in the testimony.
The Supreme Court held that this ruling was in error because it adopted for
examiners of administrative agencies the “clearly erroneous” rule of the Federal
Rules of Civil Procedure applicable to courts, and that findings of fact made by
the Commission were to be judged by the test of whether they are supported by
substantial evidenee in the whole record as that test wasg set forth in Universal
Camera Corp. v. Labor Board, 340 U. 8. 474.

In Storer Broudcasting Company v. United States and Federal Communications
Commission, No, 12,065, decided February 24, 1955, the Court of Appeals for the
Digtriet of Columbia held invalid that part of the Commission's multiple own-
ership rules which provides mazimum limitations on the number of broadeast
stations in which any person may have an interest. 'While this case specifically
pertained to the TV rule, the ruling of the court also has the effect of invalidating
the limitations contaired in the rules governing the AM and FM gervices. The
court based its decision on the ground that the rule illegally deprives an applicant
of the right to a hearing afforded by section 309 (b) of the act, and stated that
“the statutory provision means that any citizen who seeks a license for the lawful
use of an available frequency has the undoubted right to a hearing before his
application may be rejected”. The court did not hold that the policy bases of
the rules were beyond the Commission’s proper censideration, and its decision
permits the Commission to determine on a case-to-case basis whether any mul-
tiple station owner ghould be granted an additional license. A petition for a writ
of certiorari was filed in the Supreme Court, on the ground that the decision
of the Court of Appeals is contrary to existing authority sustaining the Com-
mission’s power to make general rules which govern the disposition of individual
license applications. The petition was granted October 10, 1955.

In a subsequent case, City of New York Municipal Broadcasting System v.
Federal Communications Commission, No. 12,465, decided May 5, 1955, the same
court, upon the authority of the Storer decision, held that a Commission rule
regulating transmitter equipment could not be enforced without a hearing
where a waiver of the rule was requested.

In several cases during the fiscal year the Court of Appeals interpreted section
309 (e) of the act, which, as part of the 1952 amendments, added a new provision
providing for the protest of grants made without hearing. The court adopted
a liberal interpretation of who is & party in interest with standing to file a
protest, reversing certain Commission decisions on this question.

The court held that an existing station is a party in interest to the transfer
of control of another station in the same community where it is alleged that the
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existing station will be adversely affected by comparisen from the new station,
Camden Radio, Inc. v. Federal Communications Commission, 220 F. 24 191.

The court also held that existing TV stations were parties in interest to the
change in transmitter site of another TV station, where it was alleged that this
action would result in a change in network affiliations and would result also in
a signal of increased strength being transmitted fo the eity in which a protesting
station was located, Greenville Televigion Company v. Federal Communications
Commisgion, and Wilton E, Hall v. Federal Communications Commission, 221 B,
24 870,

In another radio case, the court held that one station was a party in interest
to a2 Commission action authorizing a change in frequency and an increase in
power for another station a considerable distance away, where it was alleged
that this would deprive the protesting station of listeners through electrical inter-
ference, although this interference was not protected against under the Commis-
sion’s rules. Meiropolitan Televigion Company v. Federal Communications Com-
mission, 221 F. 2d 879. The court also decided in this case, as urged by the
Commission, that an appeal from the denial of a protest is properly brought
under section 402 (b) and may not be brought under section 402 (a).

Finally, in Clarksburg Publishing Company V. Federal Communications Com-
migsion, decided June 9, 1955, the court construed that part of section 309 (c)
which provides for a hearing on a protested grant where the facty, matters and
things relied upon by the protestant as showing that a grant would not be in the
public interest are set forth with particularity. The court held, in substance,
that where serious matters involving unresolved factual guestions are raised by
the protest, an evidentiary hearing must be held, and the Commission may not
resolve the questions after oral argument limited to the precise facts alleged in
the protest.

In Music Broadcasting Company v. Federal Communications Commission, 217
I, 2d 339, the Court of Appeals sustained a Commission decision directing radio
station WGRD, Grand Rapids, Michigan, to cease pre-sunrise operation pending
& hearing on the question of whether the prohibition should be made permanent,
because of an undue interference caused to station WING on the same frequency
in Dayton, Ohio. Staticn WGRD was licensed to operate only between local
sunrise and Iocal sunset, and was permitted to operate pre-sunrise by a Commis-
sion rule which also provides that upon notice from the Commission that undue
interference is being caused to another station, the daytime station must refrain
from such pre-sunrise operation. The conrt held that the Commission rule per-
mitting pre-sunrise operation did not give WGRD an absolute authority to do so,
and that the Commission order requiring the station to cease such operation
wuas not a modification of its license but merely a requirement that it operate
within the ferins of its authorization. The court stated that WGRI) was entitled
to a hearing as to whether it was in fact causing interference to WING, but
it was not entitled to a comparative hearing on the question of whether its pre-
sunrise operation or that of WING was more in the public interest merely be-
cause a Cominizsion rule permitted it to operate during that period in the
ahsence of nhdue interference to other stations.

In Chicago Beard of Trade v. United States and Federal Communications
Commigsion, decided June 2, 1935, the Court of Appeals sustained a Commission
decision permitting new tariff schedules of Western Union Telegraph Company
to go into effect. These tariff schedules were for the leasing of facilities con-
gisting of tickers, loops, and circuits. The Chicago Board of Trade, which leases
these facilities, petitioned for review. Among the several points on which the
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court sustained the Commigsion, it held that the Commission was correct in
determining that the proposed charge wag reasonable, in not using the standard
for systemwide determinations because that standard is inapplicable to the
determination of a single rate among many rates. Thig iy one of many Western
Union services and concerns a very small segment of the carrier’s business.
Therefore, said the court, the reasenableness of the single rate involved dependes]
upon the value, volume, ete, of the particular service involved, and wus not to be
figured upon the basis of a fair rate of return for the whole system. In sustain-
ing the Commission, the court also held that it was proper for the Commission
to accept summary exhibits based upon great guantities of underlying materiai,
since the underlying material was inspected by opposing counsel. The court
held that the Commission properly overruled an objection that the exhibits were
not the best evidence, since the procedure used fully serves the purpnses of the
hest evidence rule, affords ample opportunity for cross-examination, and at the
same time eliminates ynnecessary delay and expense. This sort of procedure
kas also been recommended by the Judicial Conference of the United States and
by the President’s Conference on Administrative Procedure, as the court pointed
out,

In United Statcs v. Evereét Frankel (D. C. R, 1.}, the defendant was convicted
on 2 counts of violating sections 301 and 318 «f the act, 47 U. 8. C. 301, 318, by
operating a mobile radio station without either station license or operator's
license. In a gignificant interpretation of the act, the court instructed the jury
that a station license ig required for a mobile station irrespective of whether
the transmissions from the station are shown to have any interstate effects or
interfere with any other interstate signals. The court also pointed out that the
defendant acted wilfully and knowingly if he showed complete disregard for
the law or failed to make reasonable efforts to discover the nature of the law.

FEES

The Commission has not in the past, and does not now, exact any
charge in connection with its licensing or regulatory functions. In
compliance with Title V of the Independent Appropriations Act of
1952, augmented by Bureau of the Budget Circular A-25 of 1953,
the Commission in early 1954 proposed rule making looking toward
the establishment of fees to cover certain of these costs. Thereafter
the Senate Interstate and Foreign Commerce Committee resolved that
the Commission should suspend this proceeding until July 1, 1955.

CEASE AND DESIST ORDERS

The Commission utilized additional cease and desist orders during
the year. Most of these wers in connection with nonbroadcasting
cases involving interference and other infractions not meriting or not
subject to revocation proceedings. This use of cease and desist orders
was authorized by an amendment to the Communications Act in 1952.
Prior to that time section 312 (a) of the statute provided only for
revocation of licenses, The change enables cease and desist orders to
be issued in appropriate cases, thus reserving the sterner revocation
proceeding for Commission licensees who fail to comply with the
initial order to stop.
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AUTHORIZATIONS

As of June 30, 1955, the Commission had more than 1,400,000 radio
authorizations on its books. The largest group—over 1,123,000—
consisted of operator authorizations (over 986,000 commercial opera-
tors and over 136,000 amateur operators). Authorizations in the
safety and special services passed the 300,000 mark for the first time.
Broadcast authorizations approximated 6,300, common carrier radio
authorizations approached 2,000, and there were more than 600 experi-
mental authorizations for research and development. These radio
authorizations collectively covered the use of about 800,000 fixed and
mobile transmitters.

APPLICATIONS AND OTHER FILINGS

About 430,000 applications of all kinds were received by the Com-
mission during the year. The largest group—over 264,000-concerned
radio operators (218,000 commercial and 51,000 amateur). The next
largest category was in the safety and special services—over 151,000,
Broadcast accounted for nearly 7,700, common carriers 5,000, and
miscellaneous 1,500,

In addition, the Commission had to consider thousands of petitions
and other legal filings in connection with hearing and rule-making
proceedings, also more than 18,100 tariffs and 1,600 annual and
monthly reports of common carriers and holding companies,

CORRESPONDENCE

More than 1,200,000 separate letters, etc., were received or dis-
patched through the Commission’s Mail and Files Division during
the year. Of this number, over 853,000 were incoming and 370,000
were outgoing. These figures do not include mail handled in the
field offices, or outgoing correspondence of the Washington office of
the Field Engineering and Monitoring Bureau.

Under a law of 19533 which requires Federal agencies to reimburse
the Post Office Department for carrying penalty mail, the Commis-
slon’s annual payment amounted to nearly $30,000.

RELEASES AND PUBLICATIONS

The Commission issues no press releases as such, but reports its
business by means of public notices made available each work day at
its Washington office. Copies of formal documents (orders, decisions,
opinions, etc.) besides being served on the parties involved, are fur-
nished others interested on request. Commission rule making is pub-
Jished in the Federal Register. The Commission does not distribute
its printed publications, but they are sold by the Superintendent of
Documents (see list in appendix).
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Mimeographing in connection with the Commission’s regulatory
and administrative procedure required nearly 41,600 stencils, 9,400,000
sheets of paper, and 13,400,000 impressions during the year. This
volume comprised public notices and documents, also material required
for the Commission’s own use.

TECHNICAL ASSISTANCE ACTIVITY

The Commission continued its assistance in planning technical
study programs for foreign nationals interested in telecommunica-
tions. There was more than a 100-percent increase in the main activ-
ity and arranging for visits to private industry of recipients of grants
from the Foreign Operations Administration, the United Nations, and
the International Educational Exchange Service of the Department
of State.

As of July 1, 1954, 15 projects were in operation for representatives
of 8 countries. During the year, 16 additional projects were started,
7 of which affected additional countries. At the year’s close, 23
projects had been completed and 8 others were in operation for
nationals of 6 countries.

Because the FOA now presents certificates for completion of these
studies, the Commission discontinued its issuance of separate certifi-
cates. Since the establishment of this activity in fiscal 1952, more
than 50 foreign nationals have completed studies under FCC auspices.



National Defense

GENERAL

“For the purpose of the national defense” is one of the stated objects
of the Communications Act which created the Federal Communica-
tions Commission. In addition to centralizing regulation of wire and
radio communication in the interests of safety of life and property,
Congress provided for the control of communication facilities and
radiation devices in time of national emergency.

Because quick communication is vital to the national defense, the
Commission must see to it that radio and wire services are related to
the military and civil defense programs, that communication systems
be able to serve the Nation’s productive capacity and the public under
any eventuality, that illegal and improper operations are discouraged,
and that the channels of communication are protected from disturbing
interference.

POWERS OF PRESIDENT

In time of war or threat of war, or in other national emergency, the
Communications Act gives the President special powers over electri-
cal communication.

In 1951 this authority was extended to inelude electromagnetic
radiations. This was necessary because a great variety of electronic
equipment and gadgets, though not used for communication purposes,
can give off emissions which not only disrupt regular communication
services but could be used as “beams” to guide enemy aircraft, guided
missiles and other devices of attack.

Later that same year (1951), the President authorized the Federal
Communications Commission to enforce regulations in this connection.
Several years previously the Commission had, at the request of the
Department of Defense, initiated a program for regulating such radi-
ation in the interests of the defense effort.

CONELRAD PROGRAM

Ome result is the Commission’s “CONELRAD” program, which
takes its name from the words “CONtrol of ELectromagnetic
RADiation”. This system is being set up to govern the procedure
of the various radio services in an emergency.

27
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The first service covered in the CONELRAD plan was broadcast.
This was announced by the White House in late 1952 and made effec-
tive the following May. On an air alert, FM and TV broadcast
stations would go off the air, but designated AM stations would
broadcast official news, information, and ¢ivil defense instructions
over 640 or 1240 kilecycles. This procedure would make it impos-
sible for the enemy to get a bearing on any patricular station. At the
present time about 1,300 AM stations are voluntary participants in
the CONELRAD program, and at their own expense insofar as equip-
ment changes and test operations are concerned.

CONELRAD was extended to the aviation and amateur radio
services in early 1954

On September 24, 1954, a temporary plan was established for volun-
tary compliance by the international, noncommercial educational FM,
experimental and auxiliary broadcast services, and by experimenta.l,
public, maritime, public safety, industrial, land transportation, and
disaster radio services pending the completion of regulations for those
services. It provides an interim system whereby, in event of hostile
action, some stations in these services would be enabled to continue
essential operation under controlled conditions.

In January 1955 the international and noncommercial educational
FM broadcast services, and the citizens and public safety radio serv-
ices entered the regular CONELRAD plan, followed by the land
transportation radio service the following August.

CITIZENSHIP REQUIREMENTS

Oral argument was held in March 1955 on a Commission proposal
of June 10, 1954, to make ineligible for licensing any amateur or
commercial radlo operator who is a member of the Communist Party
or of any organization which is required to register as 1 communist
front or which advocates or teaches the overthrow of the Government.
The argument was on a proposed report of the Commission of the
previous January 21 which looked toward amending the application
forms accordingly but eliminating an original proposal to require the
submission of fingerprints with applications.

Under the Communications Act, FCC licenses are a privilege of
citizenship, They are denied to foreign governments and their repre-
sentatives, and to any corporation having any officer or director who
is an alien, or of which more than one-fifth of the capital stock is
owned or controlled by foreign interests.

CLASSIFIED DEFENSE PROJECTS

The Commission is collaborating on certain defense projects which
cannot be reported here because of the security classifications given
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them by their originating agencies and its own authority under the
Communications Act to withhold publication of records or proceed-
ings containing secret information affecting the national defense.

In general, these activities involve the joint efforts of various Fed-
eral bodies and the communication industry to cope with potential
emergencies, to see that wire and radio media are harnessed to the
defense effort and that attack would not deprive us of ecireuits, and,
further, that essential communication facilities are adequately safe-
guarded.

OTHER DEFENSE ACTIVITIES

The impact of defense activity is felt in all fields of electrical com-
munication. ,

In the matter of common carrier services, the Commission must see
to it that the augmented needs of Government, business and industry
are met. At the request of the Office of Defense Mobilization, the
Commission has set up priority systems for communication over tele-
phone and telegraph carriers in event of a national emergency.

Also, there are defense aspects in the operation of the safety and
special radio services because their stations are largely concerned with
protecting life and property on the land, on the sea, and in the air,
and in directing the transportation of passengers and products.

Particular defense activities are engaged in by the Radio Amateur
Civil Emergency Service, which is for civil defense purposes exclu-
sively ; the Disaster Communications Service, which enables Govern-
ment and private stations to join in essential communication in an
emergency ; the Special Emergency Radio Service, which furnishes
communication for relief organizations, doctors in rural areas, am-
bulances, ete.; the State Guard Radio Service, which provides radio
facilities for state guards in states where the National Guard has been
called into Federal service; and the Civil Air Patrol, which is com-
posed of civilian fliers interested in rendering national defense and
emergency aid.

Public safety is a major purpose of such long-established regular
radio services as police, fire, forestry conservation, and automobile
emergency, The amateurs have regional networks for relaying com-
munication in time of fire, flood, or other disaster.

Further information about these individual services will be found
elsewhere in this report.

In monitoring and otherwise policing the spectrum, the Commission
is called upon to furnish bearings to lost aircraft, trace calls of ships
in distress, and maintain constant watch to detect, locate, and close
illegal radio transmitters and trace sources of interference to author-
ized radio services.
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The Commission has its own Defense Steering Committee headed
by Commissioner Robert E. Lee as Defense Commissioner with Com-
missioner Robert T. Bartley as first alternate and Commissioner John
C. Doerfer as second alternate. Staff members include a Defense Co-
ordinator, with alternate, and representatives of various offices and
bureaus. The Commission also has a Supervisor of CONELRAD and
a Security Officer.

The Commission as a whole is, of course, active in civil defense ac-
tivities both in relation to the Government and the community. Its
delegated authority provides a line of succession for its officials to act
for the Commission during war or other emergency.



Radio’s Expanding Horizons

PREFACE

This is an introduction to and an orientation for the following
chapters which deal with the use of radio in various fields. It en-
deavors to present a word picture of the phenomenal development of
radio as a whole so that the reader may have a general background
for the details of the individual radio services which appear on the
ensuing pages.

In substance, these chapters reveal that radio’s horizons continue
to be pushed back; that radio iz expanding at an accelerated pace;
that more individuals and businesses want to use this modern Mer-
cury; that a serious “housing” shortage exists in some parts of the
radio spectrum; that further refinements and cooperation in radio’s
use are inescapable; and that science and industry are working hard to
evolve equipment and techniques for “doubling up” on frequencies in
current use or to go ‘“upstairs” for transmission paths once thought
unworkable.

The extent to which radio is being used today is reflected in the
more than 60 different classes of radio services which hold more than
300,000 authorizations covering some 800,000 fixed and mobile trans-
mitters. Their operations safeguard life and property; speed and
protect transportation on the land, on the water, and in the air; aid
industry; furnish broadcast programs; augment common carrier
telephone and telegraph facilities; and contribute to research and
development. Many stations give localized service ; others cover large
areas; and still others span the oceans to reach foreign countries,

“FROM THE CRADLE TO THE GRAVE”

The tersest summation of radio’s use is to say that it now extends
“from the cradle to the grave”.

There are radio facilities for calling and otherwise speeding doctors
to the homes of expectant mothers. After a baby arrives, radio-
equipped vehicles can deliver milk, pick up and deliver diapers, and
perform other chores in the interest of the newcomer.

At the close of life, radio is being used for dispatching vehicles in
connection with the death and burial of the departed. This includes
the movement of funeral corteges at a number of large cemeteries.
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These, of course, are extreme examples, for radio plays an increas-

ingly important role in our lives from its Alpha to the Omega. Besides
providing entertainment and a hobby for all ages, radio provides a
vocation for many ; speeds business and personal correspondence; aids
industry and commerce; contributes to public protection, and directs

transportation of persons and products.

GROUP USES

The extent to which radic has been harnessed for communication
purposes is indicated by the following group summaries :

Public Communication.—Domestic and international com-
munication by telephone and telegraph over radio facilities.

Public Safety—Radio aids to police, fire, highway and
forestry protection.

Transportation—Radio navigational, safety and communi-
cation aids for ships and airplanes; radio dispatching for
railroads, streetoar systems, tavicabs, buses, and trucks.

I'ndustry—Radio communication to control and speed the
movement of personnel and material in the production and
delivery process.

Entertainment.—Programing by commercial, AM, FM and
TV broadcast stations.

Educational —Programing by noncommercial educational

FM and TV broadeast stations.

Eaperimentation—Use of radio in vesearch, and for the de-

velopment of equipment and techniques.
DIVERSITY OF USES

The diversification of radio’s uses is shown by the following miscel-

Ianeous examples:

To control city and highway trafic systems.

To direet movement of crews cleaning city streets, water mains, ete.
To expedite delivery of food, fuel, building material, ete.

To speed repair of home and business office fixtures and appliances.
To dispatch trucks to pick up garbage, dead animals, and other refuse.
To route rural sehool buses.

To aid beach and other recreation area patrols,

Te contact workers on isolated ranches, ete,

To direct the movement of machinery on large farms.

To look for oil on land and under offshore waters.

To spot achools of fish from moving planes and radio their locations to fishing

boats.
To control car placements in a parking lot.
To direct motion picture crews on location,
To aid bank and business protective patrol systems.

To relay news between reporters on assignment and their newspaper offices.

To control model airplanes, ete.

To send fingerprints and other information from one police department to

another.
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To control traffic lights from ambulances, fire apparatus, and police cars on
emergency calls,

To communicate between the engine and eaboose of long freight trains ; between
moving traing and wayside stations ; and in yard operations. )

To control railroad track switches by the engineer on a moving train.

To pick up and deliver telegrams by anto.

To relay telephone and telegraph messages, also TV programs.

To bridge gaps in disrupted wire lines,

To transmit pictures and facsimile,

To control crowds at large regattas, horse shows, golf matches, and other big
outdoor events,

To transmit orders from “car hops’” to kitchens of drive-in restaurants.

To page doctors and other persons.

To direet firefizhters at the seene of a blaze.

To enable garage and automobile associations to provide emergency road
service.

To send weather and markef reports.

To supervise and control valves, pressures and fluid levels along pipe lines,

To record sunspot cycles, measure radio propagation, and study planetary
refiection.

And, to provide emergency communication in time of local, regional, or national
disaster.

“WIRED” RADIO AND TELEVISION

There has been a proportionate increase in the number of wire sys-
tems which furnish television and radio programs to the publie,
schools, and business, and other groups.

Community antennas, which operate in areas of poor or no regular
TV reception, pick up programs of TV stations that are on the air
and relay them by coaxial cable to the homes of subscribers.

So-called “college campus” radio systems send programs that “hug”
the power wires of connecting buildings on the same frequencies used
for AM broadeast so that they can be picked up by standard broadcast
receivers in rooms served by the power line circuit.

Closed-circuit (wired) television operation, in particular, is enter-
ing so many new fields that its possibilities appear to be without end.
Examples of its uses are:

Furnishing special programs to theaters, hotels, conventions, ete.

Demonstrating surgery and other medical technigques to doctors and students.

Instructing several classes of a school or college at the same time.

Checking signatures, ete., between branches of a bank.

‘Watching babies in large nurseries.

Guarding prisoners in jails,

Relaying church, concert, entertainment, and other programs to overflow or
supplemental audiences.

Denmoenstrating new products to scattered groups of salesmen.

Observing planes takeoff and land at airports.

Supervizing freight car movements.

Relaying “lineups” at police headquarters to outlying precincts.

Detecting unnecessary chimney smoke.

Checking documents in different parts of a large filing system.
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Serving industry as a robot eye to follow production and handling processes—
such as watching boiler, water-level and other gages from the main control
room; deteeting delays in the movement of material; and otherwise enabling
supervisors to gee into several places at the same time.

“Kibitzing” dangerous operations from a safe distance—such as those in-
volving use of atomic energy, furnace combustion, detonation of explosives by
the military, ete.

‘Though not licensed by the Commission, these adjuncts can, and
do, cause interference to regular radio communication. For that
reason they are subject to rules which limit the amount of energy they
may radiate.

RADAR

The use of radar as a navigational aid was spurred by World War
II. Since then its application to peacetime purposes has inereased
rapidly,

It is being installed on many boats, large and small, to show the rela-
tive position of a ship to other ships in the area and to the shore.
Shore-based radar is used to show ship positions in a harbor and per-
mits instructions being given to vessels not so equipped in order to
prevent collisions, aid docking, etc. It is particularly advantageous
during fog and other adverse weather conditions,

A form of radar is employed in searching for oil deposits under
large bodies of water. These instruments, which are sensitive to
variations in both the pull of gravity and the earth’s magnetic field,
are installed in aircraft which fly over the area. Data so obtained in
coordination with land radio location equipment makes it possible to
determine the location and composition of hidden deposits.

The Navy employs radar for detecting objects below as well as above
water surfaces. The nation’s defense is strengthened by a radar
system to discern and warn approaching aircraft. Radar is also prov-
ing increasingly important in observing the approach and activity of
storms for weather prediction purposes.

Radar instruments in air carriers show echo displays which enable
pilots to avoid air turbulences associated with thunderstorms and
guide them through “soft” spots in the weather without serious reduc-
tion of speed and with greater safety and comfort for the passengers.

Speed meters based on radar prineiples have been developed recently
and are utilized in many ways for aceurately determining the speed of
moving vehicles. Some are used by police departments and insurance
companies to check the speed of autos and trucks on highways, whiles
others are employed in railroad yards to determine the speed of freight
trains while they are being switched. A more recent development con-
sists of installing radar speed meters at street intersections in such
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a way that cars in each traffic lane are counted as they approach and
the traffic lights change automatically according to the volume of
traffic in each thoroughfare.

INDUSTRIAL, SCIENTIFIC, AND MEDICAL EQUIPMENT

As to most everything else, electronics has been a boon to industry,
seience, and medicine. Heating equipment using radio-frequency en-
ergy is now widely employed for the quick heating of products in the
manufacturing process. Welding outfits employ like energy; also
diathermy machines used for therapeutic purposes. Specific fre-
quency bands are provided to absorb their excess radiations and so
keep them from straying into the regular communication channels to
disrupt radio communication locally or many miles distant. As a fur-
ther precaution, certain types of apparatus in this group are approved
by the Commission prior to being manufactured and marketed, thus
curbing potential interference at the source.

ELECTRONIC “GADGETS"

Though not used for communication purposes, there is a grow-
ing sale of electronic “gadgets” for personal and household con-
venience. They range from special stoves which cook food from the
inside out to garage-door-openers and other remote-control devices.
Their technical operation is also governed by rules to prevent radiation
which could play hob with regular radio services.
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Common Carrier Services

REGULATION

The Commission regulates interstate and foreign communication
by telephone and telegraph, whether by wire, cable, or radio. Com-
muntcation which is purely intrastate in character is not, in general,
subject to Commission jurisdiction, but comes under the authority of
state utility commissions.

The Communications Act recognizes two types of carriers—carriers
subject to the act, and “connecting carriers”. The latter do not operate
facilities crossing state or national boundaries nor engage in interstate
or foreign communication except through physical connection with
other non-affiliated carriers. They are exempt from most provisions
of the act which apply to fully subject carriers,

The act requires every subject common carrier to furnish service at
reasonable charges upon reasonable request., No carrier may con-
struct or acquire interstate facilities or discontinue or curtail inter-
state service without Commission approval. All charges, practices,
classifications, and regulations in connection with interstate and for-
eign communication service must be just and reasonable and not un-
justly or unnecessarily discriminatory. Affected common carriers file
tariff schedules which are subject to review and regulation by the
Commission,

The Commission prescribes the forms of records and accounts kept
by these carriers. Under this authority, it has established uniform
systems of accounts for them to follow.

Subject carriers file monthly and annual reports with the Commis-
sion, giving specified financial and operating information, also copies
of contracts with other carriers relating to traffic subject to the act.

The Commission regulates the interlocking of officers and directors
of carriers, it being unlawful for any person to hold office in more
than one carrier unless specifically authorized by the Commission. It
also passes upon applications of domestic telephone and telegraph
carriers for authority to merge or consolidate.

The Commission licenses the operation of common carrier radio
facilities under provisions of the act which require the licensing of
all radio transmitters. This is necessary because radio energy knows

A59964—55-—1 37




REPORT OF THE FEDERAL COMMUNICATIONS COMMISSION 39

During calendar 1954, the industry handled about 186 million aver-
age daily local telephone conversations, while the daily long-distance
calls averaged about 6.8 million. A number of calls were reclassified
from toll to local as a result of the expansion of local exchange areas.
The local and toll call totals increased 3.8 and 5.4 percent, respectively,
after adjusting for these reclassifications. Teletypewriter exchange
calls inereased about 5 percent to reach a total of over 21 million
and private line service revenues rose about 22 percent.

Dial equipment usage expanded for both local and tell calls during
calendar 1954, At its close, 84 percent of Bell telephones and 60 per-
cent of independent company telephones were dial-operated. Bell
cperators were dialing more than one-half of all toll calls directly
to destination, and 3,350 cities and towns were connected to the toll
dialing network, a gain of 900 during the year. The number of large
traffic centers equipped for toll dialing rose to 81. Telephone sub-
scribers in 25 different areas could dial calls directly to 14 large
metropolitan areas, while in New York, San Francisco, Oakland,
and Philadelphia and other areas subscribers could additionally dial
their calls directly to many nearby points. With these subseriber
dialing services came auntomatic accounting equipment to record de-
tails of each call for subsequent billing purposes.

Bell operating revenues reached a new high of $4,784,500,000 for
calendar 1954, an increase of about 8.3 percent over the previous year.
Including all companies, the telephone industry total was approxi-
mately $5,440,000,000. Consolidated net income applicable to Amer-
ican Telephone and Telegraph Company ecapital stock amounted to
$549,931,223, an increase of 14.9 percent over 1933, Earnings per
share increased from $11.71 in 1953 to $11.92 in 1954,

The following table illustrates the expansion of the Bell System:

Year Telephones nggs‘go"k Revenues | Employecs
M) oo 17,483,961 | $4, 701, 177, 364 | $1, 174, 322, 517 275,317
108 oo oo '59, 413, 889 | 11,971, 435, T 039, 664, 218 578, 500
3953 LTI 41,353 483 | 13,050, 232,000 | 4, 416, 729, 614 587, 839
T 43,320,840 | 14, I31, 277,000 | 4 784, 500, 600 575, 436

It will be noted that in 1954 the number of employees reflected a
decrease for the first time in many years.

Setvices and Facilities

Constrution of facilities—The Bell System spent an estimated $1.4
billion for expansion and improvement of facilities during 1954, a
large portion of which went to provide service to new customers with
a smaller portion going for replacing older plant with more modern
facilities. During the same period, the Long Lines Department spent
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a near record $116 million for new plant construction, part of which
went for new toll-dialing facilities together with a 5-percent increase
in the number of interstate toll circuits.

During fiscal 1955 the Commission granted 126 applications involv-
ing estimated expenditures of about $83 million to construct, lease,
acquire, and operate wire and cable facilities in conneciion with inter-
state and foreign telephone service. Included were six authorizations
for acquisition or lease of facilities owned by other companies. The
estimated amounts and cost of wire and cable construction anthorized
by the Commission since 1950 are here shown:

Number i Shoath

Tube miles | Conductor
Fiscal year of Cost miles of | of eoaxial | miles of
projects cable units open wire

141 $13, 230, 678 3590.3 0 3,491
218 45, 795, 686 957.1 2,704 §, 461
323 107, 533, 688 1,388.7 2,972 b, 998
358 89 228 416 1,404.0 5,678 2,006
231 (32 935 R 730,90 G4 1,837
126 82 947, 707 2,669.0 2,375 185

The downward trend in the number of applications during fiscal
1455 vesulted, in part, from a revision in the Commission’s rules under
which carriers may secure continuing authority to undertake small
projects without securing prior specific authority. The revised rules
provide that carriers who use such continuing authority shall file re-
ports semiannually showing the details of the projects undertaken.
For the fiscal year 1955, 226 projects involving estimated gross ex-
penditures of about $900,000 were reported to the Commission.

The Bell System also continued its accelerated microwave construc-
tion program during fiscal 1955. The Commission granted 881
applications involving an estimated expenditure of $27 million to
provide about 22,200 broad hand channel miles for toll telephone and
TV service. At the year’s end, Bell operated about 6.2 million toll
Ltelephone circuit miles over microwave pathways, an increase of about
25 percent during the year. The microwave and coaxial cable systems
were being used to provide about 67,000 channel miles of TV program
circuits.

Independent telephone companies also continued to expand the use
of microwave facilities. The Commission authorized six new systems
with an estimated cost of $364,0668 to provide 4,130 additional tele-
phone toll eireuit miles.

In October of 1954 the Commission authorized the Bell System to
construct and operate twin submarine cables between Port Angeles,
Wash,, and Ketchikan, Alaska, to augment telephone service between
the Un1ted States and Alagka. The project will cost about $13.6
million.
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Curtailment of service~~During fiscal 1955, the Commission
granted 5 applications to discontinue, reduce, or impair telephone
service, including 2 held over from the previous year. Four of these
involved the substitution of 1 carrier for another in providing ex-
change service, while 1 involved an area where service was no longer
required. The Comnnission also dismissed one application where
service was restored after a temporary discontinuance,

Speed of service—The Bell System reported new attainments in
speed of handling toll calls. The average time required for com-
pleting such calls dropped from 1.6 minutes in calendar 1953 to 1.4
minutes in calendar 1954 and 97 percent of all toll calls were com-
pleted while the calling party held the line.

Acgquisitions and consolidations—The Commission received 23 ap-
plications from domestic telephone carriers for authority to acquire
the property of another telephone company. After public hearing,
13 of these were granted, together with 9 held over from the previous
vear. They represented a gross acquisition cost of about $472,000.
Of those pending at the close of the year, initial decisions recom-
mended that three be granted and another be denied. Hearings had
been scheduled on six applications.

Interlocking directorates.—There were 11 applications for author-
ity to hold positions of officer or director of more than 1 domestic
carrier. These applications, together with 1 held over from fiscal
1954, were granted.

Reclassification of companies.—No petitions were submitted by
telephone companies requesting classifications as “connecting carriers”
under section 2 {b) 2 of the act which would render them subject only
to sections 201 through 205 inclusive.

Foreign attochment case—Final decision was still pending in the
case of Hush-A-Phone Corp. et al. v. American Telephone and Tele-
graph Company et al. {Docket 9189), involving the lawfulness of
the foreign attachment provisions of the defendants’ tariffs insofar as
they might be construed to prohibit the use of the Fush-A-Phone
device,

Independent telephone company use of radio—EAffective April 27,
1954, section 2(b} of the Communications Act was amended to pro-
vide that the Commission should not have jurisdiction over any car-
rier engaged in interstate or foreign communication solely through
connection by wire and radio with another carrier located in an ad-
joining State. The language before the amendment had been in terms
of “physical connection”.

In partial justification of the amendment there were allegations
that fear of Commission common carrier jurisdiction had discouraged
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some independent telephone companies from applying for radio facil-
ities. Late in fiscal 1955 the Commission received and granted the
first application from an independent telephone company to use radio
to connect across a state line with another telephone company.

Domestic public land mobile radio service—The number of radio
systems authorized for one-way signaling (radio paging) operafions
increased by 65 percent. At the end of the fiscal year 57 such systems
were licensed and 33 others under construction. Of these, 2 are au-
thorized in Puerto Rico and 1 each in Hawaii and Alaska. Technical
progress was highlighted by the development of a miniaturized selec-
tive-calling pocket-type receiver which is presently undergoing field
tests in the New York City area.

Due to the lack of frequencies to accomiuodate all applicants for
one-way signaling systems, it was necessary to hold comparative hear-
ings for the Buffalo, Pittsburgh, Dayton-Cincinnati, and Cleveland-
Akron areas. An initial decision was issued in the latter case and
final decisions in the others. Final decisions were also made in. coni-
parative hearing cases involving the Long Beach-Los Angeles, New
York City, and Philadelphia areas. A final decision was issued with
respect to one of the parties in the Dallas-Fort Worth case, and the
record reopened for the remaining applicants. TIearing and final
decision resulted in cases involving Hartford, Conn., and Columbus,
Ohio.

The number of miscellaneous (nontelephone company) common car-
rier land mobile radio systems for two-way communication service
increased by 13 percent. As of June 30, 1955, there were 302 such
systems authorized in the United States, Puerto Rico, Alaska, and
Hawaii. A hearing was held on applications to establish a new system
at Anchorage, Alaska. With respect to an application seeking to
renew a construction permit in the Rochester, N. Y., area, which was
authorized for several years but never constructed, a hearing was held
and an initial decision issued denying the application.

In lieu of the usual 2-year license period, the Commission renewed,
for 1 year only, the licenses of 22 miscellaneous common carrier sta-
tions in the Domestic Public Land Mobile Radio Service, advising
them that examination of their annual reports indicated they are not
rendering service to the general public, hence the limited renewal,
during which time they must furnish public service if they are to
qualify for further renewal. In seven other cases, licensees were
warned that the facilities which they are authorized to operate must
be used for rendering public service if favorable consideration is to be
given o any subsequent renewal.

General communications commeon carriers (telephone companies)
expanded the numbeér of land mobile radio systems for 2-way com-
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munications by 12 percent. At the end of the fiscal year there were
280 such systems.

One miscellaneous common carrier at Phoenix, Ariz., and the tele-
phone company in the New York City area were authorized to estab-
lish developmental land mobtile radio systems to be used for develop-
ment of engineering data on the feasibility of splitting present radio
channels in order to permit greater and more efficient use of the radio
spectrum.

A rale-making proceeding {Docket 11435) was instituted looking
toward establishing eligibility of wireline communication common
carriers to obtain licenses in the Power Radio Service for land mobile
radio facilities (on a non-common carrier basis) for use in connection
with construction, maintenance and repair of public communication
facilities. Rule-making proceedings (Docket 10821) instituted dur-
ing the previous year, looking toward adoption of regulations appli-
cable to domestic common carrier radio operations now authorized on
an experimental basis only, have not been finalized.

Rural subscriber and short-haul toll radiotelephone services—
Further growth occurred in these experimental radio services which
are intended to furnish domestic public communication service, on
VHF frequencies, to points where it is impracticable to provide wire-
line communication. The rural subscriber radio stations showed an
increase of 75 percent and the number of short-haul toll radiotelephone
stations increased by 52 percent. As of June 30, 1955, there were,
respectively, 84 and 76 stations in these services.

TV pickup and studio links.—Common carriers continued to pro-
vide program transmission service to TV broadcasters over TV pickup
and studio-transmitter-link microwave radio facilities, At the end of
June 1955, 21 and 33 such authorizations, respectively, were held by
telephone companies.

Community TV antennas—The continued expansion of community
TV antenna systems in the more remote areas brought several requests
by common carriers to construct microwave systems to pick up and
relay programs at points near the TV broadcast station to the areas
served by the community distribution system. Applications propos-
ing eight such micvrowave relay systems were filed during fiscal 1955
and two were granted. Of those pending, two involved projected
service to Rapid City, S. Dak., and a joint hearing was scheduled to
determine whether either or both of the links should be authorized.
Construction permits issued to J. E. Belknap and Associates for
relay service from Memphis, Tenn., to points in Missouri, which were
mentioned in the 1954 report, were allowed to expire by the permittee.
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Rates and Tariffs

Tariff filings.—At the close of the fiscal year tariffs or concurrences
were on file for 389 telephone companies. During the year, 16,465
tariff publications consisting of new or revised tariff pages, supple-
ments, concurrences, revocations or adoption notices were received.
The mobile radio tariffs of most wire telephone companies were with-
drawn during the year following amendment of Section 221 (b) of
the Communications Act, approved April 27, 1954,

Telephone and telegraph priorvities—At the request of the Office
of Defense Mobilization, the Commission drafted a priorty system
applicable to domestic and international common carriers for han-
dling certain classes of urgent telephone and telegraph messages re-
lating to enemy attack, national defense, or natural disaster involving
widespread damage. It was placed in effect on a voluntary basis
by the carriers,

Use of telephone answering devices~-—Pursuant to the Commission’s
decision of May 7, 1954 {Dockets 9883 and 9701), the telephone com-
panies amended their tariffs relating to unauthorized telephone attach-
ments to permit the installation and use of customer-owned automatic
answering devices in places where the use of such devices is authorized
by the local regulatory agency or state commission,

Program transmission rates —On Qctober 1, 1954, the Bell System
established a package rate for video and audio channels for TV trans-
mission, on a monthly contract basis with a minimum daily service
period of 8 hours. Prior to this, video and audio channels were offered
only in separate tariffs, with the charges for video being on an 8-hour
daily basis and charges for audio on a I16-hour daily basis. The
charges for 16-hour daily service under both plans are essentially the
same, Subsequently, on April 1, 1955, charges for Schedule A audio
channels normally used for TV were established on an 8-hour daily
basis.

The Bell companies have not yet established regular tariff rates
and regulations in connection with the transmission of network TV
color programs. They have, however, extended their “Kxperimental
Color Systems” tariff schedules in order to cover color transmissions.
In the meantime, studies are being made by the companies and the
Commission of the cost of furnishing video program transmission
service.

A new classification of TV relay service, designed to meet the needs
of TV broadeasters in remote locations who do not desire or cannot,
afford the high quality service furnished under the regular tariff,
was instituted. The new classification provides for the pick up of
the signal of a TV station and relaying it by microwave facilities to



REPORT OF THE FEDERAL COMMUNICATIONS COMMISSION 45

the customer station for rebroadeast. Savings in costs due to the
off-the-air pickup and the elimination of supervision and monitoring
enable the company to provide this service at a lower rate.

Other Regulatory Matters

Depreciation.—The magnitude of depreciation expense charges dur-
ing any year depends not only on the depreciation rates applied but
on the book costs of depreciable plant facilities in service during that
year. For the year ending December 31, 1954, depreciation expense
charges of the 23 Bell companies amounted to approximately $479,-
300,000, an increase of $38,385,000, or 8.7 percent over 1953, while
the book cost of depreciable plant facilities increased by 8.9 percent.

The Commission’s task of prescribing depreciation rates for tele-
phone companies pursuant to Section 220 (b) of the Comimunications
Act is a continuous one. Recent studies indicate that the long down-
ward trend in depreciation rates may be at an end and that those pre-
viously prescribed should be reviewed.

One reason for this possible change appears to be that, due to the
unexpectedly heavy demand for telephone service following World
War IT, it was necessary for the Bell companies to conserve available
facilities as long as practicable, thereby prolonging service lives. TIn
general, Bell companies have appreciably caught up with the backlog
of held orders for service and production by its subsidiary, Western
Electric Company, has increased to the point where desirable replace-
ments of plant at greater volumes have begun and are expected to
continue for some time. This means shorter service lives than pre-
viously forecast for plant facilities now in service.

Another factor which may justify an increase in depreciation rates
is the removal cost of plant retived. This factor has had an upward
trend since about 1950 coincident with wage increases with no ap-
parent offsetting increase in gross salvage realized.

Bell representatives have indicated that the present dial central
office equupment, including the latest crossbar types, will not realize
service lives as long as previously assumed because of the development
of a fully electronic switching system having no moving parts. This
new system is expected to have important advantages over the present
dial systems, such as substantial econotnies in building space, Jess
costly and improved maintenance, more economical ways of handling
and ticketing long-distance calls, and the ability to store and to hold
a dialed number if the called line is busy and to complete the call
after the line becomes released. Finally, a growing popular demand
for the latest types of telephones, including sets in color, may shorten
the service lives of telephones now in service,

Separation procedures—The procedures used by Bell companies to
separate and apportion their investment and expenses between inter-



46 REPORT OF THE FEDERAL COMMUNICATIONS COMMISSION

state and intrastate operations have been the subject of continuing
study by the Commission and the National Association of Railroad
and Utilities Commissioners (NARUC} representing the state com-
missions, The Commission has before it a proposal of the NARUC for
a revision in the existing separations procedures which, it contends,
will result in a more equitable method of allocated interexchange toll
lines book costs and related expenses,

Bell System Federal income toxes.—Western Electric Company was
included in the consolidated Federal income tax return of the Bell
System for 1954 for the first time in many years. The Bell System
elected for the first time to exclude from consolidated taxable income
‘Western’s profits on sales charged to the plant accounts of the tele-
phone companies parties to the consolidated tax return. This treat-
ment of Western’s profits reduced the consolidated tax liability by ap-
proximately $33.5 million and was recorded so as to reduce the book
cost of telephone plant of the telephone companies by the same
amount. The income tax liability of the telephone companies in future
years will be greater than otherwise because of the decision to exelude
certain of Western’s profits from taxable income., This will result
from lower depreciation deductions being allowed for tax purposes.

Western Electric earnings and prices.—The Commission, in coopera-
tion with the NARUC, continued its review of the prices, earnings,
and costs of Western Electric Company. Data developed are reported
quarterly and annually to the various telephone regulatory commis-
sions in order to assist them in their consideration of Western’s prices
insofar as they affect the revenue requirements of the affiliated Bell
companies,

Pensions and relief—Pension plans of the Bell companies were con-
tinued in effect without change. For the Bell System, including
manufacturing and research activities, pension and other benefits costs
(including Federal taxes for social security benefits) for calendar
1954 amounted to approximately $284 million. This is an increase of
about $12 million over 1953. As of December 31, 1954, the Bell pen-
sion trust funds aggregated about $1,969 million. At the end of 1954,
35,602 retired employees were receiving service pensions.

An examination was completed of the revised actuarial data under-
lying certain of the basic actuarial factors used in developing the serv-
ice pension accrual rates now used by the Bell companies. The report
on this examination ig under consideration. Of particular interest is
the recent upward trend in the rate of earnings on the pension funds
and the tendency of employees to retire at a higher age than assumed.
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The rate of interest assumed for actuarial purposes is 234 percent.
This compares with fund earnings of about 3 percent in 1954.

Uniform systems of accounts—A number of interpretations with
respect to the accounting rules were rendered in letters to various
carriers. Among these were interpretations relating to the inclusion
of standby telephone equipment in operated plant, the appropriate
accounting for certain types of revenue received and amounts received
as reimbursement for special plant installations. A notice of pro-
posed rule making asked for comments as to whether the amounts of
contributions for charitable, educational, social and community wel-
fare purposes should be permitted to be charged to operating expenses.
This matter has not yet been decided.

Restatement of plant accounts on basis of original cost—The ac-
counting for a number of current acquisitions of plant, including some
mergers of small companies, was handled in accordance with the
Commission’s accounting regulations. In addition to accounting for
current acquisitions, final disposition was made of an original cost
item involving three Bell companies which had been under negotia-
tion for a number of years with the companies and the state com-
missions. This resulted in a net charge to the earned surplus of the
3 companies involved of over $1,500,000.

The 1954 report mentioned that final accounting for acquisitions of
private radiotelephone communications systems which the non-
telephone utility or transportation commeon carrier vendors continue
to operate as licensees under lease arrangements was suspended pend-
ing determination of the applicability of original cost accounting. It
has since been decided that acquisition cost accounting may be applied
to these fransactions as well as to certain acquisitions of pole lines
from electric utilities. However, the applicability of original cost
accounting is still under consideration with respect to other acquisi-
tions of plant from certain nontelephone companies where the ac-
quired plant is integrated into the telephone system of the purchaser.

Continuing property records.—Additional reviews and studies were
made of the continuing property records of several Bell companies.
Particular attention has been directed toward the periodie reconcilia-
tions between quantities on the continuing property records and
quantities on the plant engineering and other records. In an effort
to reduce the costs of making reconciliations and to speed up the
reconciliation work, certain of the Bell companies are now using sta-
tistical sampling methods of inventorying plant from plant records.

Internal Revenue Code of 1954—This revised code contains several
new provisions that affect both rate making and accounting for car-
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riers subject to the jurisdiction of the Commission. The most sig-
nificant change relates to computing depreciation charges for income
tax purposes on plant additions since 1953. The declining-balance
method and the sum-of-the-years’ digits method are specifically men-
tioned as permissible for use, as well as any other method or modifica-
tion of the foregoing methods that is approved by the Internal
Revenue Service. The use of any of these methods will result in the
payment of Jower income taxes at least for a number of years in the
future,

Questions have arisen as to the treatment to be accorded such tax
reductions in rate proceedings and how they are to be recorded in
the accounts. These matters have been the subject of study by the
Commission in cooperation with the Depreciation and Accounting
Committees of the NARUC. Final regulations have not as yet been
issued by the Internal Revenue Service and no conclusion has been
reached as to appropriate treatment for regulatory purposes.

NARUC Committee on Depreciation—The Commission’s partici-
pation in the activities of this committee consisted of (&) consulta-
tions and assistance in the preparation of a report, which the
committee presented at the national convention of the NARUC in
November 1954, dealing with the problem of “economic” depreciation
vs. depreciation based on original cost; (&) special studies and devel-
opment of technical data on liberalized depreciation permitted under
the 1954 Internal Revenue Code; and (¢) preparation of technical
sections of a report on liberalized depreciation to be submitted by the
committee at the 1955 NARUC convention.,

NARU(C Committee on Accounts and Statistics—The Commission
continued to cooperate with the committee on a number of account-
ing matters of mutual concern to state and Federal regulatory com-
missions, including completion of proposed accounting systems for
electric, gas, and water utilities and a study of accounting problems
arising from the 1954 Internal Revenue Code. Progress was made
on a joint study, in cooperation with the Bell System, of simplifying
the accounting for telephone station apparatus.

Annual and other reports—The Commission’s rules were amended
to relieve companies controlling smaller communications common car-
riers from filing holding-company annual reports. Only companies
controlling carriers having annual operating revenues in excess of
$2,500,000 are now required to file such reports.

The rules were also amended to eliminate the requirement that
zommunication carriers keep records of franked calls made by em-
ployees from company premises.
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DOMESTIC TELEGRAPH
General

The domestic message telegraph service is provided substantially
by one company, The Western Union Telegraph Company, now in its
105th year. Western Union also owns and operates a substantial
ocean-cable system. Landline telegraph services offered to its users
are, principally, domestic public, press, and Government message
services, a money order service, and private line services.

Although Western Union’s private line business increased sub-
stantially during the fiscal year, to the point where it is the second
largest revenue-producing service offered by that company, the ma-
jority of private line telegraph services available nationwide is fur-
nished by the Bell telephone system. Bell also offers teletypewriter
exchange service (TWX).

Business of the landline telegraph system continued to improve, due
to a full year’s operation under increased rates, to generally good
business conditions, and to increased sales efforts, particularly in the
private line and facsimile telegraph services, Western Union’s
financial position has materially strengthened and, early in 1935, it
adopted a $4 annual dividend rate in contrast with a $3 dividend rate
maintained in the 3 previous years.

Western Union’s gross landline operating revenues for the calendar
year 1954 reached a peak of $209,635,000, although the traffic volume
declined to 152,582,000 messages. In 1958, operating revenues
amounted to $208,578,000 with 162,188,000 messages handled. Tts
systemwide net income for ealendar 1954, including ocean-cable oper-
ations, was $6,471,000, after providing $7,725,000 for Federal income
tax.

The net income for 1954 takes into account a nonrecurring net,
charge of $3,119,000 resulting from a change in the method of account-
ing, to accrue in advance for vacation pay and other employees’ bene-
fits ($6,498,000 gross charges less related Federal income tax reduction
of $3,379,000). However, the section of the Internal Revenue Code
permitting these advance accruals as deductions for tax purposes was
repealed and the 1955 accounts of the company will reflect an increase
in the accrued liability for 1954 Federal income tax by approximately
$3,500,000 with a corresponding reduction in the reserve for accrued
vacations.

The company reported systemwide net income for the calendar
vear 1943 of $14,469,000, after providing $9,417,000 for Federal income
tax. The net income includes a net gain from sales of investments
in subsidiary companies amounting to $6,364,000.
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For the last half of fiscal 1955, Western Union reported gross operat-
ing revenues from landlines operations of $112,967,000, as compared
to $109,473,000 for the first half of fiscal 1955. The message load
increased slightly to a level of 76 million messages or 0.6 percent in
relation to message volume of the previous six months. Systemwide
earnings from current operations for the last half of fiseal 1955
amounted to $6,611,000 after providing $6,006,000 for Federal income
faxes.

During the last months of fiscal 1955, the telegraph company effected
substanial changes in its capital stock and debt structure in order to
facilitate trading on the New York Stock Exchange and broaden
ownership of its stock, to extend the maturity date of a large segment
of debt, and to provide additional funds for continuing expansion of
facilities.

Services and Facilities

Western Union modernization program.—As of the end of calendar
1954, Western Union had expended $59.5 million on its mechanization
and modernization program which was designed to provide cheaper
and more efficient methods of furnishing telegraph service. This
program has resulted in estimated savings of $31 million a year at
1953 expense levels.

The construction of 15 reperforator switching centers, completed in
1950, provides for the automatic and semiautomatic relay of telegrams
between cities and, in general, eliminates manual retransmission at
relay points, thereby providing faster and more efficient service. In
order to obtain the fullest advantages of reperforator switching,
‘Western Union, as of June 30, 1955, had furnished 212 branch offices
in nonreperforator cities with direct cireuit connections to reperforator
switching centers for outgoing traffic and 37 branch offices had been
similarly equipped for handling both outgoing and incoming traffic.
In addition, the company currently is interconnecting tielines of its
larger customers into its reperforator switching centers, thereby
effecting substantial economies and providing faster service.

Telegraph channel mileage in operation as of June 30, 1953, ap-
proximated 3,515,500 miles, including 143,500 miles added during
fiscal 1955, which is more than double the channel mileage at the
end of 1946, Over 80 percent of this channel mileage has been derived
from applying carrier current systems to physical circuit facilities

“or voice frequency channels. Use of carrier equipment enables the
company to obtain up to 20 telegraph channels from one voice fre-
quency channel. Carrier circuits are generally superior to physical
wire circuits with respect to both reliability and stability, Over 72
percent of telegraph channel miles derived from carrier are on voice
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frequency channels leased from the Bell System, and the remainder
are on Western Union-owned facilities.

Since World War IT, Western Union has supplemented wire opera-
tion with the use of its microwave radio beam transmission system
linking Washington, New York, Philadelphia, and Pitisburgh. There
are 124,850 telegraph channel miles in operation on these facilities,
The company has acquired tower sites in various sections of the coun-
try for extension of this system and recently announced plans to
expand it to Cincinnati and Chicago.

Rapid growth has been experienced in the lease of private wire
systems. For instance, Western Union now furnishes over three times
as much private line service as it did in 1944. TFacilities leased to
subscribers for private wire telegraph service increased from 1,493,600
miles in 1954 to 1,763,000 miles in 1955, an increase of 18 percent.

The inst