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To our investors

Fast, secure and mobile connectivity to
everything on the Internet - everywhere, at
every momentand on every device - is what
drives us at AT&T. Itis why we build wireless
and wired networks engineered to handle
massive volumes. And the more capacity and
speed we build into our networks, the more
intensively and creatively our customers

use them. Today, our customers are taking
advantage of these networks, streaming
video to all of their devices at unprecedented
levels. In fact, today more than 50 percent of
our network traffic is video.

The byproduct of our investments in these
advanced networks has been rapid innovation
across the entire technology ecosystem -
software services, cloud computing, mobile
apps and connected devices. All of this is
changing how people live, how businesses
run and how economies grow.
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Randall Stephenson
Chairman, Chief Executive Officer
and President

But these investments are also changing
AT&T into a vastly different company with
unique capabilities serving new markets
that will further differentiate us from our
competitors. Over the past several years,
we have taken several steps to position
AT&T for the future, while rewarding you,
our shareholders, with solid returns.

Watch Works

How AT&T helped Timex,
Qualcomm and Synchronoss
create the ultimaterunner’s
smartwatch

Visit att.com/AR-wearables for more information


http://www.att.com/AR-wearables
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A premier network experience

It all begins with delivering a premier
network experience. From 2012 to 2014,

we substantially completed our VIP network
upgrade plan, investing at historic levels.
Theresultis acombination of wireless, wired
and - with DIRECTYV - satellite networks

that handle unmatched volumes of traffic,
principally video.

We now cover more than 300 million people
in the United States with our LTE mobile
service; along the way, we re-engineered our
network so that it now delivers the strongest
LTE signalin the United States.' We deployed
wired high-speed Internet service to 57 million
customer locations. And we now have high-
speed fiber connections to more than 1 million
U.S. businesslocations, including those
added through Project VIP. Between now
and 2020, we expect the vast majority

of wireline customers to transition to our
most advanced network technology and,

in the process, significantly reduce our
operating costs.

Staying ahead of our customers’ growing
demand for mobile Internet service,
particularly video entertainment, requires
access to significant wireless radio spectrum.
Over the past year, we made several

spectrum investments - highlighted by our
Leap Wireless acquisitionin 2014 and the
$18.2 billion we committed to invest earlier
this year in a government auction to acquire
anear-nationwide block of high-quality
spectrum. Why was this important?

Over the last eight years,
mobile data traffic on our
wireless network increased
100,000 percent —driven
by people downloading and
sharing videos.

Less visible to customers today, but
fundamental to how we’ll serve them and
stay ahead of the escalating capacity
demands created by video, is the work we're
doing to virtualize more and more of our
core network functions. This means we're
putting software rather than hardware at the
center of our network and IT infrastructure.
The advantages of this shift to software

are game changing - dramatically lowering
our costs, accelerating the rollout of new
services and giving greater control to

our customers.



Expanding our video business

Earlier, | pointed out that video is driving
huge increases in network traffic. That’s no
surprise when you consider that customers
want their video on every screen, whetherit’s
traditional pay TV service, video streamed
over an Internet connection orvideotoa
mobile device. So, in addition to our network
investments, we've been assembling the
other pieces needed to lead in delivering
video when, where and how customers
wantit.

Our acquisition of DIRECTV, which we expect
to complete in the first half of 2015, will make
us the world’s largest pay TV provider, giving
us nationwide reach in the United States,
plus 11 Latin American countries. DIRECTV’s
premier TV service significantly improves
the economics and expands the geographic
reach of our current TV business. The
acquisition places usin the best position

to provide customers with integrated
packages of TV, mobile and high-speed
Internet services.

DIRECTV will also provide us with the best
content-owner relationshipsin the industry.
These relationships are critical to being able
to deliver premium content across multiple
screens, particularly mobile devices, to
meet consumers’ future video viewing and
programming preferences. Getting more
content to more screens is also the aim of
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our Otter Media joint venture with The
Chernin Group, whichis building new digital
video brands and online services.

DIRECTV’s superior quality and profitable
nationwide TV service make it economically
attractive to significantly expand our high-
speed Internet service to a total of 70 million
customer locations, because people like to
buy TV and Internet service together.

Not only does DIRECTV perfectly
complement our existing business, it
significantly diversifies our revenue mix
and is expected to be accretive within
ayear after close on a free cash flow per
share and adjusted EPS basis.

Expanding our mobile network to Mexico

We believe that the model in the United States,
with exploding demand for mobile Internet
service and all the associated economic
benefits, will be repeated around the world

iBienvenidos, México!

AT&T is expanding into Latin
America...and bringing the mobile <= .
Internetrevolution to Mexico

Visit att.com/AR-mexico for more information


http://www.att.com/AR-mexico

4 AT&T INC. | 2014 Annual Report

A new kind of company

as companies invest in high-speed mobile By the end of 2015, once we close our
networks. That belief has us searching for DIRECTV and Nextel Mexico acquisitions,
opportunities to invest in wireless outside we will be a very different company. Our
the U.S. where the regulatory, investment revenue mix will be much more diversified,
and economic climateisright. and our ability to integrate products and
services will set us apart from competitors.
We believe that environment now existsin Our revenues will come from four areas:
Mexico. Recent changesin Mexico’s legal
and regulatory framework have made it very - Business services (wireless and wired)
attractive for a new entrant. We closed our will be our largest revenue stream
lusacellacquisitionin early 2015 and expect . US. consumer TV and Internet service
to complete our Nextel Mexico deal by mid- will be second

year. Once we do, we'll move quickly to build a . . )
« U.S. consumer mobility will be third,

world-class mobile business in a country with o
comprising about 20 percent of

astrong economic outlook, a growing middle

, totalrevenues
classand close trade, cultural and geographic
ties to the United States. - Mexico and Latin American TV and
mobility will be our smallest but
we'llbe able to offer customers the first-ever fastest-growing area
North American Mobile Service area - one
seamless network that will cover more than Welike that mixa lot. Not only willamore
400 million people and businesses in the diversified mix of services, customers and
United States and Mexico. For families and geographies make us much less dependent
businesses that span the border, AT&T will onthe U.S. consumer wireless market, we'll
be the only company with an advanced be anew breed of company - one that will
mobile network - built for video - across redefine what a communications company
both countries. isand what it does.
We will be a company with the ability to
NORTH AMERICAN MOBILE SERVICE AREA deliver video to any device. We will be able
TO COVER to deliver integrated capabilities across a

MORE THAN diversified base of services, customers,

, geographies and technology platforms that
\‘-' 4 O O M are mobile, fast and highly secure. We will

have a path to profitable TV growth. And we

PEOPLE AND
BUSINESSES will have a nice set of growing Latin American

businesses positioned well in video and the
mobile Internet.
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DIVERSIFYING OUR REVENUES

By the end of 2015, AT&T expectsits largest revenue
stream will be business (wired and wireless)

® Business

@ Mobility the Internet. This decision helped unleash

® Consumer nearly two decades of amazing innovation
rooted in equally amazing levels of investment.
Now, in a major reversal, administration
officials are proposing aradically different
formula thatincludes end-to-end regulation

® Business

(Wired/Wireless) of the Internet.

EOY ® ;Z?ﬁmer For several years now, we've endorsed the
ity L .
2015 principles of net neutrality. We agreed to
® U.S.Video & them when the FCC first established net
EXPECTED Broadband . . .
neutrality rulesin 2010. We also agreed with
International the set of net neutrality principles laid out

Video &Mobility by President Obama last fall. We still do. But

key policymakersin the administration and
atthe FCC are now going well beyond any

] previous concept of net neutrality. They are
Regulation that looks forward, not back : .
attempting to regulate the entire Internet
under an arcane law called Title Il that was
writtenin 1934 to regulate the rotary dial
telephone. We feel this antiquated approach
willdamage investment and damage the

Internetitself. | won’t belabor the point here,

The historicinvestments that catapulted
America to global leadership in the mobile
Internet and high-tech innovation were
the direct result of deliberate and wise
government policy. Since the Clinton
administration, policymakers have agreed,
on a bipartisan basis, that light-touch

but you will see us continue to aggressively
make the case to policymakers — and, if
necessary, to the courts — thatthe FCC’s
regulationwas the properapproach for proposed Title Il regulation of the entire
Internetis at best a solutionin search

of aproblem and at worst a threat to the
United States’ continued global leadership

in technology and innovation.
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Financial results built on strength

It's taken a tremendous amount of your
capital to strengthen our premier network
and lay the groundwork for our future -
nearly $140 billion over the past six years 2
We've been able to invest
at this level because we

have one of the strongest

balance sheets of any major

U.S. telecom company.

And it’s paid off with our having what | would

argueis the premier network - not justin
the U.S., butin the world. Now that we’ve
met our significant network transformation

goals ahead of schedule, going forward you

can expectus toreturntonormal capital
expenditure levels.

Network of the Future

Hear how AT&T is leading the
mobile Internetrevolution and
building the premier network to
meet demand for mobile data

Visit att.com/AR-premiernetwork for more information

Lastyear, we grew revenues to $132.4 billion,
grew adjusted earnings per share to $2.51,
generated $31.3 billion in cash from
operations and realized $8.1 billion more
from selling non-strategic assets. In addition
to investments in future growth, we also
increased our quarterly dividend for the 31
consecutive year, and returned more than
$11 billion directly to shareowners through
dividends and share repurchases.

This kind of financial strength that allows us
toinvestin the future while returning value to
you will continue to be a hallmark of AT&T.

Looking ahead, I'm more confident than
ever that we have theright team and the
right strategy to define the future, just as we
have shaped the past. As we execute that
vision, | want to thank you, as always, for your
continued confidence in AT&T.

Sincerely,

Tt E oo

Randall Stephenson

Chairman, Chief Executive Officer
and President

February 10,2015


http://www.att.com/AR-premiernetwork

Financial Highlights

RAMPING REVENUE GROWTH

AT&T'’s full-year consolidated revenues grew
more than 3 percent, adjusting for the sale of
Connecticut wireline properties

2014 ADJUSTED REVENUES

$131.6B

2013: $127.6B

Aa3.1%

Adjusted YOY Growth

SOLID BUSINESS REVENUE GROWTH

Total 2014 revenues from business
customers, including wireless and wireline,
were $71.9 billion and grew 4.0 percent,

with fourth-quarter revenues up 5.8 percent

BUSINESS SOLUTIONS REVENUES

$71.9B

2013:$69.1B

a4.0%

YOY Growth

WIRELINE GROWTH DRIVERS
TOP MORE THAN $25 BILLION
IN ANNUALIZED REVENUES

AT&T U-verse and strategic business
services combined for more than $25 billion
inannualized revenues by the end of 2014,
and both are growing in the double digits,
adjusting for the sale of our Connecticut
wireline properties

U-VERSE

$14.5B

Total Adjusted Revenues

STRATEGIC BUSINESS SERVICES

$9.7B

Total Adjusted Revenues

A 24.8%

Adjusted YOY Growth

a14.4%

Adjusted YOY Growth



Additional Highlights

WIRELESS: STRONG CUSTOMER GROWTH
In 2014, AT&T delivered the company’s best-ever
full-year postpaid churn and added nearly twice as

many postpaid subscribersasitdidin 2013
TOTAL WORLDWIDE VIDEO SUBSCRIBERS
AFTERDIRECTV CLOSES3 1 O 4‘%
. (0)

BEST-EVER WIRELESS POSTPAID CHURN

1.09%
1.04%

BUSINESS CUSTOMERS
REPRESENTED 2012 2013 2014
54.3%
OF OUR TOTAL 2 X
= POSTPAID NET ADDS UP NEARLY
(WIRELESS & WIRELINE)

2012 1,438k

I

2013 1,776k

—

2014 3,290k

L

5 QB 100%
ﬁ' . ﬁ OF THE FORTUNE1,000 CASH FROM OPERATIONS >$3OB

ﬁ FOR8 STRAIGHT YEARS

WE SERVE




Stockholder Information

Toll-Free Stockholder Hotline

Callusat1-800-351-7221between
8a.m.and 7 p.m. Central time, Monday
through Friday (TDD 1-888-403-9700)
forhelp with:

- Common stock accountinquiries

«Requests for assistance with your
common stock account, including
stock transfers

« Information on The DirectSERVICE™
Investment Program for Stockholders
of AT&T Inc. (sponsored and
administered by Computershare
Trust Company, N.A))

Written Stockholder Requests

Please mail allaccountinquiries
and otherrequests for assistance
regarding your stock ownership to:

AT&T Inc.
c/o Computershare
Trust Company, N.A.
P.O.Box 43078
Providence, RI02940-3078

Youmay alsoreach the transfer
agent for AT&T Inc. at
att@computershare.com
orvisitthe website at
www.computershare.com/att

DirectSERVICE
Investment Program

The DirectSERVICE Investment
Program for Stockholders of AT&T
Inc.issponsored and administered
by Computershare Trust Company,
N.A. The programallows current
stockholders toreinvest dividends,
purchase additional AT&T Inc.stock
orenrollinanindividual retirement
account. For more information,
call1-800-351-7221.

Stock Trading Information

AT&T Inc.is listed on the New York
Stock Exchange. Ticker symbol: T

Information on the Internet

Information about AT&T Inc.
isavailable onthe Internet
atwww.att.com

Annual Meeting

The annual meeting of stockholders
willbe heldat 9 a.m.local time Friday,
April 24,2015, at:

DoubleTree by Hilton Hotel
Spokane City Center
Grand Ballroom

322 N.Spokane Falls Ct.
Spokane, WA 99201

SECFilings

AT&T Inc.’s U.S. Securities and
Exchange Commission filings,
including the latest Form 10-K
and Proxy Statement, are
available on our website at
www.att.com/investor.relations

Investor Relations

Securities analysts and other
members of the professional
financial community may
contactthe Investor Relations
staff aslisted on our website at
www.att.com/investor.relations

Independent Auditor
Ernst&YoungLLP

2323 Victory Ave., Suite 2000
Dallas, TX 75219

Corporate Offices and
Non-Stockholder Inquiries
AT&T Inc.

208 S. Akard St.

Dallas, TX75202
210-821-4105

© 2015 AT&T Intellectual Property. Allrights reserved. AT&T, the AT&T logo and all other
marks contained herein are trademarks of AT&T Intellectual Property and/or AT&T
affiliated companies. All brands, product names, company names, trademarks and

service marks are the properties of their respective owners.
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Signal strength claim based on nationwide carriers’ LTE. Signal strength claim based

ONLY onavg.LTE signal strength. LTE not available everywhere.

n

spectrum and operations.

w

Total 2009-2014 investmentincluding capital investments and acquisitions of wireless

Includes AT&T’s 5.9 million U-verse video subscribers as of December 31,2014 and

DIRECTV’s 39.1 million subscribersinthe U.S.and Latin America as of September 30,
2014, including subscribers of Sky Mexico, in which DIRECTV holds a minority stake.
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