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NOTE 13. STOCKHOLDERS’ EQUITY

From time to time, we repurchase shares of common stock 
for distribution through our employee benefit plans or in 
connection with certain acquisitions. In December 2007, 
the Board of Directors authorized the repurchase of up to 
400 million shares of our common stock. This authorization 
replaced previous authorizations and will expire on 
December 31, 2009. As of December 31, 2007, we had not 
repurchased any shares under this program. 

NOTE 14. ADDITIONAL FINANCIAL INFORMATION

 December 31,

Balance Sheets 2007 2006

Accounts payable and accrued liabilities:
 Accounts payable $ 7,059 $ 6,919
 Accrued rents and other 4,321 3,957
 Accrued payroll and commissions 3,419 3,974
 Deferred directory revenue 2,348 1,721
 Accrued interest 1,149 915
 Compensated future absences 637 759
 Current portion of employee 
  benefit obligation 249 973
 Other 2,217 2,888

Total accounts payable and 
 accrued liabilities $21,399 $22,106 

Deferred compensation (included in 
 Other noncurrent liabilities) $ 2,141 $ 2,064 

Statements of Income 2007 2006 2005

Advertising expense $3,430 $1,530 $  812 

Interest expense incurred $3,678 $1,916 $1,492
Capitalized interest (171) (73) (36)

Total interest expense $3,507 $1,843 $1,456 

Statements of Cash Flows 2007 2006 2005

Cash paid during the year for:
 Interest $3,445 $1,666 $1,395
 Income taxes, net of refunds 4,013 2,777 2,038 

Statements of Stockholders’ Equity 2007 2006 2005

Accumulated other comprehensive 
 income (loss) is comprised of 
 the following components, net 
 of taxes, at December 31:
  Foreign currency translation 
   adjustment $(469) $  (488) $(505)
  Unrealized gains on securities 375 345 340
  Unrealized (losses) on 
   cash flow hedges (226) (172) (189)
  Defined benefit 
   postretirement plan (59) (4,999) —
  Other (1) — (2)

Accumulated other 
  comprehensive (loss) $(380) $(5,314) $(356) 

No customer accounted for more than 10% of consolidated 
revenues in 2007, 2006 or 2005.

NOTE 15. TRANSACTIONS WITH AT&T MOBILITY

Prior to our December 29, 2006 acquisition of BellSouth (see 
Note 2), we and BellSouth, the two owners of AT&T Mobility, 
each made a subordinated loan to AT&T Mobility (shareholder 
loans) and entered into a revolving credit agreement with 
AT&T Mobility to provide short-term financing for operations. 
Following the BellSouth acquisition both our shareholder loan 
and revolving credit agreement with AT&T Mobility were 
consolidated and do not appear on our consolidated balance 
sheets at December 31, 2007 and 2006. The shareholder loan 
carries an annual 6.0% interest rate and we earned interest 
income on this loan of $246 during 2006 and $311 in 2005. 

Prior to our BellSouth acquisition, we generated revenues 
of $1,466 in 2006 and $869 in 2005 for services sold to AT&T 
Mobility. These revenues were primarily from access and 
long-distance services sold to AT&T Mobility on a wholesale 
basis and commissions revenue related to customers added 
through AT&T sales sources. 

NOTE 16. CONTINGENT LIABILITIES 

In addition to issues specifically discussed elsewhere, we are 
party to numerous lawsuits, regulatory proceedings and 
other matters arising in the ordinary course of business. 
In accordance with Statement of Financial Accounting 
Standards No. 5, “Accounting for Contingencies,” in evaluating 
these matters on an ongoing basis, we take into account 
amounts already accrued on the balance sheet. In our opinion, 
although the outcomes of these proceedings are uncertain, 
they should not have a material adverse effect on our 
financial position, results of operations or cash flows.

We have contractual obligations to purchase certain 
goods or services from various other parties. Our purchase 
obligations are expected to be approximately $2,461 in 
2008, $2,237 in total for 2009 and 2010, $1,197 in total for 
2011 and 2012 and $471 in total for years thereafter. 
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NOTE 17. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

The following table represents our quarterly financial results:

 Stock Price
 Total   Basic Diluted 
Calendar Operating Operating Net Earnings Earnings 
Quarter Revenues Income Income Per Share1 Per Share1 High Low Close

2007
First $ 28,969 $ 4,664 $ 2,848 $0.46 $0.45 $39.86 $33.20 $39.43
Second 29,478 4,944 2,904 0.47 0.47 41.54 38.38 41.50
Third 30,132 5,304 3,063 0.50 0.50 42.97 36.53 42.31
Fourth 30,349 5,492 3,136 0.52 0.51 42.79 36.25 41.56

Annual $118,928 $20,404 $11,951 1.95 1.94 

2006
First $  15,756 $  2,191 $  1,445 $  0.37 $  0.37 $  28.82 $  24.24 $  27.04
Second 15,770 2,604 1,808 0.47 0.46 28.03 24.72 27.89
Third 15,638 2,917 2,165 0.56 0.56 33.76 26.35 32.56
Fourth 15,891 2,576 1,938 0.50 0.50 36.21 31.57 35.75

Annual $  63,055 $ 10,288 $  7,356 1.89 1.89 
1 Quarterly earnings per share impacts may not add to full-year earnings per share impacts due to the difference in weighted-average shares for the quarters versus the weighted-average 
shares for the year.
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Report of Management
 

The consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles. 
The integrity and objectivity of the data in these financial statements, including estimates and judgments relating to matters 
not concluded by year-end, are the responsibility of management, as is all other information included in the Annual Report, 
unless otherwise indicated.

The financial statements of AT&T Inc. (AT&T) have been audited by Ernst & Young LLP, Independent Registered Public Accounting 
Firm. Management has made available to Ernst & Young LLP all of AT&T’s financial records and related data, as well as the minutes 
of stockholders’ and directors’ meetings. Furthermore, management believes that all representations made to Ernst & Young LLP 
during its audit were valid and appropriate.

Management maintains disclosure controls and procedures that are designed to ensure that information required to be dis-
closed by AT&T is recorded, processed, summarized, accumulated and communicated to its management, including its principal 
executive and principal financial officers, to allow timely decisions regarding required disclosure, and reported within the time 
periods specified by the Securities and Exchange Commission’s rules and forms.

Management also seeks to ensure the objectivity and integrity of its financial data by the careful selection of its managers, 
by organizational arrangements that provide an appropriate division of responsibility and by communication programs aimed 
at ensuring that its policies, standards and managerial authorities are understood throughout the organization. 

The Audit Committee of the Board of Directors meets periodically with management, the internal auditors and the independent 
auditors to review the manner in which they are performing their respective responsibilities and to discuss auditing, internal 
accounting controls and financial reporting matters. Both the internal auditors and the independent auditors periodically meet 
alone with the Audit Committee and have access to the Audit Committee at any time. 

Assessment of Internal Control
The management of AT&T is responsible for establishing and maintaining adequate internal control over financial reporting, as 
defined in Rule 13a-15(f) or 15d-15(f) under the Securities Exchange Act of 1934. AT&T’s internal control system was designed 
to provide reasonable assurance to the company’s management and Board of Directors regarding the preparation and fair 
presentation of published financial statements.

AT&T management assessed the effectiveness of the company’s internal control over financial reporting as of December 31, 2007. 
In making this assessment, it used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway 
Commission (COSO) in Internal Control – Integrated Framework. Based on its assessment, AT&T management believes that, 
as of December 31, 2007, the Company’s internal control over financial reporting is effective based on those criteria.

Ernst & Young LLP, the independent registered public accounting firm that audited the financial statements included in this 
Annual Report, has issued an attestation report on the company’s internal control over financial reporting. The attestation report 
is included on Page 82.

Randall Stephenson  Richard G. Lindner
Chairman of the Board, Senior Executive Vice President and
Chief Executive Officer and President Chief Financial Officer 
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