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FINANCIAL HIGHLIGHTS

Cash from operations

(Record)

     2 5 %  since 2014

$39.3B $ 3 9. 3 B 2 0 1 6

$ 3 5 . 9 B 2 0 1 5

$ 3 1 . 3 B 2 0 1 4

Free cash flow is cash from operations minus capital expenditures of $22.4B in 2016, $20.0B in 2015 and $21.4B in 2014

$16.9B
     7 0 %  since 2014

Free cash flow

$ 16 . 9 B2 0 1 6

$ 9. 9 B

$ 1 5 . 9 B2 0 1 5

2 0 1 4

Capital spending

>$140B
invested between 2012 and 2016 in our  

network, including acquisitions of spectrum  

and wireless operations

$22.4B
capital expenditures in 2016 alone

Reflecting DTV acquisition and growth in video and IP services

$163.8B
Consolidated revenues

1 1 . 6 %

Free cash flow dividend payout ratio 
is dividends of $11.8B divided by free 
cash flow of $16.9B

70%
Free cash flow dividend payout ratio
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TO OUR INVESTORS

I discussed how our strategy and capital allocation 

are moving us forward to achieve this simple 

mission. Our strategy was focused on becoming 

the premier integrated communications company  

in the world, and we have been on a journey to 

design and deploy the world-class wireless, fiber 

and Internet Protocol (IP) networks to make  

that happen.  

In 2015, we significantly enhanced our ability to 

offer an integrated experience by adding DIRECTV 

to our business and becoming one of the largest 

pay-TV providers in the world.  

The scale and strength of DIRECTV’s media 

and entertainment relationships immediately 

opened the door for AT&T to introduce new 

customer experiences and offer robust premium 

entertainment packages seamlessly integrated 

into a terrific mobile experience. For example,  

early last year, our customers were given the  

ability to watch premium DIRECTV entertainment 

on their AT&T mobile devices with unlimited data.  

Shortly after that, we introduced Data Free TV, 

which allowed customers to view all of their 

DIRECTV content on their AT&T mobile devices 

with no data charges.

And in late November, we introduced DIRECTV 

NOW, our game-changing, multi-channel streaming 

video product. DIRECTV NOW offers an elegant 

user interface that’s seamlessly integrated with  

our mobility service at price points the industry 

had never seen before. It clearly struck a chord 

with consumers; in the first month after launch, 

more than 200,000 customers subscribed to the 

service. And we’re just getting started.

In last year’s letter, I explained AT&T’s overriding mission: 
Connect people with their world, everywhere they live, work 
and play, and do it better than anyone else.

>200K
 DIRECTV NOW customer subscriptions  
 in the first month after launch
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A  B O L D  N E X T  S T E P : 
T I M E  W A R N E R

Our customers’ response to these innovative 

services gave us confidence that owning meaningful 

premium content would allow us to innovate faster 

with a single-minded focus on what customers 

really want from their entertainment experience.  

That confidence led us to an agreement last fall  

to acquire one of the world’s best creators of 

premium content — Time Warner. Once we close 

the deal, which we expect to happen before  

year-end, the amazing creative talent and content 

of Warner Bros., HBO and Turner Networks will  

be part of the AT&T family.

Bringing Time Warner’s great content under 

the AT&T umbrella will allow us to expand our 

mission of connecting people with their world. 

We remain intent on being the premier integrated 

communications company in the world, but our 

strategic vision has expanded beyond simple 

connectivity to incorporate premium content 

creation for our customers.  

Looking ahead, our 
strategy is to create 
the best entertainment 
and communications 
experiences in the world.

Combining Time Warner’s premium content with 

our leading customer relationships across mobile, 

TV and broadband networks positions us as a 

global leader in the converging Telecom, Media  

and Technology industry for years to come.

With Time Warner, we intend to disrupt the existing  

linear pay-TV model and innovate with new content,  

addressable advertising and subscription models. 

Disruption requires bold steps, and combining 

AT&T’s scaled distribution with Time Warner’s 

scaled content creation will allow us to drive a level 

of competition, innovation and consumer choice 

the industry and its customers haven’t seen before. 

Beyond its far-reaching customer benefits, the 

Time Warner acquisition will also have significant 

financial benefits. It will be accretive to adjusted 

earnings per share and free cash flow per share 

within a year of close. It diversifies our revenue 

mix, adding higher growth and a nice international 

complement.

And by making us both a provider and a purchaser 

of content, combining with Time Warner also  

gives us an effective hedge against increasing 

content costs in our existing entertainment 

distribution business. 

O U R  S T R A T E G Y

To create the best entertainment and 

communications experiences for our customers, 

we’re committed to steady and consistent 

investment in the following areas: 

Deliver an effortless customer experience
This underpins everything we do. When we design 

products, processes or a user experience, we strive 

to build “effortless” into every touch point. Whether 

a customer is searching for a product, viewing 

content, interacting with customer care or having 

service installed — it must be simple, seamless 
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and effortless. To make effortless a competitive 

advantage requires continuous investment and 

improvement. We made a lot of progress in 2016 

with substantial investments to integrate the 

DIRECTV experience, from billing to customer care 

and provisioning. We still have a long way to go, but 

you can rest assured that significant capital has 

been allocated to this critical strategic priority.

Lead in connectivity and integrated solutions
It all begins with connectivity. Premier network 

assets are the foundation for delivering the 

integrated mobile, video and data solutions our 

customers want. Today, every time our customers 

access their content, we use one or all of the 

following technologies to connect them — wireless 

LTE, Wi-Fi, satellite, IP networks and fiber optics. 

But our customers should neither know nor care 

about any of this. Our job is simply to deliver 

seamless connectivity to every device and sensor 

in their office, car, home — you name it — and 

make sure it is fast, highly secure and reliable.

We continue to invest heavily to make this possible. 

As a result, today we can offer:

• Ubiquitous, mobile, fast and highly secure 

connectivity to nearly 400 million people and 

businesses in the United States and Mexico —  

a seamless, cross-border North American 

network that’s unique in the marketplace. 

• 
• An ultra-fast 100% fiber network marketed to 

nearly 4 million consumer locations across  

46 metros nationwide. 

R A N DA L L  S T E P H E N S O N
Chairman, Chief Executive Officer and President

• High-speed fiber connections to more than  

1.2 million U.S. business locations. 

• Global IP network services that connect 

businesses on 6 continents representing  

99% of the world’s economy.  

• 
• High-speed internet connections to more than 

60 million U.S. customer locations.   

• Highly efficient satellites capable of delivering 

HD and Ultra-HD video covering nearly everyone 

in the United States and Latin America.
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Produce and assemble world-class 
entertainment
Great content wins every time. And that’s what 

we’re all about delivering — wherever, whenever 

and however customers want it. Increasingly, 

they want it on their mobile screens. DIRECTV 

gave us the scale in content relationships that 

we needed to assemble the entertainment for 

our new DIRECTV NOW video streaming service. 

Our Otter Media joint venture with The Chernin 

Group is creating and assembling some of the 

best digital, short-form content around. And Time 

Warner will make us a global leader in producing 

and assembling world-class, premium content. 

By owning great content, we can build truly 

differentiated entertainment services, whether  

it’s traditional TV, mobile or over-the-top. 

Serve our customers globally
Our customers are global and so are we. That’s 

why we continue to invest to ensure that we can 

provide integrated solutions that connect people 

and businesses around the world. We are a leader 

in transforming our network from hardware- to 

software-centric. This software-defined network 

makes it easier for us to offer our products globally. 

Our global focus is why we’re the leader in serving 

multinational businesses. 

Time Warner will also enhance our global 

capabilities with rich content offerings throughout 

the world. Combined with our global presence, we 

expect significant synergies in our Latin American 

mobility and TV businesses.

Operate with an industry-leading cost structure 
We’re focused on building a modern network 

architecture that will provide the highest efficiency 

and productivity in the industry. To make that 

happen, we’re moving forward on a number of 

fronts. The biggest by far is our software-centric 

network transformation, which will allow us to 

deliver the most network traffic at the lowest 

marginal cost in the industry. Additionally,  

we’re streamlining operations, simplifying offers, 

getting the best prices from our supply chain, 

automating customer self-service and making 

more interactions digital to reduce the time it 

takes to provide service. And that’s on top of the 

$2.5 billion in annual synergies we anticipate by 

the end of 2018 from the integration of DIRECTV. 

That includes taking advantage of our scale to 

achieve the industry’s best video content costs,    

as well as efficiencies from streamlining installation 

and customer care. In 2015, we largely eliminated 

subsidized mobile handsets and, as a result,  

achieved record EBITDA service margins in our 

mobility business in 2016.

 

Equip our people for the future
AT&T received a lot of news media attention in 

2016 for the progress we’re making in equipping 

our people with the right skills for the future. 

I am so proud of our employees for their clear 

commitment to adapt to a fast-changing world 

where capabilities must constantly be refreshed. 

As the pace of technological change accelerates, 

our people are adapting as never before. We’re 

using innovative training and building profiles of 

future job requirements to help our employees 

pivot their skills from hardware to software, from 

legacy wireline to mobile and entertainment, and 

from data recorders to data scientists.
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E X E C U T I N G  O U R  S T R A T E G Y

To deliver on our strategy, 
we have organized AT&T 
around our customers.  

Each business unit serves a distinct, growing 

market, but a common thread runs through them 

all — the ability to offer customers integrated 

solutions that are tailored to their needs and 

effortless to use. 

Business Solutions is our largest segment, 

generating $71 billion in revenues in 2016. We 

achieved growth in wireless and strategic business 

services, which now account for nearly 75% of our 

Business Solutions revenues. And we expanded 

our suite of smart solutions such as FlexWare, 

Network on Demand and NetBond — offering our 

customers a new level of control and security in 

how they manage critical business data. We also 

continued to build on our leadership in the Internet 

of Things — from connected cars to smart cities.

Entertainment Group, our next largest segment, 

generated revenues of $51 billion in 2016. As  

I mentioned above, we achieved successful launches 

of our DIRECTV NOW and TV Everywhere offerings, 

and we saw a strong customer response to our 

new Data Free TV offer. We also expanded our 

AT&T FiberSM service and now serve nearly 4 million 

locations across 46 U.S. markets. 

Our U.S. Mobility operations added 6.2 million 

wireless subscribers in a highly competitive market 

and finished the year with an exceptionally low 

postpaid churn rate. We added more than 1.5 million 

prepaid subscribers and grew associated revenues 

by more than 20% for the year.

International revenues were more than $7 billion  

in 2016 and came from our wireless operations in 

Mexico and our pay-TV business throughout Latin 

America. We’re now the fastest-growing wireless 

carrier in Mexico. We finished the year up by more 

than 3.3 million subscribers — an increase of 38%  

from 2015. Our 4G LTE network now covers 78 million 

people in Mexico. And our DIRECTV Latin America 

operations delivered free cash flow improvement 

amidst the region’s challenging macro-economic 

environment. 

C A P I T A L  A L L O C A T I O N 

As I discussed last year, our capital allocation 

approach is very straightforward. And our 

proposed acquisition of Time Warner has not 

changed how we think about it. 

Our first priority continues to be investing  

for growth. 

We operate in a highly capital-intensive industry. 

Leadership and competitive advantage over the 

long term require sustained investment. In fact, 

over the past 5 years, we have invested more than 

$33B
 Consumer Mobility

$71B
 Business Solutions 

$7B
 International 

$51B
 Entertainment GroupRevenues in 2016 
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and political environment in the United States, 

we’re hopeful for meaningful corporate tax reform, 

and we are already seeing signs of streamlining 

and rationalizing stifling regulations imposed 

on our industry. If tax and regulatory reforms 

materialize over the next year, you should expect 

AT&T to accelerate several investments into 2017 

and 2018. 

Our second priority is to provide a consistent 

cash return to our owners through a methodical 

dividend policy. 

L O R I 
L E E 

Senior Executive Vice 
President and Global 

Marketing Officer

J O H N 
S TA N K E Y

Chief Executive Officer  
— AT&T Entertainment  

Group, AT&T Services, Inc.

J O H N 
S T E P H E N S

Senior Executive Vice 
President and Chief 

Financial Officer

R O B E RT 
Q U I N N  J R .

Senior Executive Vice 
President — External 

and Legislative Affairs, 
AT&T Services, Inc.

DAV I D 
M C AT E E  I I

Senior Executive Vice 
President and General 

Counsel

AT&T LEADERSHIP TEAM

J O H N 
D O N OVA N

Chief Strategy Officer 
and Group President  
— AT&T Technology  

and Operations

B I L L 
B L A S E  J R .

Senior Executive Vice 
President — Human 

Resources

DAV I D 
H U N T L E Y

Senior Executive Vice 
President and Chief 
Compliance Officer

T H A D D E U S 
A R R OYO

Chief Executive Officer 
— Business Solutions 

and International

R A N DA L L  
S T E P H E N S O N 
Chairman, Chief 

Executive Officer 
and President

$140 billion, including capital investments in our 

wireless and wireline networks and acquisitions 

of wireless spectrum and operations, to build out 

one of the most advanced wireless, fiber and IP 

networks in the world.  

 

We believe it’s critical to lead in developing new 

technologies to ensure we have the integrated 

products and services that will set us apart and 

give us the lowest cost structure with the greatest 

efficiency and productivity in the industry. We 

expect to remain one of the largest investors in the 

United States. And as we assess the new business 



 AT&T INC. | 7 AT&T  I N C .  | 7

We have increased the quarterly dividend for 

33 consecutive years, and we are proud of that 

achievement. 

In 2014, as we invested significantly to build out our 

wireless, fiber and IP networks, our dividend payout 

as a percentage of cash flows moved above our 

historic average. But in 2015 through 2016, our ratio 

moved back in line with our normal targeted levels, 

as we completed those major investment projects. 

And our Time Warner deal will only enhance our 

dividend coverage ratio.

In a highly capital-intensive industry where the 

ability to invest is a competitive advantage, we 

believe a strong balance sheet and a commitment 

to maintaining strong investment-grade debt is 

critical. That doesn’t change with our Time Warner 

deal. By the end of the first year after we close 

Time Warner, we expect net debt to adjusted 

EBITDA to be in the 2.5x range.

We’re confident that our future cash flows will 

be sufficient to bring our debt levels back into 

our traditional target range by the end of year 4 

after merger close. In fact, for those 4 years, we’re 

planning to use nearly all of our cash flow after 

dividends to pay down debt. 

Historically, we’ve kept our balance sheet strong and 

demonstrated disciplined, systematic investment 

throughout the various business cycles. 

This has enabled us to maintain a market-leading 

position in good times and bad. In fact, through 

the most recent financial crisis, our strong balance 

sheet let us invest at record levels to meet 

customer demand as smartphone usage exploded.

As a result, we came out of the financial crisis with 

one of the highest-quality smartphone customer 

bases in the world and a best-in-class network. 

This is an investment pattern that we have repeated 

time and again. 

As always, our overriding 
priority is to create value  
for you, our shareholders. 

We recognize that how we allocate and invest 

capital is critical to generating that value. To  

that end, we tie most of our executive team’s 

compensation to achieving a targeted return 

on invested capital. You can be certain we are 

motivated and very focused on providing returns 

on your investment. 

F I N A N C I A L  O U T L O O K 

The continued execution of our strategy, combined 

with growing contributions from DIRECTV, our 

operations in Mexico and Latin America, and our 

proposed acquisition of Time Warner, will help us 

continue the strong momentum we had in 2016. 

Last year, we continued to grow revenues, expand  

adjusted operating margins and increase adjusted  

earnings in an increasingly competitive environment. 

33 YEARS
 of consecutive increases in the quarterly dividend
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of the largest employee pension programs around. 

To secure these programs for our employees  

and retirees, over the past 4 years we’ve contributed 

more than $10 billion into our employee pension 

plans, making them among the best-funded plans 

in the United States. It’s all part of our broader 

commitment to invest in America by investing  

in our workforce and supporting good jobs in  

our communities.

These are exciting times at AT&T. Overseeing it all is  

a Board of Directors that brings to the job a diversity 

of backgrounds and talents. They’re hands-on and 

fully engaged — pushing us with tough questions 

and making us better with sound, forward-looking 

advice. And they’ve reviewed and approved our 

strategy, including our Time Warner decision.

I can assure you that our employee team will 

continue to deliver the kind of strong execution 

you’ve come to expect. I couldn’t be more thankful 

for their efforts. And I couldn’t be more grateful  

to you for your continued confidence in AT&T.

Sincerely,

R A N D A L L  S T E P H E N S O N

Chairman, Chief Executive Officer and President 

February 8, 2017

We also achieved strong free cash flow as we 

continued to invest for growth and return value  

to shareholders.

In 2017, we expect that our strategy will help us  

deliver continued revenue growth, adjusted earnings 

per share growth and operating margin expansion.

What you won’t see us do is let a focus on short-

term results keep us from investing in growth.  

Our financial outlook may change should we 

identify opportunities that require investment 

above what we anticipate today. But we remain 

a company that’s not afraid to take the long-

term view of our business, as our Time Warner 

acquisition demonstrates.

Above all, we’re committed to sustaining the  

long-term health of our business so we can deliver 

above-market returns to our owners, as we did  

in 2016. 

O U R  T E A M

All that we accomplished in 2016 was only possible 

because of our people. They are not only a workforce 

for today, but also for tomorrow. In addition to 

serving current customer needs, they’re taking 

advantage of training and re-skilling opportunities 

to help them prepare for the jobs of tomorrow.

We know of no other company that’s retraining its 

employees on such a large scale. We’re preparing 

our team for the future in another important 

way, as well. And that’s providing employees with 

the financial literacy and financial planning tools 

to help them achieve a secure retirement. We’re 

committed to doing our part, too. We have one  

>$10B
 Contributions over the past 4 years  
 to employee pension plans
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I N V E S TO R  R E L AT I O N S

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

I N D E P E N D E N T  AU D I TO R

Ernst & Young LLP 
2323 Victory Ave., Suite 2000 
Dallas, TX 75219

C O R P O R AT E  O F F I C E S  A N D 
N O N - S TO C K H O L D E R  I N Q U I R I E S

AT&T Inc. 
208 S. Akard St. 
Dallas, TX 75202 
210-821-4105

Annual Report printed on paper 
containing 10% post-consumer  
recycled content

TO L L - F R E E  S TO C K H O L D E R  
H OT L I N E

Call us at 1-800-351-7221 between  
8 a.m. and 7 p.m. Central time,  
Monday through Friday 
(TDD 1-888-403-9700) for help with:

 Common stock account inquiries

 

 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.)

W R I T T E N  S TO C K H O L D E R  
R E Q U E S T S

Please mail all account inquiries and  
other requests for assistance regarding 
your stock ownership to:

 AT&T Inc. 
 c/o Computershare Trust 
  Company, N.A. 
 P.O. Box 43078 
 Providence, RI 02940-3078

You may also reach the transfer agent  
for AT&T Inc. at att@computershare.com  
or visit the website at  
www.computershare.com/att 

© 2017 AT&T Intellectual Property. All rights 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. 

© 2017 Turner Broadcasting System, Inc. A Time Warner Company. All Rights Reserved. HBO® and related channels and service marks are the   
 property of Home Box Office, Inc. 

© 2017 Telepictures Productions Inc. In partnership with Warner Bros. Entertainment.

F E AT U R E D  O N  T H E  F R O N T  C OV E R

Media images, courtesy of their respective owners, top left to bottom right  
Rogue, The Big Bang Theory, Kingdom, Bridge of Spies, Taylor Swift, Conan O’Brien, The Rich Eisen Show, Batman vs. Superman: Dawn  
of Justice, Game of Thrones®, available with an HBO® subscription, NHL Center Ice, The Ellen DeGeneres Show, NFL SUNDAY TICKET®.

STOCKHOLDER INFORMATION

D I R E C T S E RV I C E  I N V E S T M E N T 
P R O G R A M

The DirectSERVICE Investment Program 
for Stockholders of AT&T Inc. is sponsored 
and administered by Computershare 
Trust Company, N.A. The program allows  
current stockholders to reinvest dividends, 
purchase additional AT&T Inc. stock or 
enroll in an individual retirement account. 
For more information, call 1-800-351-7221.

S TO C K  T R A D I N G  I N FO R M AT I O N

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

I N FO R M AT I O N  O N  T H E 
I N T E R N E T

Information about AT&T Inc. is available 
on the internet at www.att.com

A N N UA L  M E E T I N G

The annual meeting of stockholders  
will be held at 9 a.m. local time Friday, 
April 28, 2017, at:

 Dallas City Performance Hall 
 2520 Flora Street 
 Dallas, TX 75201

S E C  F I L I N G S

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