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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549

FORM 10-0Q/A

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2001
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

FOR THE TRANSITION PERIOD FROM TO
COMMISSION FILE NUMBER 1-1105

AT&T CORP.

A NEW YORK CORPORATION I.R.S. EMPLOYER NO. 13-4924710

32 AVENUE OF THE AMERICAS, NEW YORK, NEW YORK 10013-2412
TELEPHONE —-- AREA CODE 212-387-5400
Indicate by check mark whether the registrant (1) has filed all reports

required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the

registrant was required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days.
Yes [X] No [ ]

At April 30, 2001, the following shares of stock were outstanding:

AT&T common stock —-- 3,746,483,877 shares

Liberty Media Group Class A common stock -- 2,375,751,504 shares
Liberty Media Group Class B common stock —-- 212,045,288 shares
AT&T Wireless Group common stock —— 363,392,125 shares

PART I —-- FINANCIAL INFORMATION
AT&T CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(DOLLARS IN MILLIONS EXCEPT PER SHARE AMOUNTS)
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(UNAUDITED)
FOR THE THREE
MONTHS ENDED
MARCH 31,
2001 2000
ROV NI s v v v v et e et e ettt e et e et tee e eeeeeeeeeeeeneeeeeeas $16,763 $15,901
Operating Expenses
Costs of services and products (excluding depreciation of
$1,540 and $1,178 included below) ... vi i i it innennn. 4,837 3,915
Access and other connection. ......u ittt teeeneennnnn 3,286 3,588
Selling, general and administrative............ ... 3,868 3,289
Depreciation and other amortization...............ccciie.... 2,141 1,566
Amortization of goodwill, franchise costs and other
purchased intangibles. ... ...ttt enneneenns 846 368
Net restructuring and other charges.......... ... 808 773
Total Operating EXPENSE S .t v v v vttt ittt ettt eeeeeeeeeenneenns 15,786 13,499
Operating InCOmME. . i vttt ittt e et e e ettt ettt eaaeeeeeen 977 2,402
Other (eXPensSe) 1NCOME. ... i i it ittt ittt ettt eaneeeeees (781) 668
TNt EresSt EXPENS . i ittt ettt ettt ettt et et 969 589
Income before income taxes, minority interest, (losses)
earnings from equity investments and cumulative effect of
acCcoUNting Change . .o i ittt ittt ettt et ettt eeeeeeeeeennn (773) 2,481
Provision for income taXesS.......eetiiiiiiiniiieeeeinennnnas 292 509
Minority interest 1ncome (EXPEeNSE) .. viv ittt eeeeeeeennnnens 650 (44)
Equity (losses) earnings from Liberty Media Group........... (697) 942
Net losses from other equity investments.................... 136 187
(Losses) income before cumulative effect of accounting
[0 2 = 1'a Y 1O (1,248) 2,683
Cumulative effect of accounting change -- net of income
taxes Of S07 8. ittt e e e e e 904 -
Net (1OSSES) INCOME . v v ittt et e et ettt ettt ettt ettt eeeeeeanenn (344) 2,683
Dividend requirements of preferred stock.................... 181 -
Net (losses) income available to common shareowners......... S (525) S 2,683
AT&T Common Stock Group —-—- per basic share:
(Losses) earnings —- before cumulative effect of accounting
[0 0= o ¥ 1 S (0.19) $ 0.55
Cumulative effect of accounting change...................... 0.09 -
AT&T Common Stock Group (losses) earningsS.......eeeeeeeeee.. S (0.10) $ 0.55
AT&T Common Stock Group —-- per diluted share:
(Losses) earnings —- before cumulative effect of accounting
[0 0= o ¥ 1 S (0.19) S 0.54
Cumulative effect of accounting change...................... 0.09 -
AT&T Common Stock Group (losses) earningsS........eeeeeeeee.. S (0.10) S 0.54
Dividends declared. ... ...ttt ettt et $0.0375 $ 0.22
AT&T Wireless Group —- per basic and diluted share:
AT&T Wireless GroUP 1OSSES . ettt eneeenneeeeeeneeeennanneees $ 0.02 $ -
Liberty Media Group —-- per basic and diluted share:
(Losses) earnings —- before cumulative effect of accounting
[0 0= o ¥ 1 S (0.27) S 0.37
Cumulative effect of accounting change...................... 0.21 -
Liberty Media Group (losses) €arNingsS......eeeeeeeeeeeenennnns S (0.06) S 0.37

See Notes to Consolidated Financial Statements
1
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AT&T CORP. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(DOLLARS IN MILLIONS)
(UNAUDITED)

ASSETS

Cash and cash equivalents......c. ittt eeenneneenns
Receivables, less allowances of $1,373 and $1,379...........
Other receivables. ...ttt ittt e e et e ettt e
I 0 VA S 1= o L A
Deferred InCOmMEe £aXeS . i i ittt ii e ettt eeeeeeeeeeaneeeeenns
Other cUrrent asSSel S . . ittt ittt ittt ettt eaaeeaeens
TOTAL CURRENT ASSE T S . i i ittt it ettt ettt e eeeeseeseeassassasseas
Property, plant and equipment, net of accumulated

depreciation of $34,239 and $32,87 1. ..t iititinnnneeeeennnn

Franchise costs, net of accumulated amortization of $1,921

ANA SL, 0064 . i it e e e e e e e ettt e e

Licensing costs, net of accumulated amortization of $1,856

P 0 Ve NS T

Goodwill, net of accumulated amortization of $1,218 and

Prepald PensSion COSTS . i it ittt ittt it ettt eaeeeaeees
(Ol oL = = = = i
O T AL ASSE T S . it it ettt et e e e ettt ettt ettt eenenenenns
LIABILITIES

Accounts payvable. ...ttt e e e e e e e e e e e e e
Payroll and benefit-related liabilities............cvvvnn..
Debt maturing within one year..........i it iinnnnenn.
Liability under put options....... ittt eeeneneennn
Other current liabilities.......i ittt inennnnnn
TOTAL CURRENT LIABILITIES. . @i ittt ittt ittt ittt teteenenenennn
Long—term debt .. ...ttt it ettt et e e e
Long-term benefit-related liabilities........ ...
Deferred INCOME LaAXES ..ttt ittt teennnneeeeeeeeeennnas
Other long-term liabilities and deferred credits............
TOT AL LIABI LI T TR S . i it ittt et et it ettt ettt ettt nenenenenenns
Minority TNELere St .. it ittt it ittt et e ettt eaeeeeeeeeenaenns
Company-Obligated Convertible Quarterly Income Preferred

Securities of Subsidiary Trust Holding Solely Subordinated
Debt Securities Of AT&T . ...ttt ittt ennnnneeeeeeenenn

Convertible Preferred StocCK. ... ..ttt eeennennnn
SHAREOWNERS' EQUITY

Common Stock:

AT&T Common Stock, $1 par value, authorized 6,000,000,000

shares; issued and outstanding 3,809,487,226 shares (net
of 416,033,726 treasury shares) at March 31, 2001 and
3,760,151,185 shares (net of 416,887,452 treasury shares)
at December 31, 2000. . ..t tit ittt teeteeeeeeeneeneenns

AT&T Wireless Group Common Stock, $1 par value, authorized

6,000,000,000 shares; issued and outstanding 363,203,425
shares at March 31, 2001 and 361,802,200 shares at

MARCH 31,
2001

$ 136
10, 633
1,805
1,676
855
1,148
16,253

52,265
47,924
13,568
30,525
34,072
34,287

3,092

9,155
$241,141

118,881
4,222

4,713
9,362

3,809

DECEMBER 31,
2000

s 126
11,144
1,703
2,102
812
1,200
17,087

51,161
48,218
13,626
31,478

34,290
34,261
3,003
9,099
$242,223

$ 6,455
2,423
31,947
2,564
7,478
50,867
33,092
3,670
36,713
5,090
129,432
4,883

4,710

3,760
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December 31, 2000. ...ttt ittt tn ittt ittt eneeeeeeneeneeanns 363
Liberty Media Group Class A Common Stock, $1 par value,

authorized 4,000,000,000 shares; issued and outstanding

2,376,748,041 shares (net of 53,732,514 treasury shares)

at March 31, 2001 and 2,363,738,198 shares (net of

59,512,496 treasury shares) at December 31, 2000.......... 2,377
Liberty Media Group Class B Common Stock, $1 par value,

authorized 400,000,000 shares; issued and outstanding

212,045,288 shares (net of 10,607,776 treasury shares) at

March 31, 2001 and 206,221,288 shares (net of 10,607,776

treasury shares) at December 31, 2000....... .00t ennnnn.. 212
Additional paid-in capital.....c..i ittt 92,045
Retained earnings. ...ttt ii ittt ettt eaneeaeees 6,732
Accumulated other comprehensive income............oiiuunnn.. (1,575)
TOTAL SHAREOWNERS' EQUITY . . ittt it ittt ettt eeeeeeeeeeeaaenns 103,963
TOTAL LIABILITIES AND SHAREOWNERS' EQUITY. . vt eiieweennennnnn $241,141

See Notes to Consolidated Financial Statements
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AT&T CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREOWNERS' EQUITY
(DOLLARS IN MILLIONS)

362

2,364

206
90,496
7,408
(1,398)
103,198
$242,223

(UNAUDITED)
FOR THE THREE
MONTHS ENDED
MARCH 31,
2001 2000
AT&T Common Shares

Balance at beginning of year...... ..ot iiiinnneeeeeeennnn $ 3,760 $ 3,196
Shares issued (acquired), net:

Under employee PLlalS . .o ettt eeeeeeeeeeeeeeeeeaeeens 4 1

For acquisitions. . vttt it ettt e et ee e eeaeeens 44 -

[ 5wl o S ol 1 (50)
Balance at end of period. ... ..ttt ittt tenneneenns 3,809 3,147
AT&T Wireless Group Common Stock

Balance at beginning of yvear...... ...ttt eennnnns 362 -

Shares issued under employee PlansS. .. ..ot eeeeeeenns 1 -
Balance at end of period. ... ..ttt ittt tenneneenns 363 -
Liberty Media Group Class A Common Stock

Balance at beginning of year...... ...ttt eennnnns 2,364 2,314

Shares issued, net:

For acquisitions. . vttt ittt ettt e et ee e eeaeeens - 49

(O o 13 -
Balance at end of period. .. ...ttt ittt ennnnennns 2,377 2,363
Liberty Media Group Class B Common Stock

Balance at beginning of year...... ...ttt eennnnns 206 217
Shares issued (acquired), net:

[ 3 w0 S ol 6 (11)
Balance at end of period. ... ..ttt ittt eennnnennns 212 206
Additional Paid-In Capital

Balance at beginning of year....... ..ottt eennnnns 90,496 59,526

Shares issued (acquired), net:



Edgar Filing: AT&T CORP - Form 10-Q/A

Under employee PLlalS . v et ettt eeeeeeeeneeeeeeeeaeeens 107 50

FOor acquisitions. . vttt ettt e et eee e eeaeeens 827 737

(0350 o L 290 (2,619)

Gain on issuance of common stock by affiliates............ 25 (95)

Beneficial conversion value of preferred stock............ 295 -

L o 5 37

Balance at end of period. .. ...ttt ittt eeenneneenns 92,045 57,636
Guaranteed ESOP Obligation

Balance at beginning of year...... ..ottt eennnnns - (17)

N0 Tl = i ¥ o L - 17

Balance at end of period. ... ..ttt enneneenns - -
Retained Earnings

Balance at beginning of yvear...... ...ttt ennnnns 7,408 6,712

Net (1OSSES) INCOME . v v vttt e ettt ettt ettt ettt e eeeeeeenenn (344) 2,683

Dividends declared —— common stock......... ... iennennn.. (143) (692)

Dividends declared —-- preferred stock.............c... (181) -
Treasury shares issued at less than cost.................... (8) (150)
Balance at end of period. .. ...ttt tennenennnn 6,732 8,553
Accumulated Comprehensive Income

Balance at beginning of year...... ..ottt eennnnns (1,398) 6,979

Other comprehensive InNCOmME. ...... ittt iiinenneeeeennnnns (177) 1,821
Balance at end Of yYear ...ttt ittt ittt eeaaaeaeeens (1,575) 8,800
Total Shareowners' EqUity.....ooeeiin it nn ittt teeeeennnnneens $103, 963 $80, 705

Summary of Total Comprehensive Income:
(Losses) income before cumulative effect of accounting

[0 0= o ¥ 1 S (1,248) $ 2,683
Cumulative accounting change....... ...t 904 -
Net (L1OSSES) INCOME . v v it ettt e et ettt ettt ettt ettt eeeeenenn (344) 2,683
Dividend requirements of preferred stock.................... 181 -
Net (losses) income available to common shareowners......... S (525) $ 2,683
Net foreign currency translation adjustment (net of income

taxes of $(136) and S (34) ) v vttt it ettt teeaeennnn (192) (58)

Net revaluation of securities:
Unrealized (losses) gain (net of income taxes of $(293)
ANA $260) vt vttt ettt e e e e e e e et ettt e e (494) 401
Recognition of previously unrealized losses (gains) on
available—-for—-sale securities (net of income taxes of
S313 And S967) t ittt e e e e e et e e 509 1,478
Comprehensive INCOME. . ot vttt ittt ettt ettt ettt e et e eeeaeenen S (702) S 4,504

In the first quarter of 2001, the recognition of previously unrealized
losses (gains) on available-for-sale securities included $0.7 billion ($1.2
billion pretax, recorded in other income) resulting from the reclassification of
securities from "available-for-sale" to "trading" in conjunction with the
adoption of Statement of Financial Accounting Standard (SFAS) No. 133, $(0.1)
billion ($(0.2) billion pretax) relating to the sales of various securities and
$0.1 billion relating to LMG's adoption of SFAS No. 133 (see note j).

In the first quarter of 2001, other comprehensive income included Liberty
Media Group's (LMG) foreign currency translation adjustments totaling $(149),
net of applicable taxes and the revaluation of LMG's available-for-sale
securities totaling $50, net of applicable taxes.

In the first quarter of 2000, other comprehensive income included LMG's
foreign currency translation adjustments totaling $(31), net of applicable
taxes, and revaluation of LMG's available-for-sale securities totaling $3,259,
net of applicable taxes, partially offset by the recognition of previously
unrecognized available for sale securities of $1,478.
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AT&T accounts for treasury stock as retired stock, and as of March 31,
2001, had 416 million treasury shares of which 346 million shares were owned by
AT&T Broadband subsidiaries and 70 million shares related to the purchase of
AT&T shares previously owned by Liberty Media Group.

We have 100 million authorized shares of preferred stock at $1 par value.
In the first quarter of 2001, AT&T issued 812,511.778 share of convertible
preferred stock with a par value of $1 per share to NTT DoCoMo. These shares are
economically equivalent to 406 million shares of AT&T Wireless Group tracking
stock and are intended to reflect approximately 16% of the financial performance
and economic value of AT&T Wireless Group (See note (h)).

See Notes to Consolidated Financial Statements
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AT&T CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(DOLLARS IN MILLIONS)
(UNAUDITED)

FOR THE THREE
MONTHS ENDED
MARCH 31,

OPERATING ACTIVITIES
NEet (1OSSES) LN COME . v vt ittt ettt ettt ettt et ettt seeeneenens S (344) $ 2,683
Adjustments to reconcile net (losses) income to net cash

provided by operating activities:

Cumulative effect of accounting change —-- net of tax...... (904) -
Net gains on sales of businesses and investments.......... (218) (594)
Net restructuring and other charges............ ... .. ..., 796 748
Depreciation and amortization............oiiiiiennnenn. 2,987 1,934
Provision for uncollectible receivables................... 424 284
Deferred 1NCOME LaAXE S . v ittt ittt ittt et teteteeetenenens (250) (477)
Minority interest (income) eXPensSe. ... ... iiieeeneeeeeennsn (665) 39
Net equity losses (earnings) from Liberty Media Group..... 697 (942)
Net losses from other equity investments.................. 238 301
Increase 1In recelvables. ...ttt it ittt ittt e e e (24) (890)
Decrease in accounts payable..... ...t iennnnnn (1,078) (73)
Net revaluation of trading securities..................... 944 -
Net change in other operating assets and liabilities...... (820) (483)
Other adjustments, nNet.........ciii ittt eennnnns 155 (2)
NET CASH PROVIDED BY OPERATING ACTIVITIES. . ...ttt eeeenenns 1,938 2,528
INVESTING ACTIVITIES
Capital expenditures and other additions.................... (3,923) (3,2306)
Proceeds from sale or disposal of property, plant and
ST 6 e ) 11T o B 11 143
Increase 1in other receidvables. ... ...ttt ieinennn. (34) (980)
Net acquisitions of 1icCensSesS. ... ..ttt teeeeeeeeeenns (39) (82)
Sales of marketable securities...... ... 88 -
Equity investment distributions and sales..........c....o.... 742 417
Equity investment contributions and purchases............... (733) (1,059)

Net disposition (acquisitions) of businesses net of cash
disposed/acquUired. « v vttt ittt e e et e e 613 (188)
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Other investing activities, net........ ..., 91 (16)
NET CASH USED IN INVESTING ACTIVITIES. ... .ttt eeenenenns (3,184) (5,001)
FINANCING ACTIVITIES

Proceeds from long-term debt 1SSUANCES. ...ttt eenennnn.. 6,345 739
Retirement of long-term debt.......... .t tiennnnnnn. (130) (1,007)
Issuance of convertible preferred securities and warrants... 9,811 -
Redemption of redeemable securities.............iiiiiiee... —— (152)
Issuance Of AT&T COMMON ShATES .. vttt ieeeeeeeennneeeeeeeenns 61 -
Issuance of AT&T Wireless Group common shares............... 31 -
Net issuance (acquisition) of treasury shares............... 15 (393)
Dividends paid on common stoCK.........iiiiiieetennnnennnn (141) (703)
Dividends paid on preferred securities............ ..., (22) (97)
(Decrease) increase in short-term borrowings, net........... (14,715) 3,179
Other financing activities, net........ ..., 1 (15)
NET CASH PROVIDED BY FINANCING ACTIVITIES. . ...ttt teeneeneons 1,256 1,551
Net increase (decrease) in cash and cash equivalents........ 10 (922)
Cash and cash equivalents at beginning of year.............. 126 1,024
Cash and cash equivalents at end of period.................. S 136 S 102

The notes are an integral part of the consolidated financial statements.
5

AT&T CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(DOLLARS IN MILLIONS EXCEPT PER SHARE AMOUNTS)
(UNAUDITED)

(a) BASIS OF PRESENTATION

The consolidated financial statements have been prepared by AT&T Corp.
(AT&T) pursuant to the rules and regulations of the Securities and Exchange
Commission (SEC) and, in the opinion of management, include all adjustments
necessary for a fair statement of the consolidated results of operations,
financial position and cash flows for each period presented. The consolidated
results for interim periods are not necessarily indicative of results for the
full year. These financial results should be read in conjunction with AT&T's
Form 10-K405/A for the year ended December 31, 2000, which includes the
financial statements of AT&T Wireless Group and Liberty Media Group, and the
financial statements of Liberty Media Group and AT&T Wireless Group for the
quarter ended March 31, 2001, included as Exhibit 99.1 and 99.2, respectively,
to this AT&T quarterly report on Form 10-Q.

AT&T amended its previously filed Form 10-Q for the three months ended
March 31, 2001 to properly classify losses related to the implementation of
Statement of Financial Accounting Standard (SFAS) No. 133 "Accounting for
Derivative Instruments and Hedging Activities." The reclassification is a result
of transition guidance recently issued by the Derivatives Implementation Group
which requires that a portion of the previously unrecognized gains/losses on
securities related to indexed debt instruments be included in the cumulative
effect of adoption. These amounts, initially recorded within other income
(expense), relate to the reclassification of securities from available for sale
to trading as permitted under SFAS No. 133. Since the restatement was a
reclassification of $1.6 billion pre-tax ($1.1 billion after-tax) from other
income (expense) to cumulative effect of accounting change, there was no impact
to the net loss recorded for the three months ended March 31, 2001.

We have reclassified certain prior period amounts to conform with our
current presentation. In addition, we restated prior year share and per share
amounts to reflect the June 2000 two-for-one split of Liberty Media Group common
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stock.
(b) RESTRUCTURING OF AT&T

On October 25, 2000, AT&T announced a restructuring plan designed to fully
separate or issue separately tracked stocks intended to reflect the financial
performance and economic value of each of AT&T's four major operating units.
Upon completion of the plan, AT&T Wireless, AT&T Broadband, AT&T Business and
AT&T Consumer will all be represented by asset-based or tracking stocks.

As part of the first phase of the restructuring plan, on April 18, 2001,
AT&T announced details of an offer to exchange shares of AT&T common stock for
shares of AT&T Wireless Group tracking stock. On the same date, AT&T Wireless
Services, Inc., filed its initial registration statement in connection with the
planned split-off. Under the terms of the exchange offer, AT&T will issue 1.176
shares of AT&T Wireless Group tracking stock in exchange for each share of AT&T
common stock validly tendered and not withdrawn, subject to specified
conditions. Following the exchange offer and subject to receipt of specific
conditions, AT&T plans to split-off AT&T Wireless Group from AT&T. AT&T intends
to retain up to $3 billion of AT&T Wireless shares for future sale, exchange or
monetization within six months following the split-off. We expect AT&T Wireless
will become an independent, publicly-held company in mid-2001, upon receipt of
appropriate tax and other approvals.

In addition to the split-off of AT&T Wireless, we intend to fully separate
or issue separate tracking stocks to reflect the financial performance and
economic value of each of our other major business units. We plan to create and
issue new classes of stock to track the financial performance and economic value
of our AT&T Broadband unit and AT&T Consumer unit. We plan to sell some
percentage of shares of the AT&T Broadband unit in the fall of 2001. Within 12
months of such sale, we intend to completely separate AT&T Broadband from AT&T,
as an asset-based stock. The AT&T Consumer tracking stock is expected to be
fully distributed to AT&T shareowners in the second half of 2001.

AT&T expects that these transactions will be tax-free to U.S. shareholders.
AT&T's restructuring plan is complicated and involves a substantial number of
steps and transactions, including obtaining various conditions, such as Internal
Revenue Service rulings. In addition, future financial conditions, superior
alternatives or other factors may arise or occur that make it inadvisable to
proceed with part or all of AT&T's restructuring plans. Any or all of the
elements of AT&T's restructuring plan may not occur as we currently expect or in
the time frames that we currently contemplate, or at all. Alternative forms of
restructuring, including sales of interests in these businesses, would reduce
what is available for distribution to shareholders in the restructuring.

AT&T CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(DOLLARS IN MILLIONS EXCEPT PER SHARE AMOUNTS) —-- (CONTINUED)

On April 11, 2001, the Internal Revenue Service ruled that the proposed
split-off of Liberty Media Corporation, which will own all of the assets
reflected in the Liberty Media Group (LMG), qualifies as a tax—free transaction
for AT&T, Liberty Media and their shareowners. AT&T acquired Liberty Media
through the acquisition of Tele-Communications, Inc. (TCI). AT&T does not have a
controlling financial interest for financial accounting purposes in LMG;
therefore, our investment in LMG is accounted for under the equity method in the
accompanying consolidated financial statements. The amounts attributable to LMG
are reflected as separate line items "Equity earnings (losses) from Liberty
Media Group" and "Investment in Liberty Media Group and related receivables,
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net," in the accompanying consolidated financial statements.

By mid-2001, AT&T plans to convert the LMG tracking stock into an
asset-based security and launch Liberty Media Corporation as an independent,
publicly-traded company.

(c) MERGER WITH MEDIAONE, INC (MEDIAONE)

On June 15, 2000, AT&T completed a merger with MediaOne Group, Inc.
(MediaOne) in a cash and stock transaction valued at approximately $45 billion.
For each share of MediaOne stock, MediaOne shareowners received, in the
aggregate, 0.95 of a share of AT&T common stock and $36.27 per share in cash,
consisting of $30.85 per share as stipulated in the merger agreement and $5.42
per share based on AT&T's stock price preceding the merger, which was below a
predetermined amount. AT&T issued approximately 603 million shares of common
stock in the transaction, of which approximately 60 million were treasury
shares. The AT&T shares had an aggregate market value of approximately $21
billion and cash payments totaled approximately $24 billion.

The merger was accounted for under the purchase method. Accordingly, the
results of MediaOne have been included in the accompanying consolidated
financial statements since the date of acquisition as part of our Broadband
segment.

Approximately $16 billion of the purchase price of $45 billion has been
attributed to agreements with local franchise authorities that allow access to
homes in our broadband service areas ("franchise costs") and is being amortized
on a straight-line basis over 40 years. Also included in the purchase price was
approximately $23 billion related to nonconsolidated investments, including
investments in Time Warner Entertainment Company, L.P. (TWE) and Vodafone Group
plc (Vodafone), approximately $5 billion related to property, plant and
equipment, and approximately $6 billion of other net assets. In addition,
included was approximately $14 billion in deferred income tax liabilities,
approximately $10 billion attributable to MediaOne debt, and approximately $1
billion of minority interest in Centaur Funding Corporation, a subsidiary of
MediaOne. The purchase resulted in goodwill of approximately $20 billion, which
is being amortized on a straight-line basis over 40 years.

AT&T CORP. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(DOLLARS IN MILLIONS EXCEPT PER SHARE AMOUNTS) —-- (CONTINUED)

PRO FORMA RESULTS

Following is a summary of the pro forma results of AT&T as if the merger
with MediaOne had closed effective January 1, 2000:

SHARES IN MILLIONS

FOR THE THREE MONTHS ENDED MARCH 31, 2000
(UNAUDITED)
ROV ENU G s v v v v et et e ettt et et e et eeeeeeeeeeeeeeeeeeeeneeeeeeas $16,607
S i Ia Yo 1 3,505
Weighted-average AT&T common SharesS.........iuiuiiiieeeeeennnn 3,788

Weighted-average AT&T common shares and potential common
1S3 0 = it S 3,863



Edgar Filing: AT&T CORP - Form 10-Q/A

Weighted-average Liberty Media Group Shares................. 2,563
AT&T Common Stock Group (losses) earnings per common share:

2= T S 0.68

5 N oY S 0.67
Liberty Media Group earnings (losses) per common share:

Basic and diluted. .. ...ttt e e e S 0.37

Pro forma data may not be indicative of the results that would have been
obtained had these events actually occurred at the beginning of the periods
presented, nor does it intend to be a projection of future results.

(d) OTHER ACQUISITIONS, EXCHANGES AND DISPOSITIONS
COX AND COMCAST

On January 12, 2001, AT&T announced that Cox Communications, Inc. and
Comcast Corporation had exercised their rights to sell a combined total of 60.4
million shares of Excite@Home Series A common stock to AT&T as part of an
agreement announced in August 2000 to reorganize Excite@Home's governance. Cox
and Comcast elected to receive shares of AT&T common stock in exchange for their
Excite@Home shares. AT&T is currently in discussions to renegotiate the terms of
the put options which may result in a change to the number of shares of AT&T
stock that Cox and Comcast will receive, as well as the number of Excite@Home
shares, if any, AT&T receives. There can be no assurance that an agreement will
be reached with Cox and Comcast.

CABLEVISION

On January 8, 2001, AT&T and Cablevision Systems Corporation (Cablevision)
completed agreements for the transfer of cable-systems. AT&T received
cable-systems serving 358 thousand subscribers in Boston and Eastern
Massachusetts. In exchange, Cablevision received cable-systems serving
approximately 130 thousand subscribers in northern New York suburbs, and 44
million shares of AT&T common stock valued at approximately $0.9 billion, and
approximately $0.2 billion in cash. Cablevision recorded a gain as a result of
the transaction. Due to AT&T's ownership interest in Cablevision, AT&T recorded
an after-tax gain of approximately $0.1 billion as part of "Net losses from
other equity investments."

INSIGHT COMMUNICATIONS COMPANY LP

Effective January 1, 2001, AT&T sold to Insight Communications Company LP
(Insight) several Illinois cable-systems serving approximately 98 thousand
customers for $392. Insight subsequently contributed the purchased cable-system
and additional cable-systems serving approximately 177 thousand customers to
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Insight Midwest L.P. in which AT&T has a 50% interest. AT&T also contributed

entities owning cable-systems serving approximately 248 thousand customers in
Illinois to Insight Midwest L.P. The transactions resulted in pretax gains of
$179, which were deferred due to a keep well agreement with Insight Midwest,

L.P.

(e) NET RESTRUCTURING AND OTHER CHARGES

10



Edgar Filing: AT&T CORP - Form 10-Q/A

During the first quarter of 2001, AT&T recorded $808 of net restructuring
and other charges, which included $739 of asset impairment charges related to
Excite@Home, and $69 for restructuring and exit costs which consisted of $59 for
cash severance costs, $6 related to facility closings and $4 related to
termination of lease obligations.

The asset impairment charges included $600 recorded by Excite@Home
associated with goodwill impairment of various acquisitions, primarily Excite,
and a related goodwill impairment charge of $139 recorded by AT&T associated
with its acquisition goodwill of Excite@Home. The impairment resulted from the
continued weakness of the online media market that Excite@Home operates in.
Since we consolidate, but only own approximately 23% of Excite@Home, 77% of the
charge recorded by Excite@Home was not included as a reduction to AT&T's net
income, but rather eliminated in our March 31, 2001 Consolidated Statement of
Income as "Minority interest income (expense)."

The $59 of cash severance costs were primarily a result of synergies
created by the MediaOne merger related to approximately 2,350 employees.
Approximately 10% of the individuals were management employees and 90% were
non-management employees. Nearly 88% of the affected employees have left their
positions as of March 31, 2001, and the remaining employees will leave the
company by the end of 2001.

In the second quarter of 2001, we expect to incur additional restructuring
charges resulting from MediaOne synergies and work force reductions at

Excite@Home.

The following table displays the activity and balances of the restructuring
reserve account from January 1, 2001, to March 31, 2001:

TYPE OF COST

EMPLOYEE FACILITY

SEPARATIONS CLOSINGS OTHER
Balance at January 1, 2001.........0ccceieennn.. $ 259 $173 $36
2N L e ol Yo =2 59 6 4
LY@ R R w1 o ¥ (108) (14) 0
Balance at March 31, 2001 ......cuiiieeeennnnnn $ 210 $165 $40

Deductions reflect cash payments of $108 related to employee separations
and $14 related to facilities. The cash outlay was primarily funded through cash
from operations.

During the first quarter of 2000, AT&T recorded $773 of net restructuring
and other charges, which included $682 for restructuring and exit costs
associated with AT&T's initiative to reduce costs by the end of 2000, and $91
related to the government-mandated disposition of AT&T Communications (U.K.)
Ltd., which would have competed directly with Concert.

Included in restructuring and exit costs was $458 of cash termination
benefits associated with the involuntary separation of approximately 6,200
employees. Approximately half of the individuals were management employees and
half were non-management employees. Nearly 60% of the affected employees have
left their positions as of March 31, 2001, and the remaining employees will
leave the company during 2001.

11

$ 468

(122)
$ 415
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We also recorded $62 of network lease and other contract termination costs
associated with penalties incurred as part of notifying vendors of the
termination of these contracts during the quarter.

Also included in restructuring and exit costs was $144 of benefit
curtailment costs associated with employee separations as part of these exit
plans. We also recorded an asset impairment charge of $18 related to the
write-down of unrecoverable assets in certain businesses in which the carrying
value is no longer supported by future cash flows.

(f) EARNINGS PER COMMON SHARE AND POTENTIAL COMMON SHARE

(Losses) earnings attributable to the different classes of AT&T common
stock is as follows:

AT&T COMMON AT&T LIBERTY
STOCK GROUP WIRELESS GROUP MEDIA GROUP
FOR THE THREE MONTHS ENDED MARCH 31, 2001 2000 2001 2000 2001 2000
(Losses) income before cumulative effect
of accounting change.........ovueeeenn.. S (544) $1,741 S (7) $ —— $(697) $942
Cumulative effect of accounting change... 359 - - - 545 -
Net (losses) income. .......uouieneeneenn.. (185) 1,741 (7) —— (152) 942
Dividend requirements of preferred
SEOCK . it ettt e e e e e e 181 - - - - -
Net (losses) income available to common
SHATEOWNE T S e v ittt et e et ettt e e eeeeeeenn S (366) $1,741 S (7) $ —— $(152) $942

Basic (losses) earnings per share for AT&T Common Stock Group for the three
months ended March 31, 2001 and 2000, were computed by dividing AT&T Common
Stock Group (losses) income by the weighted-average number of shares outstanding
during the period of 3,805 million and 3,185 million, respectively.

Since AT&T recorded losses for the three months ended March 31, 2001,
diluted losses per share are the same as basic, as any potentially dilutive
securities would be antidilutive. Diluted earnings per share (EPS) for AT&T
Common Stock Group for the three months ended March 31, 2000, was computed by
dividing AT&T Common Stock Group income, adjusted for the conversion of
securities, by the weighted-average number of shares and dilutive potential
shares outstanding during the period, assuming conversion of the potential
shares at the beginning of the periods presented. Shares issuable upon
conversion of preferred stock of subsidiaries, convertible debt securities of a
subsidiary, stock options and other performance awards have been included in the
diluted calculation of weighted-average shares to the extent that the assumed
issuance of such shares would have been dilutive, as illustrated below.

The convertible quarterly income preferred securities were antidilutive and
were excluded from the computation of diluted EPS. Computed on a quarterly
basis, the dividends would have an after-tax impact to earnings of approximately
$40. Assuming conversion of the securities, the dividends would no longer have
to be included as a reduction to net income and the securities would convert
into approximately 67 million shares of AT&T common stock. There were seven

12
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million potentially dilutive AT&T securities outstanding at March 31, 2001.
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A reconciliation of the income and share components for diluted EPS
calculations with respect to AT&T Group is as follows:

FOR THE THREE MONTHS ENDED MARCH 31, 2000

AT&T Common Stock Group:

115 3111 $1,741
Income impact of assumed conversion of preferred stock of

1R 0 X K i X s YO 8
Income adjusted for conversion of securities................ $1,749
Shares in millions Weighted-average common shares........... 3,185
1S} oY@ @ o i e o 1= 31
Preferred stock of subsidiary........c..iiiiiiiiiinnnnennn. 40
Weighted-average common shares and potential common

1S3 0 = ot S 3,256

Basic losses per share for AT&T Wireless Group for the quarter ended March
31, 2001 was computed by dividing the AT&T Wireless Group losses by the
weighted-average number of shares outstanding of AT&T Wireless Group of 363
million. Since AT&T Wireless Group recorded losses for the three months ended
March 31, 2001, diluted losses per share are the same as basic, as any
potentially dilutive securities would be antidilutive. There were 311 million
potentially dilutive AT&T Wireless securities (including NTT DoCoMo convertible
preferred stock) outstanding at March 31, 2001.

Basic (losses) income per share for LMG were computed by dividing the LMG
(losses) income by the weighted-average number of shares outstanding of LMG of
2,574 million and 2,563 million, for the three months ended March 31, 2001 and
2000, respectively. Potentially dilutive securities, including fixed and
nonvested performance awards and stock options, have not been factored into the
dilutive calculations because past history has indicated that these contracts
are generally settled in cash. There were 99 million of these potentially
dilutive securities outstanding at March 31, 2000. Since LMG recorded losses for
the three months ended March 31, 2001, diluted losses per share are the same as
basic, as any potentially dilutive securities would be antidilutive. There were
101 million potentially dilutive LMG securities outstanding at March 31, 2001.

(g) LONG-TERM DEBT

On March 6, 2001, AT&T Wireless Services (AWS), a wholly-owned subsidiary
of AT&T, completed a private placement of $6.5 billion in unsecured and
unsubordinated Senior Notes. The notes pay interest semi-annually at rates
ranging from 7.35% to 8.75% per annum, with maturity dates ranging from 2006 to
2031. The notes include customary covenants and registration rights.

Also, on March 23, 2001, AWS entered into $2.5 billion in revolving credit
facilities. The facilities consist of a 364-day facility of $1.25 billion and a
five-year revolving credit facility of $1.25 billion. The facilities are subject
to a facility fee ranging from 8 to 30 basis points, payable quarterly on the
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total commitment, used or unused. The facility fees are based on the respective
agreement and will fluctuate based on AT&T Wireless Group's Senior Note rating.
The facilities are also subject to a utilization fee of 12.5 basis points if
borrowings exceed certain levels as defined in the agreement. The facilities
bear interest at variable rates based upon, in various cases, LIBOR plus 32.5 to
100 basis points depending on (i) AT&T Wireless Group's Senior Notes rating, or
(1ii) the greater of the prime rate or the Federal funds effective rate plus 50
basis points. The facilities are to be used for general corporate purposes and
are subject to customary covenants, representations and warranties, and events
of default. The facilities were unused at March 31, 2001.

As a result of the issuance of notes by AWS, the investment by NTT DoCoMo,
and the sale of Japan Telecom, AT&T's $25 billion credit facility was reduced to
$17.5 billion.
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(h) CONVERTIBLE PREFERRED STOCK

On January 22, 2001, NTT DoCoMo invested approximately $9.8 billion for
812,511.778 shares of a new class of AT&T preferred stock with a par value of $1
per share; and five-year warrants to purchase the equivalent of an additional
41.7 million shares of AT&T Wireless Group tracking stock at $35 per share. The
$9.8 billion proceeds were recorded as $9.2 billion for preferred shares, $0.3
billion for the warrants, and $0.3 billion for the beneficial conversion
feature, based on their relative fair values. The preferred shares are
economically equivalent to 406 million shares (a 16 percent interest) of AT&T
Wireless Group tracking stock. These shares will convert to AT&T Wireless common
stock at the time of split-off. Upon conversion, AT&T will reduce its portion of
the financial performance and economic value in the AT&T Wireless Group by 178
million shares, and the balance of the 406 million shares will come from the
issuance of 228 million new shares of AT&T Wireless Group tracking stock.

In the event that AT&T has not split-off AT&T Wireless by specified dates
beginning January 1, 2002, DoCoMo will have the right, at its election, to
require AT&T to repurchase the preferred shares at NTT DoCoMo's original
purchase price plus a carrying cost of approximately 7% up to date of payment.
In addition to the approximate 7% carrying cost we accrue on the DoCoMo
convertible preferred stock, there is an intrinsic value embedded in the
conversion feature of the preferred stock that is accreted over the period that
DoCoMo can put the shares back to us. This intrinsic value, referred to as the
beneficial conversion feature, represents the difference in the fair value
assigned to the preferred stock and the fair market value equivalent of the
Wireless tracking stock. The total of the carrying costs and the accretion of
the beneficial conversion feature was $0.2 billion and is treated as a preferred
stock dividend recorded as a reduction of AT&T Common Stock Group earnings. At
March 31, 2001, the preferred stock had a liquidation value of $9.4 billion.

(1) RELATED PARTY TRANSACTIONS

AT&T has various related party transactions with Concert since the
commencement of this global venture in January 2000.

Included in revenue for the first quarter of 2001 and 2000, was $0.3
billion for services provided to Concert.

Included in access and other connection expenses are charges from Concert
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representing costs incurred on our behalf to connect calls made to foreign
countries (international settlements) and costs paid by AT&T to Concert for
distributing Concert products. Such charges totaled $0.5 billion and $0.6
billion, for the three months ended March 31, 2001 and March 31, 2000,
respectively.

During the first quarter of 2000, AT&T loaned $1.0 billion to Concert; that
loan is included within investments and related advances in the accompanying
Consolidated Balance Sheets. Interest income of $17 and $13, were recognized for
the quarters ended March 31, 2001 and 2000, respectively.

At March 31, 2001, AT&T had a floating rate loan from Concert due on demand
in the amount of $0.1 billion. The loan is included in "Debt maturing within one
year" in the accompanying Consolidated Balance Sheets. Interest expense was $2
for the quarter ended March 31, 2001.

Included in accounts receivable and accounts payable was $0.4 billion and
$0.1 billion, and $0.5 billion and $0.5 billion, at March 31, 2001 and December
31, 2000, respectively, related to transactions with Concert. Included in other
receivables and other current liabilities was $0.9 billion and $1.1 billion, and
$1.1 billion and $1.0 billion, at March 31, 2001 and December 31, 2000,
respectively, related to transactions associated with Concert.
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In addition, we had various related party transactions with LMG. Included
in costs of services and products were programming expenses related to services
from LMG. Those expenses amounted to $82 and $52 for the three months ended
March 31, 2001 and 2000, respectively.

Included in "Other current liabilities" at March 31, 2001 was $25 payable
to LMG. Included in "Investment in Liberty Media Group and related receivables,
net" was $155 receivable from LMG at December 31, 2000. These amounts primarily
related to taxes pursuant to a tax-sharing agreement between LMG and Broadband.
That agreement existed prior to the TCI merger.

(j) STATEMENT OF FINANCIAL ACCOUNTING STANDARD NO. 133 "ACCOUNTING FOR
DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES"

Effective January 1, 2001, AT&T adopted Statement of Financial Accounting
Standard ("SFAS") No. 133, "Accounting for Derivative Instruments and Hedging
Activities", and its corresponding amendments under SFAS No. 138. SFAS 133
establishes accounting and reporting standards for derivative instruments,
including certain derivative instruments embedded in other contracts and for
hedging activities. All derivatives, whether designated in hedging relationships
or not, are required to be recorded on the balance sheet at fair value. If the
derivative is designated as a fair value hedge, the changes in the fair value of
the derivative and of the hedged item attributable to the hedged risk are
recognized in earnings. If the derivative is designated as a cash flow hedge,
the effective portions of changes in the fair value of the derivative are
recorded in other comprehensive income (OCI) and are recognized in the income
statement when the hedged item affects earnings. Changes in fair values of
derivative instruments not designated as hedging instruments and ineffective
portions of hedges, if any, are recognized in earnings in the current period.

The adoption of SFAS No. 133 on January 1, 2001, resulted in a pretax
cumulative—-effect increase to income of $1.5 billion ($0.9 billion net-of-tax).
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$0.6 billion ($0.4 billion net-of-tax) and $0.9 billion ($0.5 billion
net-of-tax) were attributable to AT&T Group and Liberty Media Group,
respectively.

AT&T GROUP

AT&T Group's cumulative-effect increase to net income of $0.4 billion was
attributable primarily to equity based derivative instruments embedded in
indexed debt instruments and warrants held in both public and private companies.

Included in the after tax cumulative effect benefit of $0.4 billion, was a
$0.2 billion benefit for the separation of embedded derivative instruments from
the indexed debt instruments and $0.2 billion benefit for changes in the fair
value of warrants. Additionally within the cumulative effect of adoption, AT&T
Group recorded a gain for amounts previously recorded within accumulated OCI on
the indexed debt obligations that had been considered a hedge of Comcast,
Microsoft and Vodaphone available for sale securities. This gain has been offset
with the related loss on the securities which had previously been recorded in
accumulated OCI. These offsetting transition adjustments had no net impact on
the cumulative effect benefit.

In addition, the adoption of SFAS No. 133 also resulted in a cumulative
pretax charge to OCI of $10 ($6 net-of-tax) on cash flow hedges. The net
derivative losses included in OCI as of January 1, 2001 will be reclassified
into earnings over the life of the instruments, of which the last expires in
February of 2005.

Upon adoption, AT&T Group, as permitted by SFAS 133, also reclassified $9.3
billion of securities from "available-for-sale" to "trading". This
reclassification resulted in a pretax charge of $1.2 billion ($0.7 billion
net-of-tax) recorded in other income. This $0.7 billion represents the net
revaluation of securities to fair market value which was accounted for in OCI
prior to the adoption of SFAS 133.
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FOREIGN CURRENCY RISK

We enter into foreign currency exchange contracts, including forward and
option contracts, to manage our exposure to changes in currency exchange rates
related to foreign-currency-denominated transactions. In first quarter 2001,
this consisted primarily of Brazilian reais, Swiss francs and Canadian dollar
related to debt.

COLLARS AND EQUITY SECURITIES PRICE RISK

We enter into option agreements to hedge our exposure on debt that is
collateralized by securities we own. From time to time, AT&T Group uses options
and collars to manage the risk from changes in fair values and cash flows on
certain equity securities, primarily on those being used to collateralize
underlying debt instruments. The securities selected for hedging are determined
by market conditions, up-front costs, and other relevant factors. Once
established, the hedges are not dynamically managed or traded, and are generally
not removed until maturity of the option contracts.

INTEREST RATE SWAP AGREEMENTS
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We enter into interest rate swaps to manage our exposure to changes in
interest rates and to lower our overall costs of financing. We enter into swap
agreements to manage the fixed/floating mix of our debt portfolio in order to
reduce aggregate risk to interest rate movements. Interest rate swaps also allow
us to raise funds at floating rates and effectively swap them into fixed rates
that are lower than those available to us if fixed-rate borrowings were made
directly. These agreements involve the exchange of floating-rate for fixed-rate
payments, fixed-rate for floating-rate payments or floating-rate for other
floating-rate payments without the exchange of the underlying principal amount.

OTHER DERIVATIVES

In addition, AT&T Group may hold warrants to purchase securities of other
companies. Warrants that can be net share settled are deemed derivative
financial instruments and are generally not eligible to be designated as hedging
instruments as there is no corresponding underlying exposure. This includes
warrants held in both public and private companies.

Hedge ineffectiveness, determined in accordance with SFAS 133, had no
impact on earnings for the three months ended March 31, 2001. No fair wvalue
hedges or cash flow hedges were derecognized or discontinued for the three
months ended March 31, 2001.

For the three months ended March 31, 2001, other income included a total
pretax gain of $735, comprised of a $664 gain for changes in the value of
options for fair value hedges and $71 net gain for changes in the fair value of
warrants, swaps and foreign currency transactions. We also recorded a pretax
loss of $524 in other income for trading securities related to FAS 133
instruments.

We reclassified $14 pretax from OCI to interest expense related to
amortization of interest for prepaid interest rate swaps.

LIBERTY MEDIA GROUP (LMG)

LMG's cumulative-effect increase to income of $0.5 billion was attributable
primarily to separately recording the embedded call option obligations
associated with LMG's senior exchangeable debentures. Also included in the
cumulative-effect was $87 previously included in OCI related primarily to
changes in the fair value of LMG's warrants and options to purchase certain
available-for-sale securities.
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DERIVATIVE INSTRUMENTS

LMG uses various derivative instruments including equity collars, put
spread collars, interest rate swaps and forward foreign exchange contracts to
manage fair value risk associated with certain investments, interest rate risk
on certain indebtedness, and foreign exchange rate risk. Derivative instruments
are generally not used for speculative purposes. The derivative instruments may
involve elements of credit and market risk in excess of amounts recognized in
the financial statements. LMG monitors its positions and the credit quality of
counter—-parties, consisting primarily of major financial institutions, and do
not anticipate nonperformance by any counter-party.

For derivatives designed either as fair value or cash flow hedges, changes
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in the time value of the derivatives are excluded from the assessment of hedge
effectiveness and are recognized in earnings. Hedge ineffectiveness, determined
in accordance with SFAS No. 133, had no impact on LMG's earnings for the three
months ended March 31, 2001. No fair value hedges or cash flow hedges were
derecognized or discontinued during the three months ended March 31, 2001.

(k) COMMITMENTS

AT&T has entered into various purchase commitments for wireless network
equipment and handsets. The commitments totaled $2.2 billion as of March 31,
2001. These commitments expire between 2001 and 2004.

AT&T has committed to provide funding to a joint venture with other
investors, Alaska Native Wireless (ANW), which was formed in November 2000 to
participate in the Federal Communication Commission's license spectrum auction.
The auction concluded in January 2001 and ANW was the highest bidder on
approximately $2.9 billion in licenses. AT&T has committed to fund approximately
$2.6 billion to ANW to fund ANW's purchase of licenses. As of March 31, 2001,
AT&T Wireless Group funded approximately $309 of the commitment and has
committed to provide the remaining approximate $2.3 billion when such licenses
are granted.

(1) SEGMENT REPORTING

AT&T's results are segmented according to the way we manage our business:
Business Services, Consumer Services, Wireless Services and Broadband. In
connection with our corporate restructuring program set forth in late 2000, our
existing segments reflect certain managerial changes since the publication of
our 2000 annual results. The changes are as follows: The Business Services
segment was expanded to include the results of international operations and
ventures. In addition, certain corporate costs that were previously recorded
within the Corporate and Other Group have been allocated to the respective
segments in an effort to ultimately have the results of these businesses reflect
all direct corporate costs as well as overhead for shared services. All prior
period results have been restated to reflect these changes. Total assets for our
reportable segments generally include all asset, except intercompany
receivables. However, our Wireless Services Segment included intercompany
receivables from AT&T and the related interest income since these assets relate
to the results of the AT&T Wireless Group tracked businesses.

Reflecting the dynamics of our business, we continuously review our
management model and structure, which may result in additional adjustments to
our operating segments in the future. In addition, when we create tracking
stocks for our Consumer and Broadband units, we will begin allocating 'pure'
corporate overhead to these units. See note (b) for further detail on our
restructuring plan.
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REVENUE

FOR THE THREE MONTHS ENDED MARCH 31, 2001 2000

Business services external revenuUe.........eeeeeeeennn. $ 6,940 $ 7,094
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Business services internal revenue...........ooeieeennn. 228
Total BUuSIinesSs SEerviCeS reVEeNUE . .« v vt ettt eneeneeeneennens 7,168
Consumer Services external revVeNUE. ... . ... eeeeeeneeneean 4,007
Wireless Services external reveNnUEe. ... ....ooeeeeeneeeneennn 3,212

Broadband external reveNUE. . ... u et eeeeneeoeeeneennns 2,461

Broadband internal revenUe. .. ... ..ot eeeneeeeeeeannnn 4
Total Broadband reveNUe . .. ...t ettt eeeeeeeneeneeeeeenes 2,465

Total reportable segmentS......vi it i it eeneneeeennn 16,852
Corporate and Other (A) « v v e v ittt ittt it et e ettt e e (89)
I o= o0 Y o 5 S $16,763

(a) Includes $143 Excite@Home revenue in first quarter 2001.

158
7,252
5,037
2,198
1,557

0

1,557

16,044
(143)

$15,901

RECONCILIATION OF EARNINGS BEFORE INTEREST AND TAXES (EBIT) TO INCOME BEFORE

INCOME TAXES

FOR THE THREE MONTHS ENDED MARCH 31, 2001
BUSINESS SEIVICES . i ittt ittt ettt ettt e eeeeeneeneeaens $ 1,018
CONSUMEY SET VI St vt ittt ittt ettt e teeeeeeneeeeeeeeeneeaens 1,318
WirelesSsS SEIrVICES . i ittt ittt ettt ettt teeeeeeeeeaaeeaeens 118
Broadlband. « v o vttt e e e e e e e e e e e e e e e e e e e e e e e e (508)
Total reportable segmentsS. ... ..ttt itneeneeeeenns 1,946
Corporate and Other (@) « v v v vttt it ittt ettt e e e et e eaeeenn (1,424)
Deduct: Pretax minority interest income (expense)......... 563
Add: Pretax losses from other equity investments.......... 237
TNt EresSt EXPENS e . i ittt ittt et e et ettt ee et 969
Total (losses) income before income taxXesS.......oveeeeen. S (773)

(a) Includes $(272) and $(269) related to Excite@Home in the first quarter of
2001 and 2000, respectively. The Excite@Home EBIT impact for the first
quarter 2001, includes approximately $278 of asset impairment charges.
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ASSETS
AT MAR. 31,
2001

BUSINESS SEIVICES . i ittt ittt ettt ettt ettt eeeneeaeeens $ 42,562
CONSUMEY SEIVICES . it ittt ittt ettt e et teeteeeeneenenens 2,768
WirelesSs SerVICEeS . it it ittt ittt ettt ettt eeenneeanns 46,930
Broadband. . v vttt ittt e e e e e e e e e e e et e e 114,191

Total reportable segmentsS........couiiiiiiteennnnenn. 206,451
Corporate and Other:

Other segment S . ...ttt ittt et ettt eeeeeeneanns 1,161

114,848
195,929

1,174
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Prepaild pension COSLS. ittt ittt eeeeeeeneenns 3,092 3,003

Deferred InCOmMEe L£aAXeS . i ittt imeeeeeeeeneeeeeneenns 388 406

Other corporate assets(a) ...vvimei i itneeneeeeenns (4,023) 7,421
Investment in Liberty Media Group and related

receivables, Net..... .ttt ittt eeeeneennnnns 34,072 34,290
R wlt= T A = = i $241,141 $242,223

(a) Includes $1,705 and $2,541 related to Excite@Home at March 31, 2001 and
December 31, 2000, respectively.

(m) GUARANTEE OF PREFERRED SECURITIES
TCI SECURITIES:

Prior to the consummation of the TCI merger, TCI issued mandatorily
redeemable preferred securities through subsidiary trusts that held subordinated
debt securities of TCI. At March 31, 2001, $1,245 of the guaranteed redeemable
preferred securities remained outstanding.

MEDIAONE SECURITIES:

Prior to the consummation of the MediaOne merger, MediaOne issued
mandatorily redeemable preferred securities through subsidiary trusts that held
subordinated debt securities of MediaOne. At March 31, 2001, $776 of the
guaranteed redeemable preferred securities remained outstanding.

AT&T provides a full and unconditional guarantee on the outstanding
securities issued by TCI Communications Financing I, II and IV and the
outstanding securities issued by MediaOne Financing I and II and MediaOne
Finance II and III. The following are the condensed consolidating financial
statements of AT&T Corp., which include the financial results of TCI and
MediaOne for each of the corresponding periods. The results of MediaOne have
been included in the financial results of AT&T since the date of acquisition on
June 15, 2000, and the results of TCI have been included since the March 9,
1999, date of acquisition.
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AT&T CORP.
CONSOLIDATING CONDENSED INCOME STATEMENTS
FOR THE THREE MONTHS ENDED MARCH 31, 2001
(DOLLARS IN MILLIONS)
GUARANTOR GUARANTOR GUARANTOR TCI TCI
AT&T SUBSIDIARY SUBSIDIARY FINANCING FINANC
PARENT TCI MEDIAONE I 1T
REVENUE . + vttt et e ettt ettt et eeeeeeens $4,975 S - s - S—— S—-
Operating Expenses
Costs of services and products......... 855
Access and other connection............ 1,682
Selling, general and administrative.... 467 (46) 4
Depreciation and other amortization.... 404 13 1
Amortization of goodwill, franchise
costs and other purchased
intangibles. ...ttt e e 23 125

20
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Net restructuring and other charges....
Total operating exXpensesS...............
Operating income (losses) ......ceueueuene...
Other income (exXpPense) .........ceeeeee..
Interest expense (benefit).............
Income (losses) before income taxes,
minority interest and earnings
(losses) from equity investments and
cumulative effect of accounting

Provision (benefit) for income taxes...
Minority interest income (expenses)....
Equity losses from Liberty Media

Net earnings (losses) from other equity
investments......oiiii ittt
Income (losses) before cumulative
effect of accounting change...........

Cumulative effect of accounting

Net dncome (10SSES) v v it it it i ieennnnn
Dividend requirements on preferred

Net income (losses) available to common
shareowners. . ...ttt ineeneeennnn

Revenue. ..... ...ttt
Operating Expenses
Costs of services and products.........
Access and other connection............
Selling, general and administrative....
Depreciation and other amortization....
Amortization of goodwill, franchise
costs and other purchased
intangibles.. ...
Net restructuring and other charges....
Total operating expensesS...........c....
Operating income (losses) ......ceueueuene...
Other income (eXPense) .........ceeeeee..
Interest expense (benefit).............
Income (losses) before income taxes,
minority interest and earnings
(losses) from equity investments and
cumulative effect of accounting

Provision (benefit) for income taxes...
Minority interest income (expenses)....
Equity losses from Liberty Media

Net earnings (losses) from other equity
investments......coiiiii ittt
Income (losses) before cumulative
effect of accounting change...........

Cumulative effect of accounting

3,431

1,544
(504)

1,319

(279)
(114)
(40)

1,759
1,554

508
2,062

181
$1,881
MEDIAONE

FINANCING
IT

(33)
33
1
478

(444)
(228)
(1)
(697)
(1,778)

(2,692)

545
(2,147)

$(2,147)

MEDIAONE
FINANCE
IT

130
(130)

88

(216)
(23)
(1)

$(259)

MEDIAONE
FINANCE

IIT

11
11

11
11

NON-GUARANTOR
SUBSIDIARIES

$12,386

4,523
1,660
3,444
1,723

698
808
12,856

(470)

949
271

208
657
692

(135)

108

(149)
(41)
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Dividend requirements on preferred

Net income (losses) available to common
Shareowners. . ...ttt nnnneeeeennn S—— S——
18
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AT&T CORP.
CONSOLIDATING CONDENSED BALANCE SHEETS
AS OF MARCH 31, 2001
(DOLLARS IN MILLIONS)
GUARANTOR GUARANTOR
AT&T SUBSIDIARY
PARENT TCI
ASSETS
Cash and cash equivalents............... S - $ -
Other current assets.......oiiiienenn. 12,773 3,380
TOTAL CURRENT ASSETS. .t iteeeneeeeeennnnn 12,773 3,380
Property, plant & equipment, net........ 9,066 86
Franchise costs, net.........ciiio... 1,610 30
Goodwill, net ...ttt ittt 158
Investment in Liberty Media Group and
related receivables, net............... 34,072
Other investments and related
AAVANCE S e v v i ettt ettt ettt e 170,979 34,265
Other asselS. .ttt ittt it tie i 7,123 1
TOTAL ASSET S . i ittt it ettt ettt e e e e $201,709 $71,834
LIABILITIES
Debt maturing within one year........... $ 49,335 $ 383
Other current liabilities............... 9,371 941
TOTAL CURRENT LIABILITIES.......ceeoe... 58,706 1,324
Long-term debt.......ccoiiiiiiiinene... 20,811 30,292
Deferred income taxesS........ceueveuene.o.. 634
Other long-term liabilities and deferred
[l =T s Il = 7,317 982
TOTAL LIABILITIES. .ttt ittt ettt ensenenns 87,468 32,598
Minority dinterest........cc.iiiiiiii.. 1,461
Company-Obligated Convertible Quarterly
Income Preferred Securities of
Subsidiary Trust Holding Solely
Subordinated Debt Securities of AT&T... 4,713
Convertible preferred stock............. 9,362
SHAREOWNERS' EQUITY
AT&T Common StocCK......oi i eennnn 4,225
AT&T Wireless Group common stock........ 363
Liberty Media Group Class A
Common StoCK. ...ttt ittt i ieeennnn 2,377
Liberty Media Group Class B
Common StocK. ...t eennnnns 212
Other shareowners' equity............... 92,989 37,775
TOTAL SHAREOWNERS' EQUITY ...t eeennnnn 100,166 37,775
TOTAL LIABILITIES AND SHAREOWNERS'
T $201,709 $71,834

GUARANTOR
SUBSIDIARY
MEDIAONE

19,774

28,457
$48,490

$ 1,892
96
1,988
2,355
230

189

4,762
1,149

42,579
42,579

$48,490

42

s (83)
TCI TC
FINANCING FINAN
I IT
$ - $ -
527 51
$527 $51
$ - $ -
527 51
527 51
$527 $51

22



Edgar Filing: AT&T CORP - Form 10-Q/A

MEDIAONE MEDIAONE
FINANCING FINANCE
IT IT

ASSETS
Cash and cash equivalents............... $—— S ——
Other current assets........uiieeeen...
TOTAL CURRENT ASSETS. ..ttt et eenenenns
Property, plant & equipment, net........
Franchise costs, net.........ciiio...
Goodwill, net.....ii ittt ittt
Investment in Liberty Media Group and
related receivables, net...............
Other investments and related
AAVANCE S e v vttt et e ettt et
Other assetsS. .ttt it tiiiiiee.n 44 230
TOTAL ASSET S . it ittt ittt ettt nenseneeas $44 $230
LIABILITIES
Debt maturing within one year........... S—— $ —
Other current liabilities...............
TOTAL CURRENT LIABILITIES........ceoe...
Long-term debt.......c.oiiiiiiiien... 28 214
Deferred income taxesS........oeueveuene.o..
Other long-term liabilities and deferred
CreditsS . i ettt e et e et e e e
TOTAL LIABILITIES. . ittt it ettt ennenenns 28 214
Minority dinterest........cc.iiiiiiii..
Company-Obligated Convertible Quarterly
Income Preferred Securities of
Subsidiary Trust Holding Solely
Subordinated Debt Securities of AT&T...
Convertible preferred stock.............
SHAREOWNERS' EQUITY
AT&T Common Stock..........iiiiieannn..
AT&T Wireless Group common stock........
Liberty Media Group Class A
Common StocK. ...t eennnnns
Liberty Media Group Class B
Common Stock. ...t eennenns

Other shareowners' equity............... 16 16
TOTAL SHAREOWNERS' EQUITY ... veveeeennnnn 16 16
TOTAL LIABILITIES AND SHAREOWNERS'
T $44 $230
19
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AT&T CORP.

CONSOLIDATING CONDENSED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED MARCH 31, 2001
(DOLLARS IN MILLIONS)

GUARANTOR GUARANTOR
AT&T SUBSIDIARY
PARENT TCI

MEDIAONE
FINANCE
IIT

516
$516

504

504

12
12

$516

GUARANTOR

NON-GUARANTOR
SUBSIDIARIES

$ 136
64,383
64,519
43,094
46,284
10,593

49,622
29,296
$243,408

$ 7,396
15,603
22,999
10,197
35,801

359

69,356
1,612

3,000

(4106)

169,856
169,440

$243,408

TCI

SUBSIDIARY FINANCING

MEDIAONE
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NET CASH PROVIDED BY (USED IN) OPERATING
ACTIVITIES . t i it ittt ittt et et e e te e $ (173)
INVESTING ACTIVITIES

Capital expenditures and other

Additions . . vttt e e e e e e (254)
[ 3wl o S (692)
NET CASH (USED IN) PROVIDED BY INVESTING

N (946)

FINANCING ACTIVITIES
Proceeds from long-term debt

1SS UANCES e i ittt t e e e e e e e
Proceeds from debt from AT&T............ 101
Issuance of convertible preferred

securities and warrantsS..........ueeeo.. 9,811
Increase (decrease) 1in short-term

borrowings, nNet........ouiiiieeneeeennnn (9,911)
[ 1w 1 1,118
NET CASH PROVIDED BY (USED IN) FINANCING

O 1,119
Net (decrease) increase in cash and cash
equivalents . i ittt e e e e e e
Cash and cash equivalents at beginning

Of YeaAT e i ittt e e e e e e e e e
Cash and cash equivalents at end of

PeTIOd . ¢ ittt et ettt e e e e e $ -

MEDIAONE
FINANCING
IT

NET CASH PROVIDED BY (USED IN) OPERATING
O Y $ —
INVESTING ACTIVITIES
Capital expenditures and other

additions. ...t e e e e e

NET CASH (USED IN) PROVIDED BY INVESTING
ACTIVITTIES . it ittt ettt et e e eennnsenneas
FINANCING ACTIVITIES
Proceeds from long-term debt
1SS UANCES e i ittt et e e e e e e
Proceeds from debt from AT&T............
Issuance of convertible preferred
securities and warrants................
Increase (decrease) 1in short-term
borrowings, nNet........uuiiieeneeeennnn

NET CASH PROVIDED BY (USED IN) FINANCING
ACTIVITTIES . it ittt ettt et e e eennnsenneas
Net (decrease) increase in cash and cash
equivalents . ittt e e e e e
Cash and cash equivalents at beginning

20
22

$ 501

(6)

(739)

(745)

337

MEDIAONE
FINANCE
IT

$(582)

841

840

187

(445)

(258)

MEDIAONE
FINANCE
IIT

NON-GUARANTO
SUBSIDIARIES

$ 2,192

(3,662)

(3,525)

(7,187)

6,158
(337)

540
(1,356)

5,005
10
126

$ 136

R
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AT&T CORP.

CONSOLIDATING CONDENSED INCOME STATEMENTS
FOR THE THREE MONTHS ENDED MARCH 31, 2000
(DOLLARS IN MILLIONS)

GUARANTOR GUARANTOR TCI TCI TCI
AT&T SUBSIDIARY FINANCING FINANCING FINANCING
PARENT TCI I IT v
REVENUE . + v vt ettt ettt tneeeeeeenns $5,922 s — S—— S$—— S——
Operating Expenses
Costs of services and products... 742
Access and other connection...... 1,874
Selling, general and
administrative................. 664 28
Depreciation and other
amortization............. ... ... 513 14
Amortization of goodwill,
franchise costs and other
purchased intangibles.......... 8
Net restructuring and other
Charges. . vu ittt i it it 663 16
Total operating expenses......... 4,464 58
Operating income (losses)........ 1,458 (58)
Other income (expense)........... 304 9 10 4
Interest expense (benefit)....... 956 354 9 10 4
Income (losses) before income
taxes, minority interest and
earnings (losses) from equity
investments.....vot it 806 (412)
Provision (benefit) for income
L= == 376 (66)
Minority interest income
(EXPENSE) ¢ v vt ettt et eeeeeeeeenn (40) (5)
Equity earnings from Liberty
Media GroUP. .« vt eeeeeeeeeennnnn 942
Net earnings (losses) from other
equity investments............. 1,702
Net income (1lOSSEeS) v vviueeennnnnn $2,092 S 591 S—— S—— $——
CONSOLIDATED
AT&T CORP.
REVENUE . + v vttt et ettt tteeeeeeennn $15,901
Operating Expenses
Costs of services and products... 3,915
Access and other connection...... 3,588
Selling, general and
administrative......... ... ... 3,289
Depreciation and other
amortization.........iiiiiii.. 1,566

Amortization of goodwill,

franchise costs and other

purchased intangibles.......... 368
Net restructuring and other
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Charges. . vu ittt i et i e 773
Total operating expenses......... 13,499
Operating income (losses)........ 2,402
Other income (expense)........... 668
Interest expense (benefit)....... 589
Income (losses) before income
taxes, minority interest and
earnings (losses) from equity
investments.......... .. 2,481
Provision (benefit) for income
LU= = 509
Minority interest income
(EXPENSE) ¢ v v ettt et eeeeeeeeenn (44)
Equity earnings from Liberty
Media GroUP ..+t v eeeeeeeeeennnnn 942
Net earnings (losses) from other
equity investments............. (187)
Net income (lOoSSEeS) . ivviveeenenn. S 2,683
21
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AT&T CORP.
CONSOLIDATING CONDENSED BALANCE SHEETS
AS OF DECEMBER 31, 2000
(DOLLARS IN MILLIONS)
GUARANTOR GUARANTOR
AT&T SUBSIDIARY
PARENT TCI
ASSETS
Cash and cash equivalents............. S - $ -
Receivables. ...t ittt iennann. 11,424 2,577
Investments...... ...ttt
Deferred income taxes.........coueuee... 811
Other current assets.........ccieiio... 1,103 11
TOTAL CURRENT ASSETS. ...t iiteereennenn 13,338 2,588
Property, plant & equipment, net...... 9,064 93
Franchise costs, net.................. 838
Licensing costs, net.........ovv.. 30
Goodwill, net.....c.iiiiiiii e 161
Investment in Liberty Media Group and
related receivables, net............. 34,290
