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FINANCIAL HIGHLIGHTS

Dollars in millions, except per share amounts, ARPU and CPGA

Year ended December 31, 2007 2000 Change
Revenue

Services Revenue $12,532 $ 9,374 33.7%

Total Revenue $13,610 $10,446 30.3%
Operating Income $ 598 $ 237 163.0%
EBITDA" $ 3,100 $ 1876 65.3%
EBITDA Margin? 24.7% 20.0% 470 bp?
Income from Continuing Operations Before

Income Taxes and Net Equity (Losses) Earnings

From Investments in Unconsclidated Subsidiaries $ 586 $ 686 (14.5%)
Net (Loss) Income Available to

Common Shareowners# $ (963) $ 528 (282.1%)
Per AT&T Wireless Common Share

(Basic and Diluted Share)

Net (Loss) Income* $ (0.38) $ 0.21
Capital Expenditures $ 5,045 $ 3714 35.8%
Subscribers (in thousands)® 18,047 15,163 19.0%
Net Subscriber Additions (in thousands) 2,928 2,565 14.1%
Average Revenue Per User (ARPU) $ 62.60 $ 68.20 (8.2%)
Average Minutes of Use Per Subscriber (MOU) 382 351 8.8%
Cost Per Gross Subscriber Addition (CPGA) $ 334 $ 367 (9.0%)
Average Monthly Churn 2.9% 2.9%

' EBITDA is defined as operating income excluding depreciation and amortization

2 Calculated as a percentage of services revenue

2 b.p. = basis points

4 Includes $1,087 miltion impact of loss from discontinued operations in 2001 compared to a loss from discontinued operations

of $170 million in 2000

% Total subscribers in consolidated markets
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Activate service and receive 50%0 more anytimeée minutes AND
3,000 night and weekend minutes per month, on any AT&T
Wireless Digital Advantage Calling Plan or AT& T Wireless
Regional Advantage Calling Plan $39.99 monthiy and above,
with a two-vyear agreaement.

Or, receive 3,000 night and weekend minutes per month when
vou activate new service on any AT &T Wireless Digital Advantage
Caziling Plan or AT&T Wireless Regional Advantage Calling Plan
$39.99 monthily and above, with a one-year agreement.

COr, receive 2,000 night and weekend minutes per month with a
two-vyear agreement, or 1,000 night and weekernd minutes per
month with 2 one-year agreement, when you activate new
service on the AT&T Wireless Digital Advantage $29.99 Calling
Plan or AT&T Wireless Regional Advantage $29.99 Caliling Plan.

With thhese rate plans, vou still receive Unlimited Text Messaging
from AT &T Wireless for the first three months, and if vou sigmn a
two-vear agreement we'll waive the $35 activation fee!

All minutes are available as long as you remain on the same
caliing pian.

Explanation of Rates amd Charges

2002 ATE&T Wiaireless. All rights reserved. Requires new activation on a
. qgualified AT&T Wireless calling plan, credit approval, activation fee, one- or
two-year agreement, a digital multi-network phone and a cancellation fee.
Night and Weekend Minutes and Anytime Minutes available to you as long as
you remain on the same calling planm selected at activation; benefits terminate
upon cancellation of service or migration to another price point. May not be
avaiiablie Ffor plurcHhase or use i alif areas. Rates do not apply to credit
card calis. Airtime for each call is rounded up to the next full mMminute. Monthily
included and promotional minutes cannot be carried over to any other month.
Roaming, additional minute charges, other restrictions, charges, surcharges
and taxes apply. Subject to General Terms and Conditions and caliing plan
brochure. May not be available with other offers. AIll offers available from
April 1, 2002, until September 30, 2002. Night and Weekend Minutes
Promotion: Available on calls placed from the Home Calling Area. Applicable
long distance charges additional. Night and weekend airtime is from 8:00 p.m.
to 6:59 a.m. Monday—Friday; and Friday 8:00 p.m. through Monday 6:59 a.m.
Text Messaging from AT&T Wireless: No monthly fee or per message
charges apply to any text messages sent or received for the first three
months of service. You can only send messages when using the ATS&T
Wireless mnetwork and then only in select geographic areas. Ability to receive
messages in any geographic area is mnot an indication that you can send
messages. Maximum message length is 1680 characters, which includes the
e-mail address. Messages not delivered in 72 hours for any reason will be
deleted. Extra Anytime Minutes Promotion: Only available with sigrned
two-year service agreement con AT&T Wireless Digital Advantage or AT&T
Wireless Regional Advantage $39.9¢ or above calling plans. All terms and
conditions relating to lncluded Anytime Minutes apply. $35 Waived
Activation Fee: Only available with signed two-year service agreement. You
will be charged $35 activation fee if signed two-year contract not received
within 60 days of activation. Nokia 5165 Offer: Only available at participat-
ing locations. Call ahead for detaiis. One Nokia 5165 per activation on a
qgualified AT&T Wireless calling plan. Not available with activation on AT&T

Free2Go Wireless.

——— ATal VWireless
h——————




OPPORTUNITY: GROWING

There's a revolution in the air—a new era in wireless communications that will let you stay in touch
with the people, information, and things that matter most. Send text messages and surf the Internet
from the back seat of a taxi. Check your email between meetings while on a business trip. See
financial headlines at your kid's soccer game. Track your favorite team on ESPN. Get movie tickets,
sports news, stock prices, and traffic information at the sound of your voice. Listen to the music of
your choice. And when a picture's worth a thousand words, take one —and instantly send it to
someone you love. All from an easy-to-use device you already know: a wireless phone. Welcome to
the new generation of wireless —your life made truly mobile as only AT&T Wireless can. As wireless
voice and data continue to converge, the opportunities for our customers and our company are
greater than ever. So is our unigue opportunity to leverage them and lead the way. Our strategy is
focused. Our technology is leading. Our customer satisfaction is high. Our resources are unrivaled.
Our spirit is contagious. The time is right. And we are ready.
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TC OUR SHAREHOLDERS

| am delighted to deliver this first annual report of the fully independent
AT&T Wireless company. We have just completed an extraordinary 12 months
of growth, including our debut as a public company. This year also caps a
24-month period since we first announced our journey to independence.
During this journey we have almost doubled your company’s size — adding
nearly 8.5 million new customers, nearly $6 billion of new annual revenue, and
raising EBITDA (defined as operating income excluding depreciation and
amortization) to more than $3 billion. In fact, we have grown more in the last
two years than we grew in the entire preceding six years as a wholly owned division of AT&T. With
“freedom and independence” as our destination, we have put together a consistent record of
execution that shows we can translate “plans made” into “commitments kept'

But at the same time that we have all this terrific news, | am challenged to explain a frustrating

mix of conditions. To put it most directly —your company is in excellent shape, but your stock is not.
Though our record of delivering growth is nothing short of breathtaking, the performance of our
share price is nothing short of dismal. It has lost a significant portion of its value since we launched
our “tracker stock” in April of 2000. It is cold comfort that most other wireless stocks are down as
much or more, and that we remain one of the financially and operationally strongest carriers in the
wireless sector. The truth is that in a time when the wireless sector caught the flu, we have suffered
along with everyone else.

But why the flu? Why does skepticism over the future of wireless drag down even well-positioned
carriers like us? The short answer is that wireless companies are all investing heavily in building
networks that will unwire America at a time when the investment community is questioning whether
there is enough profitable growth left in a fiercely competitive industry to yield attractive returns on
all that invested capital.

We see the answer to the profitable growth question as a resounding “YES!" We believe that those
who invest now in high-performance networks and in the acquisition of the most valuable customers
will take the lion’s share of that growth and create the maost value. That's why we are not retrenching.
We plan to invest maore than $5 billion in 2002 to expand and improve our networks. And we will
redouble our efforts to ensure that the customers we attract deliver profitable growth for our owners.

We can identify four fundamental reasons validating our confidence:

= We had the growth gene coded into our corporate DNA from the earliest days of the wireless
revolution, and it's still here.

= We have a compelling vision for the future of wireless and a clear strategy for turning that vision
into reality.

> We have the basic building blocks in place that will turn wireless niceties into wireless necessities
and, ultimately, into a wireless way of life —an "mLife.

° We know how to make the most out of our industry’s potential, and we have so much growth ahead
of us that it would make a redwood sapling jealous.
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As a new public company with the most exciting wireless growth still tc come, we want to share in
some detail these four reasons for our confidence and abiding faith in the future of our company.

The Growth Gene  First, the gene. We are descended from one of the nation’s most entrepreneurial
companies. From 1984 to 1993, McCaw Cellular was one of the wireless industry’s pioneers. As a
kind of wildcat prospector in what has been called the wireless gold rush, the company struck gold
in federal spectrum lotteries, mergers, and acquisitions. Growth was exponential.

In 1993, McCaw’s 2.6 million customers and $2.2 billion in revenue merged with AT&T in a transaction
valued at more than $11 billion. Six years later we had 9.6 million customers and $7.6 billion in
annual revenue,

Our first step toward “re-independence” was the April 27, 2000, offering of the AT&T Wireless Group
tracking stock. Independence Day came for us on July 9, 2001, when we completely cut the cord
from AT&T. Along the trail toward independence, we enhanced our growth by building more than two
dozen new markets, buying a half-dozen systems to fill major holes in cur footprint, and boosting our
customer count to today’s number of nearly 19 million. .

The Vision and Strategy  Our vision of the wireless future is as straightforward as it is audacious.
We envision a future where our customers can reach all of the world's people and all of the world's
information —anywhere, anytime, wherever they stand on the face of the earth.

[t is a world where wireless seamlessly connects you to what you care most about — family, friends,
business information, messages, and entertainment —no matter where you may be. It is an
extraordinary proposition: “Be connected, yet be free —all the time.

This promise is so powerful that AT&T Wireless has given it a name — mLife. We started a real buzz
when we debuted mLife during the Super Bowl in early February. More than a million visitors flocked
to our mLife website within 48 hours of our first Super Bowl ad.

Just as important as our vision is the strategy that will turn it into reality. We are focused, laser-like,
on becoming the premier wireless company for mobile voice and data services in the major markets
of North America. We are building a high-performance, next-generation network to serve our
customers. We will deploy a global standard that is also the gold standard in wireless communication
technology.

We have already started down this strategic path. We have created an independent company. We
have tapped the capital markets to fund its operation, and we have one of the strongest —if not the
strongest —~ balance sheets in the industry. We have closed our fixed wireless business and divested
minority investments outside North America that don't further our strategy. We have reinvested the
proceeds from those sales to strengthen our presence in North American markets outside the United
States, like Canada and the Caribbean. And we're just about halfway through building a global-
standard, next-generation network throughout our entire footprint.
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But vision and strategy aren’t enough to make a company successful. Lots of children have visions of
being Olympic athletes. They even have a strategy for how to do that. But unless they have the basic
physical building blocks that a world-class athlete needs, they are destined for other careers.

The Building Blocks  We have the building blocks we need to execute our strategy and achieve our
vision. The four cornerstones of an infrastructure that will make AT&T Wireless the jewel of North
America are in place in the United States: lots of spectrum, a broad footprint, quality in our networks,
and a commitment to the new global standard technology.

> A wireless company is nothing without spectrum. Along with our affiliates, we have enough
spectrum to operate the current-generation networks and build out the next-generation
GSM/GPRS/EDGE network to 99 percent of the population.

We even have enough spectrum to deploy a full third-generation UMTS network to more than two-
thirds of the population. And we have a war chest of dollars set aside to buy additional spectrum
as needed.

°

We also have a nationwide network. In January of 2000, our network footprint covered barely

40 percent of the population. Since then we have built, bought, and integrated new systems until
today (including TeleCorp PCS) our footprint encompasses about 200 million Americans —more than
70 percent of the population.

For the highest return on your investment, we want to build our next-generation network to serve
around three-quarters of the people in the United States. And we know precisely where to place
that network for maximum value, right down to the ZIP Code level. Where we don't build, we'll
provide our customers with uninterrupted service through the kinds of affiliate, partnership, and
commercial roaming arrangements that now give our subscribers virtually nationwide service.

o

We have successfully tackled our recent network quality challenges. This past December, for the
first time in our history, 100 percent of our markets met our quality standards for letting people
make a call on the first try and for delivering the level of voice quality we expect. This year we're
raising the bar even higher.

°

Finally, we are on schedule in transforming our network for the next generation of wireless
services. We are following a technology path from voice-only service to voice, data, messages,
music, information, and video —from GSM and GPRS to EDGE to UMTS. This technology path is
the dominant global standard now. It should be the mainstream technology for the next generation
of wireless services and deliver to our customers lower costs, higher-performance services, a wider
array of wireless devices, and first crack at the most innovative new applications.

Using these building blocks as the four corners of our foundation, we expect to capitalize on the
enormous growth potential that lies ahead for wireless. '

The Growth Potential We are confident in our future because we see at least three significant
sources of untapped growth,

« First, we see more customers ahead. Less than 50 percent of the United States’ population has
mobile phones. In several developed countries, that number is well over 70 percent. The United
States will almost certainly make it to that level of penetration, too. This means there are more than
80 million subscribers still to join wireless networks in the United States.
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We also know that there are millions of potentially high-value customers among those 80 million
people. Our challenge is to do better segment marketing and to shape calling plans that appeal

to these potential customers. Historically AT&T Wireless has been very good at this, and we are

preparing to do lots more of it.

» Second, we have a very large growth opportunity as customers increase their usage after signing
up for our services and discovering the wireless advantage of calling anytime from anywhere. And
we're also poised to capture more of today’s traditional wired minutes. A little more than 12 percent
of the total conversation minutes in the United States are wireless. Almost 88 percent are still wired.

= Third, we have only begun to use wireless for more than just talk. Text messaging, already growing
rapidly throughout the United States, is merely the first service that goes beyond voice. It will soon
be followed by applications for retrieving information and for a host of muitimedia applications.

Our new network will boost the speed of delivery for all this information and give mobile
professionals secure access to the applications currently running behind their companies’ firewalls
on laptops, PDAs, or pocket PCs. And when we meld the power of the Internet with the convenience
of untethered wireless communications, we'll see applications nobody has even dreamed of yet.

Finally, when it comes to wireless data, we have the ultimate trump card. We are partners with the
world’s wireless data champion —NTT DoCoMo of Japan —and we have the exclusive rights to their
famous i-mode services and technology in North America.

The End of the Beginning  All of that adds up to a very long runway for wireless growth. We have
only just reached the end of the beginning — both as a company and an industry — but we have begun
and begun well,

Just as the Bell System did something profound for the United States by wiring the country in the
20th century and opening it to a new kind of communication, it is now our chalienge and privilege to
do something profound in the 21st century by “unwiring” America so that its people may enjoy new
levels of communication and connection,

This dedication to a greater purpose, deep within the DNA of AT&T Wireless, is at once both
entrepreneurial and sustaining. The people here talk about using the technoclogy they love to make a
difference for families, friends, and customers —today and tomorrow. And we will. Why? Because our
faith in a wireless future is steadfast. Because people want their mLife. Because our confidence in
our ability to deliver it is undiminished. And because our excitement about the opportunity in a mobile
multimedia future is unabated.

We can't wait to begin the next stage of our journey.

Sincerely,

John D. Zeglis
Chairman of the Board and CEO

March 18, 2002

|
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STRATEGY: FOCUSED

AT&T Wireless has a single strategic focus: to be the premier mobile voice and data carrier in North
America — by targeting the most valuable customers in the world’s most valuable market. And we're
well on our way. In the eight quarters ending last December, we nearly doubled our subscriber base
to more than 18 million. We've extended our network footprint to cover nearly 200 million people,
including our recently completed acquisition of TeleCorp PCS. Block by block, across North America,
we know where the best wireless customers live, work, play, and travel. We also know what matters
most to them and how to keep them. In 2001, we further refined our market segmentation to identify
the most valuable customers, creating a detailed strategic roadmap for cost-effectively deploying our
resources in all the right places. We're expanding our footprint throug’h investments, acquisitions,
partnerships, and commercial agreements. The build-out of our global-standard, next-generation
network is progressing on schedule and on budget. We're creating calling plans in sync with our
customers’ lives —and applying our technology to the products and services that higher-value
customers want. Our disciplined strategic focus is backed by the efficient capital investment and
unwavering custemer commitment only AT&T Wireless can make.

NETWORK COVERAGE AREA
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TECHNOLOGY: LEADING

Making wireless a simple and intuitive way for our customers to better manage their time, get
information, and stay in touch —that's where AT&T Wireless technology is leading. In 2001, we were
the first in the United States to launch advanced wireless data services. And we led the industry in
offering customers 10-digit cross-carrier text-messaging capability. Given our rich spectrum portfolio,
we can move farther, faster, to deploy the global gold standard in next-generation network
technology. Our customers will simply know that they're among the first to enjoy hot mobile data

services. Throughout 2002, as we execute on our technology strategy, we'll roll out a steady stream
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of new and enhanced services, including fast connections to information and entertainment sites on
the wireless Internet and hands-free, in-vehicle communications. We'll provide mobile professionals
with untethered access to the information they need most. Many of these services will benefit from
our exclusive North American alliance with Japan’s NTT DoCoMo, the global champion in data
services. We're leveraging our experience and market focus with the right mix of content and
services to lead the next industry cycle in data. So it will be easy for our customers to be more
productive by using their favorite wireless device —and one trusted provider.
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SATISFACTION: HiGH

The best wireless customers have more reasons than ever to start with us —and stay with us. In
2001, our customer satisfaction was rated the highest in more of the U.S. wireless markets in the
J.D. Power and Associates Wireless Customer Satisfaction Study than any other carrier. We launched
a dedicated mobile multimedia services group to bring customers the best and brightest in wireless
data capabilities. We introduced AT&T Wireless #121 service, an easy-to-use, voice-activated
information service. In early 2002, we anncunced plans for a new voice-enabled Blackberry® device
for on-the-move calling as well as convenient email access. With America Online, we brought the
popular AOL® Instant Messenger™ service to our customers’ wireless devices. We also increased
retention through our new Customer Advantage incentives. And in a cluttered marketplace, our ability
to give our customers compelling personal choices in wireless is more valuable than ever. in fact,
we're making our largest-ever commitment to communicate our customer-centric world — through
mLife. More than a brand campaign, mlife invites each customer to create a unique mobile life —to
be free yet connected anytime. mLife reaffirms the real power of wireless communication: the ability
to keep human beings connected to the people, information, and things that are important to them —
helping them live life in ways that are rewarding, relevant, and fun.
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" Excluding the 1999 non-cash asset impairment and restructuring charge

RESOURCES: STRONG

AT&T Wireless ended 2001 with one of the best balance sheets in the industry —as well as robust
growth in revenues, EBITDA (defined as operating income excluding depreciation and amortization),
and subscribers. Within the last 24 months, since being announced as a separate business, we have
increased revenues by nearly $6 billion and more than doubled our EBITDA. We're leaders in an
industry with more than 80 million untapped potential subscribers for traditional wireless voice
services alone. Having the resources to both fund the business and seize strategic opportunities
allows us to fuel growth on multiple fronts. A few examples: In 2001, our mobile multimedia services
group was formed to bring a rich array of wireless data services to attract new customers and
increase usage among current customers. We extended our network’s reach by about 30 million
people in key strategic markets with the acquisition of TeleCorp PCS. And we opened 126 new AT&T
Wireless-branded retail outlets, bringing our total to more than 800. As the largest independently traded
wireless carrier in North America, our deployment of resources is undistracted and undiluted by
competing corporate capital needs. We have the focus, and the freedom, to offer the strength and

resources of a large-cap powerhouse with the agility and continued growth of an industry innovator.
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SPIRIT: CONTAGIOUS

The people of AT&T Wireless are filled with spirit and passion. We channel our energy into our
commitments to customers, colleagues, co-owners, and communities. We work to make each

day for AT&T Wireless customers better than the last. We know that we can do our best work by
supporting each other as we work together. Our eyes are always on the co-owners of our business —
the investors who look to us to add value to their investment. And we understand that the wireless
technology we love can make a difference in our communities. The people of AT&T Wireless have a
long tradition working as partners with local and national non-profit organizations like the American
Red Cross. And this past year, following the tragic events of September 11, we were privileged to
deploy more than 5,000 wireless handsets to help keep emergency workers, families, and
communities in metro New York City, Washington, D.C., and western Pennsylvania connected. Last
year we also worked closely with local officials and non-profit groups throughout the United States to
increase public awareness of driver safety and encourage our customers to use their wireless phones
responsibly. We take all our commitments seriously, and we strive to keep them by bringing integrity
to every action, respect to every relationship, and excellence to everything we do.
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Opposite page, feft to right:

Frank Dedoy, Engineering and Operations Services

Barbara Fitzsimmons, Customer Care (top)

Feza Buyukdura, Network Technology Development (bottom)
Regan Sedlarcik, Retail Sales

Marc Pfingst, Wireless Network Services

This page, left to right:

Joanne Maher, Customer Care

Jeff Brunson, Technology Development

Mary Buyukdura, Information Technology (top)
Nancy Roth, Enterprise Data Products (bottom)
Mike Dabah, Retail Sales
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THETIME: NOW

The true convergence of wireless voice and data is happening now —and bringing with it a

new wave of growth opportunities. Not only did we anticipate this defining moment —we helped to
create it. And, over the last 24 months, we've laid the groundwork to make the most of it.

As the largest independently traded carrier in North America, we have the strategic focus, flexibility,
and financial resources to execute our plan for continued and consistent growth. We're uniquely
positioned to capture the emerging mobile voice and data opportunities that will shape the world’s
most important wireless market — North America. We hold one of the richest spectrum portfolios in
the industry. We're well on our way to deploying the new global standard in next-generation network
technology. And we're making it easy for other technology leaders to partner with us. The people of
AT&T Wireless not only founded the industry, they also share a passion for helping people create a
new, truly mobile life. All of which gives AT&T Wireless the power to lead the wireless revolution right

where it belongs: in the palm of our customer’s hand.
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BOARD OF DIRECTORS

John W. Madigan
Nobuharu Ono

Wayne M. Perry

Walter V. Elisha (68) From 1983 until his retirement in
1998, Elisha served as chairman of the board of Springs

Industries Inc,, and as chief executive officer of Springs
industries from 1981 to 1997. Elisha also serves as a
director of Cummins Engine Company. He is a member of
the Audit and Governance Committees.

Donald V. Fites (68) From 1980 until his retirement in
1899, Fites served as chairman of the board and chief
executive officer of Caterpillar Inc. Fites also serves as a
director of Oshkosh Truck Carporation, AK Steel
Corporation, Exxon Mobil Corporation, Georgia-Pacific
Corporation, and Wolverine World Wide, Inc. He is
chairman of the Governance Committee and a member of
the Audit Committee.

Ralph S. Larsen (63) Since 1989, Larsen has served as
chairman of the board and chief executive officer of
Johnson & Johnson. He also serves as a director of
Xerox Corporation. He is chairman of the Compensation
Committee.

John W. Madigan (64) Since 1995, Madigan has served
as chief executive officer of Tribune Company, and has
served as the chairman of the board of Tribune since
1996, Madigan also serves as a director of Morgan
Stanley Dean Witter & Co. He is chairman of the Audit
Committee.

Walter Y. Elisha
Donald V. Fites
Ralph S. Larsen

"N

g d

A. Barry Rand
Carolyn M. Ticknor
John D. Zeglis

Nobuharu Ono (66) Since July 2001, Ono has served as
chief executive officer and president of NTT DoCoMo
USA, Inc. and executive vice president, deputy senior
executive manager, Global Business Division, NTT
DoCoMo, Inc. Ono also serves as a director of NTT
DoCoMo. He is a member of the Governance Committee.

Wayne M. Perry (52) Perry currently serves as chief
executive officer of Edge Wireless LLC. He also serves as
a director of ImageX. He is a member of the Governance
Committee.

A. Barry Rand (57) Since April 2001, Rand has served as
chairman emeritus of Avis Group Holdings, Inc. Rand also
serves as a director of Agilent Technologies, Inc., Abbott
Laboratories, and Equitant Corp. He is a member of the
Compensation and Governance Committees.

Carolyn M. Ticknor (54) From 1999 until her retirement in
March 2001, Ticknor served as president, Imaging and
Printing Systems, of Hewlett-Packard Company. Ticknor
also serves as a director of Boise Cascade Corporation.
She is a member of the Compensation Committee.

John D. Zeglis (54) Zeglis is chairman of the board and
has been the chief executive officer of the business since
October 1999. His extensive communications experience
includes the role of president of AT&T, where he was
responsible for its wireless, consumer, and international
businesses. Zeglis also serves as a director of He!merich

and Payne, Inc., and Georgia-Pacific Corporation.
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SENICR LEADERSHIPTEAM

John D. Zeglis

Chairman and CEO

Mohan S. Gyani

President, Mobility Services

Andre Dahan
President, Mabile Multimedia Services

Joseph McCabe Jr.
Executive Vice President
and Chief Financial Officer

S |

Michael R. Benson
Executive Vice President and Chief Information Officer

Robert H. Johnson
Executive Vice President, National Wireless Operations

Roderick D. Nelson
Executive Vice President and Chief Technology Officer

Gregory L. Slemons
Executive Vice President, Wireless Network Services

Michael G. Keith |

President,
AT&T Wireless TeleCorp
Philip H. Qsman
Executive Vice President,
Mobile Multimedia Services
Jordan M. Roderick
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GLOSSARY

ARPU (Average Revenue Per User): The average
amount of money received monthly from a
company's wireless customers,

Ceil site: The location where the wireless antenna

and network communications equipment is placed.

Crurn: A measure of the number of subscribers
who leave or switch to another carrier's service.

CPGA (Cost ner Gross Subseriber Addilien}: The
average amount of money a company spends to
acquire one new customer.

Duszl bard: A handset that works on two
frequencies.

Duzl mode: A handset that works on two
different technical networks.

GPRS (General Packet Radic Service): A GSM
data transmission technigue that transmits and
receives data in packets, making very efficient
use of available radio spectrum.

GSV {Cickal Syster for Vobile Communicaticns):

The most widespread digital cellular or PCS
network used throughout the world.

Lecal calling area: The region across which
a call is truly local, involving no toll charges.

Cff-peek: The periods of time during which
carriers may offer discounted airtime charges.

PCS (Personal Communicaiions Services): A two-
way messaging and data service designed as the
second generation of cellular.

PDA (Personzi Digital Assisierni): A portable
computing device that may be capable of
transmitting and receiving data, making possible
services such as messaging, email, calendar, and
other information-handling capabilities.

P0OPs (population): This term is used to designate
the number of people in a market.

Prenaid wireless: A billing alternative to allow
subscribers to pay in advance for wireless service.

Rozming: When a customer travels outside his or
her wireless carrier’s local area.

SIS (Short Messzging Service): Electronic text
messages sent over a wireless network.

Telemnatics: The integration of wireless communi-
cations capabilities in vehicles.

Thizd-Generation Techneicgy (3G): The next
generation of wireless technology, beyond
personal communications services, that is
expected 1o offer increased voice capacity
and high-speed data capabilities.

UMTS (Universa! Mobile Telecommunications
System): The most widely adopted global
standard for third-generation wireless systems,
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L SE-ECTED HISTORICAL FINANGIAL DATA 3
AT&T Wireless Services, Inc. and Subsidiaries (In miflions, except for per share amounts and other operating data) (Unaudited)
For the Years Ended December 31, 2001 2000 1999 1998 1997

STATEMENT OF OPERATIONS DATA":

Revenue $13,610 $10,446 $ 7,627 $ 5,406 $ 4,668
Operating income (loss) 598 237 (569) (279) 23
Income (loss) from continuing operations 200 828 (345) 203 187
Loss from discontinued operations (1,087) (170) (60) (39) (62)
Dividends on preferred stock held by AT&T 76 130 56 56 56
Net (loss) income available to common

shareholders (963) 528 (461) 108 69

Income (loss) from continuing operations
available to common shareholders per

share — basic and diluted $ 005 $ 028 $ (0.18) $ 008 $ 005
Loss from discontinued operations

per share —basic and diluted $ (0.43) $ (0.07) $ (0.02) $ (0.02) $ (0.02)
Net (loss) income available to common

shareholders per share — basic and diluted $ (0.38) $ 02 $ (0.18) $ 0.04 $0.03
Weighted average shares — basic 2,630 2,530 2,530 2,530 2,530
Weighted average shares ~diluted 2,532 2,632 2530 2,532 2,532

Cash dividends declared per share - - - - -
BALANCE SHEET DATA":

Assets of continuing operations $41,634 $34,313 $23,111 $19,193 $18,788
Assets of discontinued operations 88 989 401 267 252
Total assets 41,722 35,302 23512 19,460 19,040
Total debt? 6,705 2,651 3,658 2,589 2,447
Preferred stock held by AT&T - 3,000 1,000 1,000 1,000
Mandatorily redeemable common stock 7,664 - - - -

Total shareholders' equity 19,281 21,877 12,997 10,632 10,187
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SELECTED HISTORICAL FINANCIAL DATA 7{
AT&T Wireless Services, Inc. and Subsidiaries (In millions, except for per share amounts and other operating data) {Unaudited)
For the Years Ended December 31, 2001 2000 19939 1998 1997

CASH FLOW DATA': _
Net cash provided by operating activities of

continuing cperations $ 2,734 $ 1,786 $ 913 $ 440 $ 1,392
Capital expenditures and other additions (5,205) 8,601 (2,135 (1,169) (1,859)
Net acquisitions of ticenses (23) (63) (47) (65) (443)
Distributions and sales of unconsolidated

subsidiaries 882 360 236 1,354 294
Contributions, advances and purchases

of unconsolidated subsidiaries (1,284) (1,645) (284) (1586) - (84)
Net (acquisitions) dispositions of

businesses including cash acquired (3) (4,763) 244 324 -
Net (decrease) increase in debt

due to AT&T (2,438) 1,038 900 100 200
Proceeds from issuance of long-term debt

due to others, net of issuance costs 6,345 -~ ~ - -
Proceeds attributed from DoCoMo

investment, net of costs 6,139 ~ - - -
Redemption of preferred stock held by AT&T (3,000) ~ ~ - -
Proceeds attributed from AT&T Wireless Group

tracking stock offering - 7,000 - - -
Transfer from (o) AT&T - 1,001 344 (694) 611
Net cash used in discontinued operations (568) (749) (183) (76) (126)
OTHER FINANCIAL DATA:

EBITDA from continuing operations? $ 3,100 $ 1,878 $ 662 $ 785 $ 838
EBITDA from continuing operations (excluding
asset impairment and restructuring charges) 3,100 1,876 1,190 905 998

OTHER OPERATING DATA:

(In thousands, except $ and %-are actual)

Consolidated subscribers 18,047 15,163 9,569 7,174 5,964
Covered population4 167,682 162,896 114,217 - -
Licensed population* 216,589 214,188 191,742 - -
Subscriber churn 2.9% 29% 2.6% 2.7% 2.5%
Total cost per gross subscriber addition $ 334 $ 367 $ 387 $ 392 $ 432

v All periods reflect the fixed wireless business as discontinued operations.
2 includes $4 million of long-term debt that is included in other long-term liabilities at December 31, 2000 and 1999.

3 EBITDA is defined as operating income excluding depreciation and amortization. We believe EBITDA, as well as EBITDA exciuding our non-cash asset impairment and
restructuring charges, to be relevant and useful information as these are the primary metrics used by our management to measure the performance of our business.
EBITDA should be considered in addition to, but not as a substitute for, other measures of financial performance reported in accordance with accounting principles gener-
ally accepted in the United States of America, including our cash flows from operating, investing and financing activities. EBITDA, as we have defined it, may not be
comparable to similarly titted measures reported by other companies.

IS

Population, or POPs, represents AT&T Wireless Services’ consalidated operations and does not include affiliate markets. POPs are counted once whether a POP is cov-
ered/licensed only by wireless licenses at the 850 megahertz frequency or by wireless licenses at the 1800 megahertz frequency or by both. The amount of wireless
spectrum licensed varies by geographic territory.
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Introduction
We are one of the largest wireless communications service providers in the United States. We seek to expand our cus-
tomer base and revenue stream by providing high-quality, innovative wireless services. As of December 31, 2001, we

had over 18.0 million consolidated subscribers. For the year ended December 31, 2001, we had $13.6 billion of total
consolidated revenues.

Over the past two years, we have created a new company. The initial step was AT&T's creation of AT&T Wireless Group
tracking stock in 2000. We took the next step, over the past year, with the establishment of AT&T Wireless Services as

an independent, publicly traded company. When we separated from AT&T on July 9, 2001, we became the largest inde-
pendent, unaffiliated wireless carrier in North America.

Strategic Focus. In addition to becoming independent from AT&T, we have spent the past two years shaping cur strat-
egy and positioning our company to execute on that strategy. We have a single-minded strategic focus: “Mobile Voice
and Data in the Major Markets of North America” We view our business as a mobility business, providing wireless voice
and data applications wherever and whenever in our North American target market.

During the past two years, and especially in 2001, we made significant strides in executing our strategy and continuing
a history of delivering on our operational commitments. In particular, we have made progress on the following aspects
of our strategy:

= Expanding our “footprint’

* Maintaining a strong spectrum position

= Enhancing our next-generation network and technology
= Deciding to exit the fixed wireless business

Expanding Our Footprint. A key component of our strategic execution has been the strengthening, in a cost-effective
manner, of the service territory that we refer to as our “footprint” We began 2000 with only 114 million consolidated
covered POPs (or population), just under 40% of the country. Today we stand at nearly 200 million, including the POPs
associated with our recently completed acquisition of TeleCorp PCS, inc. Including the POPs of our affiliates, we had
over 220 million covered POPs as of year-end 2001. We achieved this growth through a combination of building out
over two dozen markets as well as through acquisitions and affiliations. Our long-term objective is to have virtually
100% national coverage. We plan to accomplish this through consolidated systems, affiliations, and joint ventures.

Spectrum Position. Another important element of our strategic focus is the maintenance of a strong spectrum position.
We operate one of the largest U.S. digital wireless networks. As of December 31, 2001, we and our affiliates held 850
megahertz and 1900 megahertz licenses to provide wireless services covering 99% of the U.S. population. As of that
date, we and our affiliates covered approximately 88% of the U.S. population with at least 30 megahertz of wireless
spectrum. At the same date, our networks and those of our affiliates operated in markets including over 78% of the
U.S. population and in all 50 of the largest U.S. metropolitan areas. We supplement our operations with roaming agree-
ments that allow our subscribers to use other providers’ wireless services in regions where we do not have operations,
With these roaming agreements, we are able to offer customers wireless services covering over 85% of the U.S. popu-
lation. The depth of our portfolio will allow us to build our interim enhanced data network (2.5G) coverage in nearly
100% of the nation’s population, and provides enough additional spectrum for a broad third-generation network (3@)
footprint in over 70 of the top 100 U.S. markets. We have committed to provide an aggregate of $2.6 billion to Alaska
Native Wireless (ANW) to finance the acquisition of licenses for which ANW was the highest bidder in the recent auc-
tion of PCS licenses that included spectrum originally licensed to NextWave Telecom, inc. A number of the licenses in
that auction were in top 100 U.S. markets. To the extent ANW is not awarded these licenses, we could use these funds
for other purposes, including acqguisition of spectrum.

Next-Generation Technology. We are developing a next-generation network to accelerate the availability of enhanced
data services offerings. We announced plans during the fourth quarter of 2000 to adopt a 2.5G technology known as
GSM/GPRS (global system for mobile communications/general packet radio service) and a mainstream 3G technology
migration path to UMTS (universal mobile telecommunications system). As part of the technology mainstream, UMTS is
the same global standard that has been selected by operators throughout Europe, Japan, and other parts of the world.
Although no technology path has been developed on an industry-wide basis, we believe this technology path will provide
higher performance, lower network and handset costs, and greater industry-wide R&D investment. In addition, during
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the fourth quarter of 2000, we entered into a strategic alliance with NTT DoCoMo, Inc., a leading Japanese wireless
communications company, to develop mobile multimedia services on a global-standard, high-speed wireless network.
During 2001, we built out GSM/GPRS markets representing approximately 45% of our covered POPs, with the remain-
ing build-out to be completed in 2002. We expect to make significant additional capital expenditures in 2002 as we
complete our GSM/GPRS build-out. Our build-out schedule, as well as our commercial launch of GSM/GPRS markets,
requires the availability of both network infrastructure, as well as handsets from various vendors. We plan to begin load-
ing new customers, as well as migrate existing customers to GSM/GPRS service, in 2002 and accelerate thereafter.

Strategic Refocus — Decision to Exit Fixed Wireless Business. Having focused our strategy on mobility in North
America, we have made some important decisions during 2001 that will be reshaping our business, as well as con-
tinuing our commitment to profitability,. We announced our decision {o exit the fixed wireless business and began
implementing that exit during the fourth quarter of 2001, Earlier in 2001, we began monetizing overseas minority
investments in Japan and Malaysia, aligning our international investments with our North America strategy. We have
been reinvesting the proceeds in North America, with additional investments in Rogers Wireless Communications, Inc.
in Canada as well as in the Caribbean.

Highlights of Operational Results and Growth Opportunities. Over the past two years, we have grown our subscriber
base by almost 8.5 million, through new subscriber additions and through acquisitions that occurred during 2000. In
2001, consolidated subscribers grew by 19% to end the year at over 18.0 million. We expect a slower rate of sub-
scriber growth during 2002, reflecting the economic slowdown, higher penetration levels, and increasing competition in
our markets. Despite the slower rate of growth for 2002, we believe that there are significant long-term growth areas
for the wireless industry and we are favorably positioned to seize these opportunities. We, along with the entire indus-
try, have experienced an astounding growth in minutes of use in recent years. Some of this increase has been derived
from new subscribers, while another significant part of this increase has been derived from additional usage within the
existing subscriber base. We believe there is a significant opportunity to capitalize on wireline-to-wireless migration,
especially given that the wireless industry currently carries only an estimated 12% of all voice minutes in the U.S. We
also intend to increase wireless penetration levels as we address untapped market segments.

Services Revenue and ARPU. [n 2001, we grew services revenue by 33.7% to a record $12.5 billion. This resulted in
average revenue per user (ARPU) of $62.60 for 2001, a decrease of 8.2% compared to 2000. We expect traditional
service revenue per customer to decline as competitive pricing trends lower, as well as a result of moving into new
market segments. This trend should be partially offset with increased minutes of use per subscriber, additional focus
on under-penetrated high-revenue market segments, and as new service features, such as wireless data transport
and applications, take hold.

Churn and Customer Retention. Another critical element of our strategic focus is customer retention. Our average
monthly subscriber churn rate was 2.9% in 2001, Although this was comparable to the prior year, our churn rate for
the fourth quarter of 2001 was 2.7%. Numerous company-wide initiatives, including customer retention programs and
network quality improvement, contributed to these results, despite operating within a highly competitive and economi-
cally challenged environment. Although the fourth quarter churn rate of 2.7% may not be sustainable, especially in the
short term, controlling churn will remain an important operational priority. We expect churn in the industry to be some-
what volatile.

EBITDA and EBITDA Margin. Focused cost control, in combination with the top line subscriber and revenue growth,
enabled us to achieve record 2001 EBITDA. EBITDA, defined as operating income excluding depreciation and amor-
tization, is a primary metric used by our operating decision-makers to measure our ability to generate cash flow.
EBITDA for 2001 was $3,100 million, a growth of 65.3% compared to 2000. EBITDA margin, defined as EBITDA

as a percentage of services revenue, was 24.7% in 2001, compared to 20.0% in 200C. This earnings growth and
margin improvement is a direct resuit of a series of management initiatives. Incollect expenses, or costs incurred for
our subscribers to roam on other carrier networks, were reduced in absolute dollars in 2001 through a combination
of on-network footprint expansion, targeted service offers, and roaming rate reductions. Tighter expense control in
anticipation of a weakening economy kept headcount essentially flat in 2001 and led to a reduction in discretionary
spending. Additionally, numerous initiatives in sales and marketing drove year-over-year costs per gross subscriber
addition (CPGA) down by 9% in 2001 versus 2000. In order to continue this improvement in EBITDA and EBITDA
margin, we will need to continue to grow our subscriber base and revenue stream and continue to generate operating
cost efficiencies. Network cost per minute is projected to decline due to our expanding footprint leading to more on-
net minutes, lower roaming rates, and the cost efficiencies of our technology path. We also project that costs to add
customers will decrease as a result of distribution mix, handset scale economies, and segment marketing.
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Capita! Expendaitures. Capital spending was $5 billion in 2001, in line with our targeted projection. We expect to spend
at about the same level in 2002. The composition of the spending is anticipated to shift, from roughly 20% associated
with 2.5G in 2001 to approximately two-thirds expected to be associated with 2.56G in 2002. We believe that 2001 and
2002 will be the high-water marks for our capital spending. Starting in 2003, we expect capital spending, while still
significant, to decline and be driven by demand.

Reckground

On Qctober 25, 2000, AT&T Carp. (AT&T) announced a restructuring plan, stating its intention ta create a separate
company for its wireless services businesses, named AT&T Wireless Services, Inc, termed “the split-off" AT&T Wireless
Services includes substantially the same assets and liabilities that were represented by AT&T Wireless Group tracking
stock, which AT&T created on April 27, 2000. In conjunction with the offering of AT&T Wireless Group tracking stock
in April 2000, 15.6%, or 360 million shares, of AT&T Wireless Group tracking stock were sold at an offering price of
$29.50 per share. AT&T Wireless Group tracking stock was a class of AT&T common stock which was intended to pro-
vide holders with financial returns based on the financial performance and economic value of AT&T's wireless services.
businesses.

During May 2001, AT&T completed an exchange offer which allowed AT&T common shareholders to exchange shares
of AT&T common stock for shares of AT&T Wireless Group tracking stock. Approximately 372.2 million shares of AT&T
common stock were tendered in exchange for approximately 437.7 million shares of AT&T Wireless Group tracking
stock, at an exchange ratio of 1.176 shares of AT&T Wireless Group tracking stock for each validly tendered share

of AT&T common stock.

On July 9, 2001, AT&T converted all shares of AT&T Wireless Group tracking stock into shares of AT&T Wireless
Services common stock on a one-for-one basis. In addition, AT&T completed a distribution of approximately 1.136 billion
shares of AT&T Wireless Services common stock to AT&T shareholders in the form of a stock dividend. These trans-
actions effected the split-off of AT&T Wireless Services from AT&T, and resulted in AT&T Wireless Services becoming
an independent, publicly traded company.

Exit of Fixed Wireless Business

In December 2001, we finalized plans and received approval from our board of directors to exit the fixed wireless busi-
ness. This decision resulted in a pre-tax charge during the fourth quarter of $1.3 billion, reflecting a write-down of the
assets and the impact of phased exit charges. We anticipate that disposal of the fixed wireless business will be com-
pleted by mid-2002. We will continue to evaluate our phase-out plan throughout this period. On February 12, 2002, we
completed the sale of certain fixed wireless assets to Netro Corporation (Netro), a company that is engaged in a busi-
ness substantially different from our fixed wireless business. For $18 million in cash and 8.2 million shares of Netro
common stock, Netro acquired a license to inteliectual property, equipment, and proprietary software assets. As a result
of the transaction, we now own approximately 13.5% of Netro's outstanding common stock.

In accordance with Accounting Principles Board (APB) Opinion No. 30, “Reporting the Results of Operations —
Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring
Events and Transactions,' the consolidated financial statements of AT&T Wireless Services have been restated to reflect
the fixed wireless business as discontinued operations. Accordingly, the revenue, costs and expenses, assets and cash
flows of the fixed wireless business have been excluded from the respective captions in the Consolidated Statements
of Operations, Consolidated Balance Sheets and Consolidated Statements of Cash Flows and have been reported as
“Loss from discontinued operations,” net of applicable taxes; as “Assets of discontinued operations”; and as “Net cash
used in discontinued operations” for all periods presented.

Revenue for discontinued operations was $19 million, $2 million, and $0 for 2001, 2000, and 1998, respectively. Loss
from discontinued operations per basic and diluted share was ($0.43), ($0.07), and ($0.02) for 2001, 2000, and 1999,
respectively. Assets of discontinued operations were $88 million and $989 million as of December 31, 2001 and 2000,
respectively.

2eleile investment

in January 2001, NTT DoCoMo, Inc. (DoCoMo) invested $9.8 billion in a security of AT&T that, like AT&T Wireless Group
tracking stock, was intended to reflect a portion of the financial performance and economic value of AT&T Wireless
Group. We were allocated $6.2 billion of the gross proceeds from AT&T. Additionally, we were allocated $20 million of
costs associated with the transaction. AT&T retained the remaining $3.6 billion of the DoCoMo investment proceeds

as consideration for the reduction in AT&T's retained portion of our value. In conjunction with the split-off, DoCoMo’s
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investment was converted into 406 million shares, or approximately 16%, of AT&T Wireless Services’ common stock. As
part of this investment, we entered into a strategic alliance with DoCoMo to develop mobile multimedia services on a
global-standard, high-speed wireless network. DoCoMo may require the repurchase of its investment at DoCoMo's orig-
inal purchase price, plus interest, if we fail to meet specified technological milestones, under certain circumstances.

TeleCorp PCS, Inc. Acquisition

On October 8, 2001, we announced that we had entered into an agreement to acquire TeleCorp PCS, Inc. (TeleCorp) in
an all-stock transaction then valued at approximately $4.7 billion. We agreed to acquire the remaining 77% of TeleCorp
that we did not already own for AT&T Wireless Services common stock then valued at approximately $2.4 billion and
the assumption of $2.1 billion in net debt and approximately $221 million in preferred securities. We closed the merger
transaction with TeleCorp on February 15, 2002. This transaction resulted in our adding consoclidated markets covering
a population base of approximately 30 million in 14 states.

Cther Strategic Acquisitions

On December 28, 2000, we completed the acquisition of a wireless system in Houston, which covered a population
base of approximately 5 million potential customers and served approximately 180 thousand subscribers as of the
acquisition date. Also on December 29, 2000, our equity interest in AB Cellular, an entity that owned cellular properties
in Los Angeles, Houston and Galveston, Texas, was redeemed. In consideration for our equity interest, we received
100% of the net assets of the Los Angeles property. The Los Angeles property covered a population base of approxi-
mately 15 million potential customers and served approximately 1.3 miilion subscribers as of December 31, 2000,

On November 14, 2000, we completed a transaction with our affiliate TeleCorp that resufted in our acquisition of
wireless systems in several New England markets. On October 2, 2000, we completed the acquisition of a wireless
system in {ndianapclis. Combined, the New England and Indianapolis markets covered a population base of approxi-
mately 4 million potential customers, and served approximately 145 thousand subscribers as of their acquisition dates.

On September 28, 2000, we completed the acquisition of a wireless system in San Diego, which covered a population
base of 3 million potential customers. Also, during the third quarter of 2000, we completed the acquisition of a wireless
system on the Big Island of Hawaii. Combined, these two markets served more than 180 thousand subscribers as of
their acquisition dates.

In June 2000, we completed the acquisition of the remaining 50% partnership interest we previously did not own in
CMT Partners (Bay Area Properties). The Bay Area Properties covered a population base exceeding 7 million potential
customers and, as of the acquisition date, served nearly 1 million subscribers. Also in June 2000, we completed the
acquisition of Wireless One Network, L.P. (Wireless One). Wireless One owned and operated wireless systems in
Northwest and Southwest Florida covering a population base of 1.6 million potential customers and served approxi-
mately 190 thousand subscribers as of its acquisition date.

In February 2000, AT&T and Dobson Communications Corporation, through a joint venture, acquired American Cellular
Corporation. AT&T contributed its interest in the joint venture to us as of the date of the acquisition. This acquisition
increased our coverage in New York State and several Midwest markets by adding approximately 450 thousand sub-
scribers as of the acquisition date.

The following discussion describes the financial condition and results of operations of AT&T Wireless Services. This
discussion includes the effect of certain other subsidiaries, assets, and liabilities of AT&T that constituted AT&T
Wireless Group. AT&T has contributed to us all of the subsidiaries, assets, and liabilities that constituted AT&T Wireless
Group. Consistent with our historical financial statements, we have treated these contributions and related transactions
in a manner similar to a pooling of interests and we have assumed these contributions and refated transactions were
completed in historical periods by the legal entity AT&T Wireless Services.

Consclidated Results of Operations

The following discussion and analysis provides information that management believes is relevant to an assessment and
understanding of our consolidated results of operations for the years ended December 31, 2001, 2000, and 1898 and
financial condition as of December 31, 2001 and 2000. The comparison of the 2001 results with 2000, as well as the
comparison of the 2000 results with 1999, were affected by the acquisitions that occurred during 2000 as discussed
above. The resuits of the fixed wireless business are discussed within “Loss per share from discontinued operations.’
As a result of our discontinuation of the fixed wireless business, we operate in a'single business segment.
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Critical Accounting Policies and Estimates

The following discussion and analysis is based upon our consolidated financial statements, which have been prepared

in accordance with accounting principles generally accepted in the United States of America. The preparation of our
financial statements requires management to make estimates and assumptions that affect the reported amounts of
revenue and expenses, and assets and liabilities, during the periods reported. Estimates are used when accounting for
certain items such as unbilled revenues, allowance for doubtful accounts, sales and marketing programs and incentives,
employee compensation programs, depreciation and amortization periods, taxes, inventory values, and valuations of
investments and intangible assets: Additionally, during the fourth quarter of 2001, we recorded estimated losses asso-
ciated with the discontinuation of our fixed wireless business. We base our estimates on historical experience, where
applicable, and other assumptions that we believe are reasonable under the circumstances. Actual results may differ
from our estimates under different assumptions or conditions.

We believe that the following critical accounting policies affect our more significant judgments and estimates used in
the preparation of our consolidated financial statements. We recognize services revenue based upon minutes of use
processed and contracted fees, net of credits and adjustments for service discounts. As a result of our billing cycle
cut-off times, we are required to make estimates for services revenue earned but not yet billed at the end of each
quarter. These estimates are based primarily upon historical minutes of use processed. We maintain allowances for
doubtful accounts for estimated losses resulting from the inability of our customers to make required payments. We
base our estimates on the aging of our accounts receivable balances and our historical write-off experience, net of
recoveries. If the financial condition of our customers were to deteriorate, additional allowances may be required. We
record accruals asscciated with sales and marketing promotions and incentives, primarily related to cash rebates
offered. These accruals are based primarily on historical take-rates of similar promotions or cffers. When recording our
depreciation expense associated with our wireless communications equipment, we use estimated useful lives. As a
result of changes in our technology and industry conditions, we periodically evaluate the useful lives of our wireless
communications equipment. These evaluations could result in a change in our useful lives in future periods. We hold
non-controlling investments in several entities for which we apply the equity or cost method of accounting. We record
impairments associated with these investments when we determine that the market value of the decline below our net
book value is deemed to be other than temporary. Volatility in market prices of these investments, or poor operating
performance of these entities, could result in future values of these investments declining below our carrying value.

Year ended December 31, 2001, compared with the year ended December 31, 2000

Revenue. Total revenue primarily includes revenue associated with wireless voice and data services and the sale of
handsets and accessories to both customers and distributors. Services revenue primarily includes monthly recurring
charges, airtime and toll usage charges, and roaming charges billed to both our customers and other wireless service
providers. Services revenue is recognized based upon minutes of use processed and contracted fees, net of credits and
adjustments for service discounts. Amounts collected for services billed in advance of the service period are recorded
as unearned revenue and are recognized when earned. Customer activation fees, along with the related costs up to but
not exceeding these fees, are deferred and amortized over the estimated customer relationship period. Revenue from
data services has not been material in any of the periods presented, nor do we anticipate that revenue from data serv-
ices will be material to our overall services revenue during 2002. We expect that revenues from wireless data services
will increasingly contribute to our services revenue as a result of the increasing availability of GSM/GPRS across our
network and the introduction of new data applications. The revenue and related expenses associated with the sale of
wireless handsets and accessories are recognized when the products are delivered and accepted by the customer or
distributor, as this is considered to be a separate earnings process from the sale of wireless services.

Total revenue increased 30.3% to $13,610 million for the year ended December 31, 2001, compared with the prior
year. Total revenue increased 16.1% for the year ended December 31, 2001, compared with 2000, when adjusted to
exclude the impact of the Bay Area Properties from January to June 2001 due to its acquisition in June 2000, and the
Los Angeles market for 2001, which we began consolidating effective December 29, 2000.

Services revenue for the year ended December 31, 2001, was $12,532 million, an increase of $3,158 million, or 33,7%,
compared with 2000. Services revenue increased 19.1% for the year ended December 31, 2001, compared with 2000,
when adjusted to exclude the impact of the Bay Area Properties from January to June 2001 due to its acquisition in
June 2000, and the Los Angeles market for 2001, which we began consolidating effective December 29, 2000. The
services revenue growth was affected by the results of acquisitions that closed during 2000, as well as by growth
associated with net subscriber additions during 2001. This growth was partially offset by a decline in ARPU. We expect
the rate of growth in our reported services revenue to decline during 2002 due to the impact on the prior year's growth
associated with acquisitions, as well as a result of the anticipated decline in ARPU. These declines in growth rates will
be partially offset by the growth associated with the increase in our subscriber base.
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As of December 31, 2001, we had over 18.0 million consolidated subscribers, an increase of 19.0% compared with the
prior year, of which over 94% were digital subscribers, up from over 90% as of December 31, 2000. Net consolidated
wireless subscriber additions in the year ended December 31, 2001, totaled 2,928 thousand, a 14.1% increase over
the prior year, including 927 thousand during the fourth quarter. Our average monthly churn rate for the year ended
December 31, 2001, was 2.9%, comparable to our churn rate for the year ended December 31, 2000. Although churn
remained flat for the year, churn for the fourth quarter of 2001 declined to 2.7%, down from 3.1% during the third
quarter of 2001. The churn rate related to our postpaid customers for the year ended December 31, 2001, declined
to 2.6%, down from 2.7% in the prior year. Prepaid subscribers as of December 31, 2001, remained a mid-single digit
percentage of the total consolidated subscriber base, similar to the prior year-end. Total subscribers, including affiliate
markets in which we do not own a controlling interest, were nearly 20.8 million at the end of 2001, a 22.0% increase
over the prior year.

Our ARPU for the year ended December 31, 2001, was $62.60, a decrease of 8.2% compared with 2000. Our ARPU
decreased as a result of competitive pricing pressures and market segmentation efforts. Despite the decline in ARPU,
average minutes of use per subscriber increased for the year ended December 31, 2001, compared with the pricr year.
We expect ARPU for the year ended December 31, 2002, o decline from the 2001 level as competitive pricing trends
lower, as well as a result of moving into new market segments. This trend should be partially offset with increased min-
utes of use per subscriber, additional focus on under-penetrated high-revenue market segments, and as new service
features, such as wireless data transport and applications, take hold.

Equipment revenue for the year ended December 31, 2001, was $1,078 million, an increase of $6 million, or 0.6%,
compared with 2000. Equipment revenue for the year ended December 31, 2001, compared with the prior year, was
affected by a decline in the average revenue per item sold to subscribers and distributors, offset by an increase in
quantities of equipment sold. We supply o our subscribers and distributors a selection of handsets at competitive
prices, which are generally offered at or below cost.

Costs of services. Costs of services include the costs to place calls over the network (including the costs to operate
and maintain our network and roaming costs paid to other wireless providers), as well as access, interconnection and
toll charges paid to connect calis on other networks, including those of AT&T. Additionally, costs of services include
the provision for uncollectible receivables and non-income related taxes.

Costs of services for the year ended December 31, 2001, were $3,991 million, an increase of $374 million, or 32.3%,
compared with 2000. Approximately one-third of this increase was due to growth in the subscriber base and their
increased minutes of use, which resulted in an increase in the access, toll and other connection charges paid to con-
nect calls on other networks, including AT&T. An additional approximate one-third of the increase resulted from higher
costs to maintain our owned and operated network, driven by continued expansion of our network during 2001, as
well as the related increase in our network associated with acguisitions which occurred during 2000, The remaining
increase was a result of higher provisions for uncollectible receivables and an increase in non-income related taxes.

Costs of equipment sales. Costs of equipment sales include the costs of the handsets and accessories sold to new
as well as existing customers. Costs of equipment sales for the year ended December 31, 2001, were $2,037 million.
This represented a decrease of $4 million, or 0.2%, compared with 2000. Costs of equipment sales for the year ended
December 31, 2001, as compared with the prior year, were affected by a decrease in the average cost of items sold
to subscribers and distributors. Offsetting these decreases was an increase in the number of items sold.

Selling, general and administrative. Selling, general and administrative expenses (SG&A) for the year ended December
31, 2001, were $4,482 million, an increase of $970 million, or 27.6%, compared with the prior year. Nearly one-half of
this increase in SG&A was due to higher marketing and selling costs, primarily advertising and promotions, and com-
missions and other manpower-related expenses associated with the 34.7% increase in gross consolidated subscriber
additions for the year ended December 31, 2001, compared with the prior year. CPGA, which includes the cost of
handset subsidies recorded in costs of equipment sales, was $334 for the year ended December 31, 2001, a 8.0%
decline compared with the prior year. We expect CPGA to decline during 2002 as a result of our continued focus on
cost reductions. In addition, approximately one-fourth of the SG&A increase was due to an increase in expenses related
to customer care and subscriber billing, which resulted from growth in the subscriber base.

Depreciation and amortization. Depreciation and amortization expenses for the year ended December 31, 2001, were
$2,502 million, an increase of $863 million, or 52.7%, compared with 2000. The increase in depreciation and amorti-
zation expenses primarily resulted from growth in our depreciable asset base resuiting from capital expenditures to
increase the capacity of the network and improve call quality, as well as the impact of a full year's worth of deprecia-
tion expense associated with property, plant and equipment acquired with the acquisitions that closed during 2000,
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Total capital expenditures, including capital expenditures related to internal-use software, were $5,356 million and
$3,876 million for the years ended December 31, 2001 and 2000, respectively. Additionally, amortization expense,
which includes amortization of licensing costs, goodwill, and other acquisition-related intangibles, increased for the year
ended December 31, 2001, as a result of a full year's worth of amortization associated with acquisitions that closed
during 2000. Additionally, effective January 1, 2001, we shortened the lives of certain wireless communications equip-
ment, which increased depreciation expense approximately $136 million, increased net ioss available to common
shareholders approximately $84 million, and increased net loss available to common shareholders per basic and diluted
share approximately $0.03, for the year ended December 31, 2001. As a result of changes in our technology and
industry conditions, we periodically evaluate the useful lives of our wireless communications equipment. These evalua-
tions could result in a change in our useful lives in future periods.

As a result of our evaluation of recent changes in the wireless telecommunications industry and the views of regulatory
authorities, effective January 1, 2001, we began using an amortization period of 25 years for licensing costs and good-
will associated with newly acquired wireless operations. This change did not have a material impact on our results of
operations for the year ended December 31, 2001. See Recent Accounting Pronouncements for details associated with
additional changes in accounting and reporting for goodwill, licensing costs, and other intangibles that are effective
January 1, 2002.

Other income. Other income primarily includes gains or losses on sales or exchanges of assets and businesses, revalu-
ation gains and losses on derivative financial instruments, and interest income. Interest income for periods prior to the
split-off primarily represented interest income from AT&T. Other income for the year ended December 31, 2001, was
$374 million, compared with $534 million for the year ended December 31, 2000. Other income for the year ended
December 31, 2001, primarily included interest income of $278 million and $73 million of gains associated with fair
value adjustments related to the common stock warrants in AT&T Wireless Services which are held by DoCoMo and
were considered to be derivative financial instruments. In December of 2001, the terms of the warrants were amended
such that the warrants will no longer require fair value adjustments subsequent to December 2001. Other income for
the year ended December 31, 2000, included a pre-tax gain of $379 million recognized on transactions assaciated with
our affiliate investment in TeleCorp, interest income of $143 million on the note receivable from AT&T, and pre-tax
gains totaling $141 million associated with the sale of two equity investments during the second quarter of 2000.
Additionally, other income for the year ended December 31, 2000, included a pre-tax loss of $184 million associated
with the acquisition of the Los Angeles cellular property resulting from AB Celiular's redemption of our equity interest
in AB Cellular.

Interest expense. Interest expense, net of amounts capitalized, consists primarily of interest on long-term debt to
others and intercompany debt due to AT&T prior to the repayment in June 2001. Interest expense for the year ended
December 31, 2001, was $386 million, an increase of $301 million, or 363.6%, compared with 2000. The increase

in interest expense related primarily to interest expense associated with the $6.5 billion Senior Notes offering which
occurred in March 2001. This increase was partially offset by a decrease in intercompany interest paid to AT&T.

Provision (benefit) for income taxes. The provision for income taxes for the year ended December 31, 2001, was $311
million, compared with $246 million for the year ended December 31, 2000. The annual effective income tax rate for
the year ended December 31, 2001, was 53.0%, compared with 35.7% for the year ended December 31, 2000. The
annual effective income tax rate for 2001 was affected by non-deductible goodwill and other amortization, reserve
adjustments associated with the split-off, and fair value adjustments associated with the common stock warrants held
by DoCoMo. The annual effective income tax rate for 2000 was affected by non-deductible goodwill, as well as the
sale of a foreign investment.

Net equity (losses) earnings from investments in unconsolidated subsidiaries. Net equity (losses) earnings from
investments in unconsolidated subsidiaries, net of tax, were $75 million of losses for the year ended December 31,
2001, compared with $388 million of earnings for 2000, and were associated with our domestic and international
equity investments. Net equity (losses) earnings from investments in unconsolidated subsidiaries for the year ended
December 31, 2001, included a $298 million after-tax gain associated with the sale of our equity investment in Japan
Telecom. Additionally, net equity (losses) earnings from investments in unconsolidated subsidiaries for the year ended
December 31, 2001, included $66 million, net of tax, associated with impairment charges for market value declines of
two international investments, as these declines were deemed 1o be other than temporary. Net equity (losses) earnings
from investments in unconsolidated subsidiaries for the year ended December 31, 2000, included a $372 million after-
tax gain recognized by our equity investment in AB Cellular on the redemption of our equity interest in December 2000.
Excluding the 2001 and 2000 gains and impairments, net equity (losses) earnings from investments in unconsolidated
subsidiaries, net of tax, decreased $323 million. Approximately three-quarters of this decrease was the result of equity
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earnings recognized during 2000 compared to 2001 related to CMT Partners and AB Cellular. The remaining decrease
was associated with increased losses from domestic affiliate investments, as well as international investments. We
anticipate that we will continue to record equity losses associated with our international, and certain domestic equity
method investments during 2002. Effective with our merger with TeleCorp, we will no longer reflect our proportionate
share of equity losses associated with TeleCorp within net equity (losses) earnings from investments in unconsclidated
subsidiaries, as this entity will be consolidated. See Recent Accounting Pronouncements for details assoclated with
additional changes in accounting and reporting for goodwill, licensing costs, and other intangibles that are effective
January 1, 2002.

Dividend requirements on preferred stock held by AT&T. At December 31, 2000, we had outstanding $3.0 billion of
preferred stock held by AT&T that paid dividends at 9% per annum. In June 2001, we redeemed the $3.0 billion of
preferred stock held by AT&T. Dividend requirements on this preferred stock for the year ended December 31, 2001,
were $76 million and for the year ended December 31, 2000, were $130 million, net of amounts recorded in accor-
dance with a tax-sharing agreement between AT&T Wireless Services and AT&T.

Income (loss) from continuing operations available to common shareholders per share. Income (loss) from continuing
operations available to common shareholders per share was $0.05 for the year ended December 31, 2001, compared
with $0.28 for the year ended December 31, 2000. Partially contributing to the decrease were lower gains associated
with one-time transactions reccerded during 2001 as compared to 2000. The 2001 period included the gain recognized
on the sale of our equity interest in Japan Telecom. The 2000 period included gains resulting from the sale of two
equity investments, the gain on the transactions associated with our affiliate investment in TeleCorp, and the net gain
associated with the redemption of our equity interest in AB Cellular. Also contributing to the decrease in income (loss)
from continuing operations available to common shareholders per share for the year ended December 31, 2001, was
an increase in interest expense, as well as a decrease in net equity earnings from investments, excluding the one-
time transactions. These decreases were partially otfset by an increase in operating income.

Loss from discontinued operations per share. Loss from discontinued operations per share increased to {($0.43) for
the year ended December 31, 2001, compared with ($0.07) for the year ended December 31, 2000. The loss from
discontinued operations for the year ended December 31, 2001, included ($0.32) resulting from the $0.8 billion after-
tax charge associated with the loss on disposal of the fixed wireless business recorded during the fourth quarter.

Net (loss) income available to common sharehaolders per share. Net (loss) income available to common shareholders
per share was a loss of ($0.38) for the year ended December 31, 2001, compared with income of $0.21 for the year
ended December 31, 2000. The decrease in net (loss) income available to common shareholders per share was driven
by both lower income associated with our continuing operations and higher fosses associated with our discontinued
operations.

Year ended December 31, 2000, compared with the year ended December 31, 1959

Revenue, Total revenue increased 37.0% to $10,446 million for the year ended December 31, 2000, compared with the
prior year. Total revenue increased 29.6% for the year ended December 31, 2000, compared with 1999, adjusted to
exclude the Bay Area Properties from July 2000 to December 2000, and to exclude Vanguard Cellular for the period
of January 2000 to April 2000, to correlate results with 1999, due to the June 2000 and May 1999 acquisitions,
respectively.

Services revenue for the year ended December 31, 2000, was $9,374 million, an increase of $2,5651 million, or 37.4%,
compared with 1999. Services revenue increased 29.9% for the year ended December 31, 2000, compared with 1999,
adjusted to exclude the Bay Area Properties from July 2000 to December 2000, and to exclude Vanguard Cellular

for the period of January 2000 to April 2000, to correlate results with 1999, due to the June 2000 and May 1999
acquisitions, respectively. The services revenue growth was driven primarily by strong consolidated subscriber growth.
Additionally, an increase in ARPU for the year ended December 31, 2000, compared with the prior year, contributed

to the growth in services revenue. AT&T Digital One Rate service, including additional calling plans introduced in
August 2000 as well as the AT&T Regional and Digital Advantage plans announced during the second quarter of
2000, contributed to growth in subscribers as well as an increase in services revenue.

As of December 31, 2000, we had nearly 15.2 million consolidated subscribers, an increase of 58.5% compared with
the prior year, of which over 90% were digital subscribers, up from over 79% as of December 31, 1989. Consolidated
subscribers at December 31, 2000 included approximately 3 million subscribers associated with acquisitions that closed
in 2000. Net consolidated wireless subscriber additions in the year ended December 31, 2000, totaled nearly 2.6 mil-
lion, a 87.5% increase over the prior year, including 865 thousand during the fourth quarter. Our average monthly churn
rate for the year ended December 31, 2000 was 2.9%, compared with 2.6% for the year ended December 31, 1899,
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Our average monthly churn rate increased during 2000 as a result of competitive pressures and our efforts to expand
the customers we serve to a broader base of consumer segments. Total subscribers, including affiliate markets in which
we do not own a controlling interest, were over 17.0 million at the end of 2000. Due to the redemption of our equity
interest in AB Cellular during the fourth quarter of 2000, the Houston market subscribers of AB Cellular were no longer
included in our total subscribers. Ending total subscribers included approximately 450 thousand subscribers associated
with our acquisition of American Cellular in February 2000.

Our ARPU for the year ended December 31, 2000, was $68.20, an increase of 3.6% compared with 1999, The
increase was primarily due to increased minutes of use per subscriber, driven in part by the continued success of AT&T
Digital One Rate service and other rate plans introduced in 2000. Our ARPU trended downward during the second half
of 2000 as a result of market segmentation efforts. Despite this, our ARPU remained higher than the wireless industry
average during the year ended December 31, 2000.

Equipment revenue for the year ended December 31, 2000, was $1,072 million, an increase of $268 million, or 33.2%,
compared with 1999. This increase was primarily due to a 53.6% increase in gross consolidated subscriber additions
during the year ended December 31, 2000, compared with 1899, which included gross subscriber additions associated
with acquisitions completed during 2000.

Costs of services. Costs of services for the year ended December 31, 2000, were $3,017 million, an increase of

$487 million, or 19.2%, compared with 1999. Nearly one-fourth of this increase was due to growth in the subscriber base
and their increased minutes of use, which resulted in an increase in toll, access, and other connection charges paid to
connect calls on other networks, including AT&T. An additional approximate one-fourth of the increase was the result
of an increase in the costs to maintain our owned and operated network. The remaining increase was partially a result
of higher provisions for uncollectible receivables, as well as increases in non-income related taxes. Partially offsetting
these increases was a decrease in roaming costs paid to other wireless service providers/carriers.

Costs of equipment sales. Costs of equipment sales for the year ended December 31, 2000, were $2,041 million. This
was an increase of $775 million, or 61.2%, compared with 1999. This increase was due primarily to higher gross sub-
scriber additions in 2000 compared with the prior year, including gross subscriber additions associated with acquisitions
completed during 2000.

Selling, general and administrative. SG&A for the year ended December 31, 2000, were $3,512 million, compared with
$2,641 million for the year ended December 31, 1999, representing an increase of 33.0%. Approximately one-half of
the increase in SG&A was due to higher marketing and selling costs, primarily advertising and commissions, associated
with the increase in gross consolidated subscriber additions for the year ended December 31, 2000, compared to
1998. CPGA was $367 for both the years ended December 31, 2000 and 19899. In addition, approximately one-third
of the SG&A increase was due to an increase in information technology and customer care-related expenses, which
resulted from growth in the customer base.

Depreciation and amortization. Depreciation and amortization expenses for the year ended December 31, 2000, were
$1,639 million, an increase of $408 million, or 33.1%, compared with 1999. The increase in depreciation and amor-
tization expenses primarily resulted from growth in our depreciable asset base resulting from capital expenditures to
increase the capacity of the network and improve call quality. Total capital expenditures, including capital expenditures
associated with internal-use software, were $3,876 million and $2,339 million for the years ended December 31, 2000
and 1999, respectively. Additionally, amortization expense, which includes amortization of licensing costs, goodwill, and
other acquisition-related intangibles, increased for the year ended December 31, 2000, as a result of the 1999 acquisi-
tions of Vanguard Cellular and Honolulu Cellular, as well as the 2000 acquisitions, primarily the Bay Area Properties
and Wireless One, both of which closed during June 2000.

Asset impairment and restructuring charges. During the fourth quarter of 1989, we recorded a $528 million asset-
impairment charge primarily associated with the planned disposal of wireless communications equipment resulting from
a program to increase capacity and operating efficiency of the wireless network. The program provided us with the
newest technology available and allowed us to evolve to new next-generation digital technology, which will provide
high-speed data capabilities.

Other income. Other income for the year ended December 31, 2000, was $534 million, compared with $122 million
for the year ended December 31, 1999, The increase for the year ended December 31, 2000, was due primarily to
the pre-tax gain of $379 million recognized on the transactions associated with our affiliate investment in TeleCorp,
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interest income of $143 million on the note receivable from AT&T, and pre-tax gains totaling $141 million associated
with the sale of two equity investments during the second quarter of 2000. These increases were partially offset by a
pre-tax loss of $184 million associated with the acquisition of the Los Angeles cellular property resulting from AB
Cellular's redemption of our equity interest in AB Cellular, as well as pre-tax gains on the sale of businesses and
investments of $99 million recorded in 1999.

Interest expense. Interest expense for the year ended December 31, 2000, was $85 million, a decrease of $51 million,
or 37.2%, compared with 1999. The decrease was due fo higher levels of capitalized interest as a result of increased
capital expenditures, as well as lower levels of average outstanding debt due to AT&T. The decrease in the average
outstanding debt due to AT&T was attributable to the recapitalization of $2.0 billion of long-term debt due to AT&T into
9% cumulative preferred stock held by AT&T in conjunction with the offering of AT&T Wireless Group tracking stock in
April 2000. These decreases were partially offset by a higher rate of interest charged by AT&T on the intercompany
debt in 2000 versus the prior year.

Provision (benefit) for income taxes. The provision for income taxes for the year ended December 31, 2000, was $246
million, compared with a benefit of $257 million for the year ended December 31, 1999. The annual effective income
tax rate for the year ended December 31, 2000, was 35.7%, compared with 44.1% for the year ended December 31,
1999. The annual effective income tax rate for 2000 was affected by non-deductible goodwill, as well as the sale of

a foreign investment. The annual effective income tax rate for 1999 was affected by the benefit from a change in the
valuation allowance and other estimates, offset by non-deductible goodwill and other purchased intangibles.

Net equity (losses) earnings from investments in unconsclidated subsidiaries. Net equity (losses) earnings from
investments in unconsolidated subsidiaries, net of tax, were $388 million of earnings for the year ended December 31,
2000, compared with $19 million of losses for 1999, and were associated with our domestic and international equity
investments. Approximately $327 million of the increase was related to our domestic equity investments, and the
remaining increase was associated with decreased losses from our international equity investments. The increase in
our domestic net equity earnings was primarily due to a $372 million after-tax gain included in equity earnings for our
proportionate share of the gain recognized by AB Cellular on the redemption of our equity interest in AB Cellular,

Dividend requirements on preferred stock held by AT&T. At December 31, 2000 and 1999, we had outstanding $3.0
billion and $1.0 billion, respectively, of preferred stock held by AT&T that paid dividends at 9% per annum. Long-term
debt due to AT&T of $2.0 billion was recapitalized into an additional $2.0 billicn of 9% cumulative preferred stock held
by AT&T in conjunction with the offering of AT&T Wireless Group tracking stock. Dividend requirements on this pre-
ferred stock for the year ended December 31, 2000, were $130 million and for the year ended December 31, 1999,
were $566 million, net of amounts recorded in accordance with the tax-sharing agreement.

Income (loss) from continuing operations available to common shareholders per share. Income (loss) from continuing
operations available to common shareholders per share was income of $0.28 for the year ended December 31, 2000,
compared with a loss of ($0.16) for the year ended December 31, 1999. Partially contributing to the increase were
one-time transactions recorded during both 2000 and 1999. The 2000 period included gains resulting from the sale of
two equity investments, the gain on the transactions associated with our affiliate investment TeleCorp, and the net gain
associated with the redemption of our equity interest in AB Cellular. The 1899 period included the asset impairment
and restructuring charge. The remaining increase in income (loss) from continuing operations available to common
shareholders per share resulted from higher operating income, as well as increased interest income, partially offset

by an increased provision for income taxes and higher dividend requirements on preferred stock held by AT&T.

Loss from discontinued operations per share. Loss from discontinued operations per share increased to ($0.07) for
the year ended December 31, 2000, compared with ($0.02) for the year ended December 31, 1899. The increased
losses resulted from higher operating expenses, including costs of services and SG&A associated with the launching
of commercial service by the fixed wireless business during 2000.

Net (loss) income available to common shareholders per share. Net (loss) income available to common shareholders
per share was income of $0.21 for the year ended December 31, 2000, compared with a loss of ($0.18) for the year
ended December 31, 1999. The increase in net (loss) income available to common shareholders per share was driven
by higher income associated with our continuing operations, partially offset by higher losses associated with our
discontinued operations.




AT&T WIRELESS ANNUAL REPQORT 2001

Liquidity and Capita] Resources

Capital Resources

Prior to the split-off, financing activities for AT&T Wireless Services and the rest of AT&T Wireless Group were managed
by AT&T on a centralized basis and were subject to the review of the AT&T Wireless Group capital stock committee of
AT&T's board of directors. Sources of funds included AT&T Wireless Group tracking stock offering proceeds attributed
from AT&T, intercompany borrowings from AT&T, internally generated funds, capital contributions from AT&T prior to the
AT&T Wireless Group tracking stock offering, as well as proceeds from the DoCoMo transaction. Capital contributions
from AT&T prior to the offering included acquisitions made by AT&T that have been attributed to us. Non-cash capital
contributions from AT&T related to acquisitions and initial investments funded by AT&T prior o the offering totaled
$539 million and $2,553 million for the years ended December 31, 2000 and 1999, respectively. In addition, AT&T
performed cash management functions on our behalf. Cash balances maintained and reported by us prior to the split-
off primarily represented cash balances for which no right of offset existed with AT&T. Effective with the split-off, we
began performing cash management and financing activities as a stand-alone entity.

We expect to rely on existing cash balances that resulted from various transactions discussed below, as well as cash
generated from operations and external funds, to fund our capital requirements for at least the next 12 months. Our
capital requirements will include capital expenditures associated with continued network expansion, spectrum require-
ments, including commitments associated with our affiliate Alaska Native Wireless (ANW), acquisitions, debt service
requirements, non-consolidated investment fundings, and cash requirements to expand our subscriber base. Sources

of external funds may include the issuance of public equity or debt securities, issuances of commercial paper, utilization
of existing credit facilities, or securitization of receivables. We may also generate cash from the sale of non-strategic
assets or excess spectrum. Our needs for additional capital will be impacted by our ability to reduce cests and continue
to achieve subscriber and revenue growth. .

In association with the split-off, AT&T Wireless Services and AT&T entered into a separation and distribution agreement
that governed the terms of the split-off. In June 2001, we repaid to AT&T the $1.8 billion of long-term debt and
related accrued interest, and redeemed the $3.0 billion of preferred stock and related unpaid dividends held by AT&T.
Additionally, under the separation and distribution agreement, in early July 2001, prior to the split-off, we received pay-
ment of our note receivable from AT&T, which totaled $5.3 billion. The $5.3 billion represented funds not yet utilized
associated with the DoCoMo investment and Senior Notes offering discussed below.

On January 22, 2001, AT&T closed its transaction with DoCoMo. AT&T attributed $6.1 billion of the approximate

$9.8 billion of net proceeds received from DoCoMo to us. We utilized a portion of these proceeds during 2001 to fund
capital expenditures, including capital expenditures to support the initial build-out and launch of our GSM network.
Pursuant to this agreement, DoCoMo may require the repurchase of its investment at DoCoMo's original purchase
price, plus interest, if, under certain circumstances, we fail to meet specified technological milestones. DoCoMe may
require the repurchase of its investment, plus interest, if prior to June 30, 2004, we abandon wideband code division
multiple access as our primary technology for third-generation services, or if we fail to launch services using universal
mobile telecommunications systems (UMTS) in at least 13 of the top 50 U.S. markets, with certain specified exceptions.
Although we believe that the likelihood of us having to repurchase DoCoMo's investment is remote, if this occurred,
the amount would be material to our results of operations and cash flows.

On March 6, 2001, we completed a private placement of $6.5 billion in unsecured and unsubordinated Senior Notes
with $1 billion maturing on March 1, 2006, $3 billion maturing on March 1, 2011, and $2.5 billion maturing on March 1,
2031. The notes pay interest at fixed rates ranging from 7.350% to 8.750% per annum, payable semi-annually, and
include customary covenants. In accordance with registration rights attached to the notes, on October 3, 2001, we
completed an exchange offer exchanging, at the election of the note holder, nearly 100% of private placement Senior
Notes for new Senior Notes pursuant to a registration statement filed under the Securities Act of 1933, We had inter-
est expense of $443 million for the year ended December 31, 2001, associated with these notes, of which $100 million
was capitalized. We have entered into interest rate swaps totaling $700 million as of December 31, 2001, related to
these notes. Interest savings recognized for the year ended December 31, 2007, related to the interest rate swaps
totaled $2 million. We expect to incur interest payments related to these notes of approximately $525 million for the
year ended December 31, 2002.

On March 23, 2001, we entered into Competitive Advance and Revolving Credit Facilities (the Facilities) in the aggre-
gate amount of $2.5 billion consisting of an up to $1.25 biilion 364-day Competitive Advance and Revolving Credit
Facility and an up to $1.25 billion Five-Year Competitive Advance and Revolving Credit Facility. The Facilities are sub-
ject to a facility fee ranging from 8 to 30 basis points, payable quarterly on the total commitment, used or unused. The
facility fees are based on the respective agreements and will fluctuate based on our Senior Notes rating. The Facilities
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are also subject to a utilization fee of 12.5 basis points if borrowings exceed certain lévels as defined in the agree-
ment. The Facilities bear interest at variable rates based upon, in various cases, (1) LIBOR plus 32.5 to 100 basis points
depending on our Senior Notes rating or (ii) 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, warranties and events of default. In addition, the Facilities contain financial covenants requiring us to
maintain certain financial ratios. Further, the existence of an obligation by us to repurchase equity interests from
DoCoMo may under certain circumstances constitute an event of default. No amounts had been borrowed under the
Facilities at December 31, 2001,

During June 2001, we finalized agreements with a group of commercial paper dealers to issue up to $2.5 billion of pri-
vate placement commercial paper notes. The notes will be unsecured, ranking pari passu with our other unsubordinated
and unsecured indebtedness. Maturity of the notes will be up to 365 days from date of issue. As of December 31,
2001, we had not issued any notes under this program.

On March 1, 2002, we initiated a three-year accounts receivable securitization program. The securitization program will
allow for up to $1.2 billion of financing, to be collateralized by subscriber trade accounts receivable. Under the program,
we can sell subscriber trade accounts receivable on a revolving basis to a special~purpose, wholly owned subsidiary of
us. Our wholly owned subsidiary would then sell an undivided interest in such receivables to an unrelated third-party
financing entity. The financing is subject to program fees, payable monthly, based on the outstanding borrowed amount.
There are currently no amounts outstanding under this financing arrangement. This financing arrangement is to be
used for general corporate purposes, is subject to customary securitization covenants and will be recorded as an on-
balance sheet transaction. included in the covenants are provisions for the termination of the program in the event that
a minimum credit rating is not maintained by us associated with our Senior Notes.

Capital Requirements — Capital Expenditures
The operation, upgrade, and expansion of our network, including our upgrade to next-generation technologies will
require substantial amounts of capital over the next several years. Capital expenditures totaled $5.0 billion for the year
ended December 31, 2001, of which approximately 20% represented capital expenditures associated with the initial
build-out of our interim data network, GSM/GPRS. The remaining approximately 80% represented capital expenditures
associated with our existing TDMA network. During 2002, we expect to spend approximately $5.0 billion on capital
expenditures, of which we estimate that approximately two-thirds will be spent on our GSM/GPRS network. We have
entered into various purchase commitments for network equipment as well as handsets related to the development of
. our next-generation strategy. Those commitments totaled $1.5 billion as of December 31, 2001, and expire between
2002 and 2004,

Capital Reguirements — Spectrum

We may also require substantial capital for additional spectrum, including our existing commitment as discussed below
to fund spectrum purchases made by our affiliate ANW. To the extent winning bids made by ANW are revoked and the
licenses are not granted, we may pursue other alternatives associated with acquiring additional spectrum. Access to
this spectrum, or other sources of spectrum, will enhance our existing spectrum portfolio, as well as help us to meet
customer growth targets and the growing demand for and usage of existing and new wireless products.

During November 2000, AT&T Wireless Services joined with others in the formation of a venture, ANW, which partici-
pated in the Federal Communication Commission's (FCC) recent auction of license spectrum in the 1800 megahertz
band, which is used to provide wireless services. In January 2001, the auction was completed, and ANW was the high
bidder on approximately $2.9 billion in licenses. AT&T Wireless Services committed to fund $2.6 billion to ANW to fund
ANW's purchase of licenses. As of December 31, 2001, AT&T Wireless Services funded approximately $309 million of
the commitment through a combination of a non-controlling equity interest and debt securities of ANW. On March 4,
2002, the FCC announced that it is prepared to grant to ANW some of the licenses on which it was the high bidder
upon payment of $90 million, which Is the balance of the purchase price for those licenses. AT&T Wireless Services
anticipates that it will provide funding for this purchase to ANW. The remaining approximately $2.2 billion of additional
funding will be made if and when the remaining licenses are granted, and will take the form of convertible and non-
convertible notes of ANW. At the fifth anniversary of the first date on which licenses won in the auction are granted
to ANW, and in addition to other means by which they may transfer their interests, the other owners of ANW have the
right to require AT&T Wireless Services to purchase their equity interests. If this right were exercised five years after
license grant, assuming licenses are granted in March 2002, the purchase price would be up to approximately $1.1 bil-
lion and would be payable, at AT&T Wireless Services’ option, in cash or marketable securities. The right to require
AT&T Wireless Services to purchase these interests may be exercised before the five-year anniversary of the license
grant if the conditions of certain FCC regulations restricting the free transferability of certain licenses offered in this
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auction are met earlier. If the right were exercised earlier, the purchase price would be calculated in generally the same
way as if exercised at five years, except that a discount would be applied. In certain circumstances, if a winning bid of
ANW is rejected or if any license granted to ANW is revoked, AT&T Wireless Services would be obligated to compen~
sate other owners for making capital available to the venture. AT&T Wireless Services does not believe the amount of
any such compensation, if it were required, would be material. In June 2001, a federal appeals court ruled that the FCC
had acted improperly in repossessing from NextWave Telecom, Inc. most of the spectrum offered in the auction. The
United States Supreme Court has ruled that it will hear an appeal of that decision.

We had commitments to fund spectrum acquisitions and operational funding requirements of an equity method invest-
ment that totaled approximately $251 million as of December 31, 2001. These commitments were fully funded during
the first quarter of 2002.

Capital Requirements — Acquisitions

On October 8, 2001, we announced that we had entered into an agreement to acquire TeleCorp in an all-stock trans-
action then valued at approximately $4.7 billion. We agreed to acquire the remaining 77% of TeleCorp that we did not
already own for AT&T Wireless Services common stock then valued at approximately $2.4 billion and the assumption
of $2.1 billion in net debt and approximately $221 million in preferred securities. We closed the merger transaction
with TeleCorp on February 15, 2002,

Upon closing of the transaction with TeleCorp, we repaid approximately $938 million of the debt assumed from
TeleCorp, including their outstanding bank credit facilities and government financings. The remaining debt we assumed
primarily includes senior subordinated notes paying interest rates ranging from 10 5/8% to 12 3/4%. Certain of these
notes contain restrictive covenants. We are currently evaluating alternatives related to these senior subordinated notes.
Assuming the senior subordinated notes remain outstanding during 2002, our expected interest payments associated
with these notes would be $95 million. Also upon closing of the transaction, we issued mandatorily redeemable pre-
ferred stock to replace certain previously outstanding series of TeleCorp preferred stock, which accrete interest at
rates of 6.0% per annum.

In addition to the debt service requirements associated with the TeleCorp acquisition, we will also require capital
resources to fund their operational needs, including operational requirements associated with aligning TeleCorp's mar-
kets with our existing national processes. Additionally, we will require capital resources to fund capital expenditures

to expand their existing network and begin initial deployment of their interim data network.

On February 27, 2002, we signed a definitive agreement to acquire for $285 million in cash the remaining 49% minor-
ity interest in a market in which we previously held a 51% ownership interest. The agreement remains subject to
certain closing conditions and is expected to close in the first half of 2002

Capital Requirements — Other

In December 2001, we finalized plans and received approval from our board of directors to exit the fixed wireless busi-
ness. This decision resulted in a pre-tax charge during the fourth quarter of $1.3 billion, reflecting a write-down of the
assets and the impact of phased exit charges. The pre-tax charge of $1.3 billion included asset write-offs of $1.1 bil-
lion and estimated cash closing costs associated with the exit of the business of $258 million, of which $30 million
was paid in December 2001. We anticipate that disposal of the fixed wireless business will be completed by mid-2002.

We periodically make equity contributions into international and domestic investments in which we do not own a con-
trolling interest. We currently have no commitments outstanding related to these investments, with the exception of our
commitment associated with ANW discussed above.

In conjunction with the split-off, we entered into a Master Carrier Agreement with AT&T to purchase certain voice and
data telecommunications services. Under the Master Carrier Agreement, we are required to purchase wholesale long-
distance services we provide to our customers in an amount equal to our 2007 actual purchases for each of five years,
beginning with the date of split-off. We are required to pay AT&T any shortfall in cumulative usage at the rate of $0.01
per minute at the end of the five year period. Our maximum commitment for this shortfall as of December 31, 2001
was approximately $484 million. We are also required to purchase long-distance services associated with our adminis-
trative phone usage equal to $75 million for each of three years following the split-off. As of December 31, 2001, we
had fulfilled approximately $45 million of the first year's commitment under the agreement. In addition, we are required
to purchase certain network data services from AT&T in an amount equal to $36 million for each of the three years fol-
lowing the split-off. As of December 31, 2001, we had fulfilled all of the first year's commitment under the agreement.

As of December 31, 2001, cur estimated commitments associated with operating leases were approximately $2.3 billion.
These commitments are associated with contracts that expire in various years through 2045.
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We have commitments with local exchange carriers for dedicated leased lines. The original terms of these commit-
ments vary from month-to-month up to five years. We incurred approximately $300 million in 2001 related to these
dedicated transport commitments. We also have various other purchase commitments for materials, supplies, and other
items incidental to the ordinary course of business which are not significant individually, nor in the aggregate.

As of December 31, 2001, we had no material off-balance sheet financing arrangements.

Cash flows for the year ended December 31, 2001, compared with the year ended December 31, 2000

Net cash provided by operating activities of continuing operations for the year ended December 31, 2001, was $2,734
million, compared with $1,786 million for the year ended December 31, 2000. The increase in net cash provided by
operating activities from continuing operations was primarily due to an increase in operating income excluding depreci-
ation and amortization, resulting from revenue growth and a continued focus on cost reductions. Net cash provided by
operating activities of continuing operations also increased as a result of a decrease in inventories in the current year
versus an increase in the prior year, as well as an increase in interest accruals for the year ended December 31, 2001.
These increases were partially offset by larger increases in operating and payroll-related accruals for the year ended
December 31, 2000, as compared with the current year. Net cash used in investing activities from continuing opera-
tions for the year ended December 31, 2001, was $5,910 million, compared with $9,927 million for the year ended
December 31, 2000. The decrease was due primarily to the acquisitions of wireless systems in Houston, Indianapolis,
San Diego, the Bay Area Properties, and Wireless One totaling approximately $4.7 billion during 2000. Additionally,
investing activities from continuing operations for the year ended December 31, 2001, included the approximate $650
million in pre-tax proceeds realized on the sale of our equity interest in Japan Telecom. Offsetting these decreases was
an increase in capital expenditures for the year ended December 31, 2001, compared with the year ended December
31, 2000, primarily as a result of spending associated with the initial build-out of our GSM network. Net cash provided
by financing activities of continuing operations for the year ended December 31, 2001, was $7,034 million, compared
with $8,947 million for the year ended December 31, 2000. Financing activities of continuing operations for the year
ended December 31, 2001, included the $6.1 billion of allocated net proceeds from AT&T associated with the invest-
ment by DoCoMo, as well as the $6.3 billion of net proceeds received from our Senior Notes offering in March 2001,
These proceeds were offset by the $2.4 billion of debt repaid to AT&T and $3.0 billion of preferred stock held by AT&T
that we redeemed in June 2001. Net cash provided by financing activities of continuing operations for the year ended
December 31, 2000, primarily included the $7.0 billion of proceeds allocated from AT&T associated with the April 2000
offering of AT&T Wireless Group tracking stock, as well as an increase in debt and transfers from AT&T. Net cash used
in discontinued operations decreased to $568 million for the year ended December 31, 2001, versus net cash used of
$749 million for the year ended December 31, 2000. The decrease in net cash used in discontinued operations was
primarily driven by $184 million of license purchases made by the fixed wireless business during the year ended
December 31, 2000.

Cash flows for the year ended December 31, 2000, compared with the year ended December 31, 1899

Net cash provided by operating activities of continuing operations for the year ended December 31, 2000, was
$1,786 million, compared with $913 million for the year ended December 31, 1999. Approximately three-quarters of
the increase in cash provided by operating activities from continuing operations was due to an increase in operating
income excluding depreciation and amortization, and the asset impairment and restructuring charge in 1999, resulting
from revenue growth and expense leveraging. The remaining increase was due to an increase in operating and payroll-
related accruals, partially offset by increases in inventories and accounts receivable. Net cash used in investing
activities from continuing operations for the year ended December 31, 2000, was $9,927 million, compared with
$1,986 million for the year ended December 31, 1999. The increase was due primarily tc the acquisitions of wireless
systems in Houston, Indianapolis, San Diego, the Bay Area Properties, and Wireless One totaling approximately $4.7
billion. Equity investment purchases increased primarily due to the acquisition of approximately $1.0 billion in equity
interests in international ventures, acquired from AT&T in association with their acquisition of MediaOne. The remaining
increase was due to increased capital expenditures as a result of efforts to increase network capacity in existing
markets as well as to expand our national footprint. Net cash provided by financing activities of continuing operations
for the year December 31, 2000, was $8,947 million, compared with $1,234 million for the year ended December 31,
1999. The increase was primarily due to the $7.0 billion of proceeds attributed from the offering of AT&T Wireless
Group tracking stock, $0.6 billion of short-term debt borrowed from AT&T, as well as increased transfers from AT&T
prior to the offering, to fund acquisitions and higher capital expenditures. Net cash used in discontinued operations
increased to $749 million for the year ended December 31, 2000, versus net cash used of $183 million for the year
ended December 31, 1899. The increase in net cash used in discontinued operations was primarily driven by an
increase in capital expenditures and license purchases, as well as higher operating losses associated with the fixed
wireless business.
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EBITDA for the year ended December 31, 2001, compared with the year ended December 31, 2000

EBITDA and EBITDA excluding our non-cash asset impairment and restructuring charges are the primary measures
used by the chief operating decision-makers to measure our ability to generate cash flow. EBITDA may or may not
be consistent with the calculation of EBITDA for other public companies and should not be viewed by investors as an
alternative to accounting principles generally accepted in the United States of America, measures of performance or
to cash flows from operating, investing and financing activities as a measure of liquidity.

EBITDA for the year ended December 31, 2001, was $3,100 million, compared with $1,876 million for the year ended
December 31, 2000. The growth in EBITDA was due 1o an increase in services revenue and a.continued focus on cost
reductions, primarily within SG&A. This EBITDA growth was partially offset by increased network costs attributable to
the 'growth in subscribers and their related increased minutes of use, as well as increased acquisition and customer
care-related expenses associated with growth in the subscriber base.

EBITDA for the year ended December 31, 2000, compared with the year ended December 31, 1999

EBITDA for the year ended December 31, 2000, was $1,876 million, compared with $862 million for the year ended
December 31, 1999. On an operational basis, adjusted to exclude the 1999 asset impairment and restructuring charge
of $528 million, operational EBITDA increased $686 million or 57.6%. The increase was primarily the result of revenue
growth and lower incollect expenses. These increases were partially offset by increased customer-acquisition costs
associated with the increase in gross subscriber additions, increased network costs attributable to the growth in sub-
scribers and their minutes of use, and increased information technolegy and customer care-related costs to support
growth in the subscriber base.

EBITDA margin for the year ended December 31, 2001, compared with the year ended December 31, 2000

EBITDA margin, defined as EBITDA as a percentage of services revenue, was 24.7% for the year ended December
31, 2001, compared with 20.0% for the year ended December 31, 2000. The improvement in EBITDA margin for the
year ended December 31, 2001, compared with the year ended December 31, 2000, was primarily driven by revenue
growth, a reduction in incollect expenses, and a decrease in costs of equipment sales and the related equipment
incentives. These improvements were partially offset by increased costs of services, including access, toll and inter-
connection charges, higher expenses associated with our expanded network, and an increase in the provision for
uncollectible receivables.

EBITDA margin for the year ended December 31, 2000, compared with the year ended December 31, 1998

EBITDA margin was 20.0% for the year ended December 31, 2000, compared with 17.4% for the year ended December
31, 1999, excluding the 1899 asset impairment and restructuring charge. The improvement in EBITDA margin for the
year ended December 31, 2000, compared to the year ended December 31, 1999, was primarily driven by revenue
growth and expense leveraging, primarily incollect expenses, partially offset by increased customer acquisition and
customer care costs associated with growth in the subscriber base.

Quantitative and Qualitative Information About Market Risk

Prior to the split-off, our market risk was managed by AT&T, as AT&T performed cash management and other treasury-
related functions on our behalf. Subsequent to the split-off, we are responsible for managing market risk as a separate
company. We are exposed to market risk from changes in interest and foreign exchange rates. Additionally, we are
exposed to market risk associated with changes in prices of AT&T Wireless Services common stock. We use certain
derivative financial instruments, primarily interest rate swaps, to manage our market risks. We do not use derivative
financial instruments for trading or speculative purposes.

We currently have outstanding $6.5 billion of Senior Notes with fixed interest rates ranging from 7.35% to 8.75%, and
with maturity dates between 2006 and 2031, As of December 31, 2001, we had entered into interest rate swaps with
a total notional value of $700 million. On a semi-annual basis, we pay a floating rate of interest plus a fixed spread,
which averaged 4.5% as of December 31, 2001, and receive a fixed rate of 7.35% in return. The swaps were entered
into as hedges of the fair value of our 7.35%, 2006 bonds, and expire on March 1, 2008, the bonds' maturity date.
Assuming a 10% shift in interest rates, the fair value of the interest rate swaps and the underlying hedged debt would
have changed by approximately $14 million at December 31, 2001.

Prior to the split-off, we were subject to interest rate risk associated with our short- and long-term debt due to AT&T.
Our short-term debt due to AT&T was in the form of a revolving loan, paying interest monthly at the average seven-
day commercial paper rate, which was 8.37% at December 31, 2000. The loan was repaid in full in January 2001, Qur
long-term debt due to AT&T was 10-year term debt that bore interest at a fixed rate of 8.1% per annum. Our long-term
debt due to AT&T was repaid in June 2001.
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We may have future interest rate risk associated with the $2.5 billion Competitive Advance and Revolving Credit
Facilities {Facilities), which were executed in March 2001, as well as the commercial paper agreement we finalized in
June 2001, The Facilities bear interest at variable rates based upon, in various cases, (i) LIBOR plus 32.5 to 100 basis
points depending upon our Senior Notes rating, or (ii) the greater of the prime rate or the Federal funds effective rate
plus B0 basis points. As of December 31, 2001, there were no amounts outstanding under the Facilities, or any notes
outstanding under the commercial paper agreement.

We have foreign currency risk associated with investments in wireless companies outside of the United States of
America. Results for our international investments in unconsolidated subsidiaries are translated from the designated
functional currency to the U.S. dollar using average exchange rates during the period, while assets and liabilities are
translated at the exchange rate in effect at the reporting date. We have not entered into any derivative financial instru-
ments to hedge our foreign currency exposure. Additionally, we believe that the potential exposure is not material to
our overall financial position or results of operations.

We have equity price risk associated with common stock warrants in our common stock which are held by DoCoMo.
In association with the split-off, DoCoMo's warrants in AT&T Wireless Group tracking stock were converted into
41.7 million common stock warrants in AT&T Wireless Services with a strike price of $3b per share.

The risk management discussion above, related to our market risks, contains forward-looking statements. Future
impacts of market risk would be based on actual developments in the financial markets.

Financial Condition

At December 31, 2001, compared with December 31, 2000

Total assets increased to $41,722 million at December 31, 2001, an increase of $6,420 million, or 18.2%, versus
December 31, 2000. Total assets at December 31, 2001, included $3.4 billion of cash and cash equivalents which rep-
resented the remaining proceeds from the $6.5 billion Senior Notes offering in March 2001, as well as the $8.1 billion
of net proceeds allocated from AT&T associated with the January 2001 DoCoMo transaction. Also attributing to the
increase in total assets was an increase in property, plant and equipment as a result of capital expenditures made
during 2001. The assets of the fixed wireless business were reflected as ‘Assets of discontinued operations” at both
December 31, 2001 and 2000. The decrease in assets of discontinued operations was the result of the $1.1 billien
pre-tax write-off of fixed wireless assets during the fourth quarter of 2001 resulting from our decision to exit the fixed
wireless business,

Total liabilities were $14,731 million at December 31, 2001, an increase of $4,347 million, or 41.8%, compared with
December 31, 2000. The increase was primarily attributable to the $6.5 billion Senior Notes offering which occurred
in March 2001. Partially offsetting this increase were decreases in the short-term debt due to AT&T, which was repaid
in January 2001, and the long-term debt due to AT&T, which was repaid in June 2001.

Preferred stock held by AT&T of $3.0 billion at December 31, 2000, was redeemed during June 2001.

Mandatorily redeemable common stock totaling $7664 million at the end of fourth quarter represented the fair value

as of split-off date of the AT&T Wireless Services common shares held by DoCoMo. These shares are presented as
mandatorily redeemable common stock due to certain redemption rights held by DoCoMo. Under certain circumstances,
DoCoMo may require the repurchase of its investment at DoCoMo’s original purchase price, plus interest, if we fail to
meet specified technological milestones.

Shareholders’ equity was $19,281 million at December 31, 2001, a decrease of $2,596 million, or 11.9%, from
December 31, 2000, primarily due to the reclassification of commen shares held by DoCoMo to mandatorily redeem-
able common stock. Effective with the split-off in July 2001, our common shares outstanding totaled 2.53 billion,

" including 406 million shares held by DoCoMo. Additionally, our accumulated deficit increased during the fourth quarter
as a result of the loss recorded on the discontinuation of the fixed wireless business.

Related Party Transactions

During 2001, we had business dealings, which were conducted in the ordinary course of business, with entities in
which members of our board of directors have an interest. These transactions, including the items dlscussed below,
did not have a material impact to our results of operations, financial position or cash flows.

Subsequent to our split-off from AT&T in July 2001, we appointed an individual to our board of directors who has a
controlling interest in several entities to which we had previously committed to provide financing. The financing pro-
vided by us to these entities was in the form of non-controliing equity interests, as well as debt. Proceeds of these
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financings were used to acquire, from third parties, license spectrum that we are not eligible to own, as well as certain
operating requirements of the entities. Our aggregate financing to these entities since January 1, 2001, totaled
$842 million, including fundings which occurred during the first quarter of 2002,

Investments in and Advances to Unconsclidated Subsidiaries

We hold equity interests in various domestic and international ventures and partnerships. These ventures and partner-
ships operate primarily in the wireless telecommunications industry. We account for these investments primarily under
the equity method of accounting. In accordance with APB Opinion No. 18, “The Equity Method of Accounting for
Investments in Common Stock," we pericdically review our cost and equity method investments for impairment. These
reviews are performed to determine whether declines in market values of our investments below their carrying values
are deemed to be other than temporary. During the fourth quarter of 2001, we recorded $66 million of after-tax losses
within net equity (losses) earnings from investments in unconsclidated subsidiaries related to market value declines

of two international investments for which these declines were deemed to be other than temporary. We may record
additional impairment losses in the future if additional declines occur which are deemed to be other than temporary.

The following discussion relates to significant transactions related to our investments in unconsolidated subsidiaries
that occurred during the year ended December 31, 2001,

On February 8, 2001, we completed our purchase of $200 million in Series AA preferred stock from Dobson
Communications Corporation (Dobson), which has a liquidation preference of $1,000 per share and is exchangeable
into Series A convertible preferred stock. If the Series AA preferred stock is exchanged into Series A convertible
preferred stock, we will increase our ownership interest in Dobson, on an as-converted-to-common-stock basis, from
our current ownership of 4.7% to approximately 11.8%.

On April 27, 2001, AT&T completed the sale of its interest in Japan Telecom for approximately $1.35 billion in cash.
AT&T attributed $0.5 billion of the net after-tax proceeds from the sale to us. We recognized an after-tax gain of
$298 million associated with the transaction, which was recorded in net equity (losses) earnings from investments in
the second quarter of 2001,

During the first quarter of 2001, we issued unsecured term notes to Rogers Wireless Communications, Inc. (Rogers
Wireless) to pay for spectrum it successfully bid upon in the Canadian spectrum auctions. in April 2001, Rogers
Wireless effected a rights offering of its equity securities in which our joint venture with British Telecommunications plc,
JVII, participated. The participation increased JVil's ownership interest in Rogers Wireless to 34.35%. We funded the
purchase on behalf of JVIi by offsetting it against the unsecured, interest-bearing notes made by us. This transaction
resulted in our obtaining a controlling interest of JVII, as well as increasing our indirect ownership percentage in
Rogers Wireless. On July 3, 2001, we acquired British Telecommunications’ interest in JVil for approximately $380
million in cash. As a result of this acquisition, we now own 100% of JVII, and, through JVIi, hold a 34.35% ownership
interest in Rogers Wireless. :

During 2001, we directly and through our interest in Birla AT&T Communications Ltd. completed two transactions that
expanded our coverage area in the Indian states of Andhra Pradesh and Madhya Pradesh. These transactions were
completed by the fourth quarter of 2001. As a result, we now own an approximate 33% interest in the newly merged
entity, Birla Tata AT&T Ltid. In the third quarter of 2001, we and other venture partners executed an agreement to com-
bine Birla Tata AT&T Ltd. with BPL Mcbile Communications Ltd. and certain portions of BPL Cellular Ltd. We currently
own a 49% interest in BPL Cellular Ltd. The agreement to combine these entities is subject to a number of conditions.
If all conditions are satisfied and a combination occurs as contemplated in the agreement, we estimate that our owner-
ship will be approximately 24% in the final combined entity.

Recent Accounting Pronouncements

In July 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards
{SFAS) No. 141, “‘Business Combinations.” This statement provides accounting and reporting standards for business
combinations initiated subsequent to June 30, 2001. All business comkbinations in the scope of this statement are to
be accounted for under one method, the purchase method. AT&T Wireless Services' adoption of this statement during
2001 did not have a material impact on AT&T Wireless Services’ results of operations, financial position or cash flow.

In July 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets! This statement provides account-
ing and reporting standards for intangible assets acquired individually, with a group of other assets, or as part of a
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business combination. This statement addresses how acquired goodwill and other intangible assets are recorded upon
their acquisition as well as how they are to be accounted for after they have been initially recognized in the financial
statements. Under this statement, goodwill, including excess net book value associated with equity method investments,
and other intangible assets with indefinite useful lives, on a prospective basis, will no longer be amortized. AT&T

of licensing cost on a prospective basis. AT&T Wireless Services recognized pre-tax amortization of goodwill, licensing
costs and amortization of excess net book value associated with equity method investments of $135 million, $378 mil-
fion, and $65 million, respectively, for the year ended December 31, 2001, AT&T Wireless Services anticipates that the
amounts that would have been recorded for the year ended December 31, 2002, would not be materially different than
the amounts recorded during 2001, Goodwill and other indefinite-lived assets will be tested for impairment at least
annually, based on a fair value comparison. Intangible assets which have finite useful lives will continue to be amortized
over their respective useful lives, This statement also requires expanded disclosure for goodwill and other intangible
assets. AT&T Wireless Services is required to adopt this statement on January 1, 2002. Upon adoption of this state-
ment, AT&T Wireless Services will be required to complete a transitional impairment test related to goodwill and other
indefinite-lived intangible assets. Any resulting impairment loss will be recognized as a cumulative effect of a change
in accounting principle, Based upon management’s current assessment, AT&T Wireless Services does not anticipate
recording any material impairment charges associated with its consolidated goodwill and other indefinite-lived intan-
gible assets upon adoption of this standard. Any resulting impairment charges recorded by AT&T Wireless Services’
equity method investments upon adoption of this standard may have a material impact tc AT&T Wireless Services'
results of operations.

in July 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations” This statement provides
accounting and reporting standards for costs associated with the retirement of long-lived assets. This statement
requires entities to record the fair value of a liability for an asset retirement obligation in the period in which it is
incurred. When the liability is initially recorded, the entity capitalizes the cost by increasing the carrying amount of the
related long-lived asset. Over time, the liability is accreted to its present value, and the capitalized cost is depreciated
over the useful life of the related asset. Upon settlement of the liability, an entity either settles the obligation for its
recorded amount or incurs a gain or loss upon settlement. AT&T Wireless Services will be required to adopt this state-
ment no later than January 1, 2003. AT&T Wireless Services is currently assessing the impact of this statement on its
results of operations, financial position and cash flows.

In October 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets”
This statement replaces SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived

~ Assets to Be Disposed Of” SFAS No. 144 retains the fundamental provisions of SFAS No. 121 for recognition and

measurement of the impairment of long-lived assets to be held and used and for measurement of fong-lived assets to
be disposed of by sale. This statement applies to all long-lived assets, including discontinued operations, and replaces
the provisions of APB Opinion No. 30, “Reporting Results of Operations — Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions, for the
disposal of segments of a business. This statement requires that those long-lived assets be measured at the lower of
carrying amount or fair value less cost to sell, whether reported in continuing operations or in discontinued operations.
AT&T Wireless Services' adoption of this statement on January 1, 2002, did not have a material impact on AT&T
Wireless Services' results of operations, financial position or cash flows,

Forward-Looking Statements

Our disclosure and analysis in this document may contain forward-looking statements within the meaning of the Private
Securities Litigation Reform Act of 1995 with respect to our relationship with our former parent, AT&T Corp,, following
our separation from AT&T Corp. in July 2001, financial condition, results of operations, cash flows, financing plans,
business strategies, operating efficiencies or synergies, capital and other expenditures, network build-out and upgrade,
competitive positions, availability of capital, growth opportunities for existing products, our acquisition and growth strat-
egy, benefits from new technologies, availability and deployment of new technologies, our decision to exit the fixed
wireless business, our acquisition of TeleCorp PCS, Inc,, plans and objectives of management, and other matters.

Statements in this document that are not historical facts are hereby identified as forward-locking statements. These
forward-looking statements, including, without limitation, those relating to the future business prospects, revenues,
working capital, liquidity, capital needs, network build-out, interest costs and income, in each case, relating to us, wher-
ever they occur in this document, are necessarily estimates reflecting the best judgment of senior management and
involve a number of risks and uncertainties that could cause actual results to differ materially from those suggested
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by the forward-looking statements. These forward-looking statements should, therefore, be considered in light of
various important factors. Important factors that could cause actual results to differ materially from estimates or pro-
jections contained in the forward-locking statements include, without limitation:

» the risks associated with the implementation of a third-generation network and business strategy, including risks
relating to the operations of new systems and technologies, substantial required expenditures and potential unantici-
pated costs, the need to enter into roaming agreements with third parties, uncertainties regarding the adequacy of
suppliers on whom we must rely to provide both network and consumer equipment, and consumer acceptance of the
products and services to be offered;

the potential impact of NTT DoCoMo’s investment in us, including provisions of the agreements that restrict our future
operations, and provisions that may require the repurchase of NTT DoCoMo's investment if we fail to meet specified
conditions, under certain circumstances;

°

the risks associated with operating as an independent entity as opposed fo as part of an integrated telecommunica-
tions provider with AT&T Corp., our former parent, including the inability to rely on the financial and operational
resources of the combined company and having to provide services that were previously provided by a different part
of the combined company;

o

the impact of existing and new competitors in the markets in which we compete, including competitors that may offer
tess expensive products and services, more desirable or innovative products, technological substitutes, or have exten-
sive resources or better financing;

o

the introduction or popularity of new products and services, including pre-paid phone products, which could increase
churn;

°

the impact of oversupply of capacity resulting from excessive deployment of network capacity in the markets we serve;

the ongoing global and domestic trend towards consolidation in the telecommunications industry, which trend may
have the effect of making our competitors larger and better financed and afford these competitors with extensive
resources and greater geographic reach, allowing them to compete more effectively;

the effects of vigorous competition in the markets in which we operate and for more valuable customers, which may
decrease prices charged, increase churn and change the customer mix, profitability and average revenue per user;

°

the ability to enter into agreements to provide, and the cost of entering new markets necessary to provide, nationwide
services;

°

the ability to establish a significant market presence in new geographic and service markets;

°

the availability and cost of capital and the consequences of increased leverage;

the impact of any unusual items resulting from ongoing evaluations of our business strategies;

o

the requirements imposed on us or latitude allowed to competitors by the FCC or state regulatory commissions under
the Telecommunications Act of 19986 or other applicable laws and regulations;

°

the risks and costs associated with the need to acquire additional spectrum for current and future services;

°

the risks associated with technological requirements, technology substitution and changes and other technological
developments;

the risks and potential unanticipated costs associated with exiting the fixed wireless business;

o

the risks and uncertainties associated with the consummation of the TeleCorp PCS, Inc. acquisition and integration
of TeleCorp PCS, Inc!'s business and operations;

°

the results of litigation filed or to be filed against us, or of some types of litigation filed or to be filed against AT&T
Corp. for which we have agreed to assume liability under the split-off agreements between AT&T Corp. and us;

°

the possibility of one or more of the markets in which we compete being affected by changes in political, economic
or other factors, such as monetary policy, legal and regulatory changes or other external factors over which we have
no control.

The words estimate, project, intend, expect, believe, plan and similar expressions are intended to identify forward-
looking statements. These forward-looking statements are found at various places throughout this document. You are
cautioned not to place undue reliance con these forward-looking statements, which speak only as of the date of this
document. Moreover, in the future, we may make forward-looking statements about the matters described in this
document or other matters concerning us.
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B | REPORT OF MANAGEMENT ]

Management is responsible for the preparation of AT&T Wireless Services' consolidated financial statements and all
related information appearing in this annual report. The consolidated financial statements and notes have been prepared
in conformity with accounting principles generally accepted in the United States of America and include certain
amounts that are estimates based on currently available information and management's judgment of current conditions
and circumstances.

To provide reasonable assurance that assets are safeguarded against loss from unauthorized use or disposition and
that accounting records are reliable for preparing financial statements, management maintains a system of accounting
and other controls, including an internal audit function. Even an effective internal control system, no matter how well
designed, has inherent limitations —including the possibility of circumvention or overriding of controls —and therefore
can provide only reasonable assurance with respect to the financial statement presentation. The system of accounting
and other controls is improved and modified in response to changes in business conditions and operations and recom-
mendations made by the independent accountants and the internal auditors.

The Audit Committee of the Board of Directors, which is composed of directors who are not employees, meets periodi-
cally with management, the internal auditors and the independent accountants to review the manner in which these
groups are performing their responsibilities and to carry out the Audit Committee’s oversight role with respect to audit-
ing, internal controls and financial reporting matters. Both the internal auditors and the independent accountants
periodically meet privately with the Audit Committee and have access to its individual members,

AT&T Wireless Services engaged PricewaterhouseCoopers LLP, Independent Accountants, to audit the consolidated
financial statements in accordance with auditing standards generally accepted in the United States of America, which
include consideration of the internal cantrol structure. Their report follows.

John D. Zeglis Joseph McCabe Jr.
Chairman of the Board, Executive Vice President,
Chief Executive Officer Chief Financial Officer
REPORT OF INDEPENDENT ACCOUNTANTS C ]

To the Board of Directors and Shareholders of AT&T Wireless Services, Inc.

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations,
of changes in shareholders’ equity and of cash flows present fairly, in all material respects, the financial position of
AT&T Wireless Services, Inc. and its subsidiaries at December 31, 2001 and 2000, and the results of their operations
and their cash flows for each of the three years in the period ended December 31, 2001, in conformity with accounting
principles generally accepted in the United States of America. These financial statements are the responsibility of the
Company’s management; our responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits of these statements in accordance with auditing standards generally accepted in the United
States of America, which require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence support-
ing the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our apinion.

me@%@ LLP

Seattle, Washington
January 29, 2002, except for Note 20, as to
which the date is March 7, 2002
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1 CONSOLIDATED STATEMENTS OF OPERAT.ONS ]
AT&T Wireless Services, Inc. and Subsidiaries (In miltions, except per share amounts)
For the Years Ended December 31, 2001 2000 1899
REVENUE
Services $12,532 $ 9,374 $6,823
Equipment 1,078 1,072 804
Total revenue 13,610 10,446 7,627
OPERATING EXPENSES
Costs of services (excluding depreciation of

$1,505, $1,029 and $728 included below) 3,991 3,017 2,630
Costs of equipment sales 2,037 2,041 1,266
Selling, general and administrative 4,482 3,512 2,641
Depreciation and amortization 2,502 1,639 1,231
Asset impairment and restructuring charges - - 528
Total operating expenses 13,012 10,209 8,196
Operating income (loss) 598 237 (669)
Other income 374 534 192
Interest expense 386 85 136
Income (loss) from continuing operations before income taxes

and net equity (losses) earnings from investments in

unconsolidated subsidiaries 5886 686 (583)
Provision (benefit) for income taxes 311 246 (257)
Net equity (losses) earnings from investments in

unconsolidated subsidiaries, net of tax (75) 388 (19)
Income (loss) from continuing operations 200 828 (345)
Loss from operations of discontinued business

(net of tax benefits of $(169), $(105) and $(37)) (273) {170) (60)
Loss on disposal of discontinued business

(net of tax benefit of $(504)) (814) - -
Loss from discontinued operations {(1,087) (170) (60)
Net (loss) income (887) 658 (405)
Dividend requirements on preferred stock held by AT&T, net 76 130 56
Net (loss) income available to common shareholders $ (963) $ 5928 $ (461)
(LOSS) INCOME PER BASIC AND DILUTED SHARE:
Income (loss) from continuing operations available

to common shareholders $ 0.05 $ 028 $ (0.16)
Loss from discontinued operations $ (0.43) $ (0.07) $ (0.02)
Net (loss) income available to common shareholders $ (0.38) $ o1 $ (0.18)
WEIGHTED AVERAGE SHARES USED TQ COMPUTE

INCOME {LOSS) PER SHARE:
Basic 2,530 2,530 2,530
Diluted 2,632 2,632 2,530

The accompanying notes are an integral part of these consolidated financial statements.
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L CONSOLIDATED BALANCE SHEETS J
AT&T Wireless Services, Inc. and Subsidiaries (In millions, except per share amounts)
At December 31, 2001 2000
ASSETS

Cash and cash equivalents $ 3,352 $ 62
Accounts receivable, less allowances of $239 and $193 2,026 1,865
Inventories 307 335
Income tax receivable 210 118
Deferred income taxes 222 93
Prepaid expenses and other current assets 180 81
Total Current Assets 6,297 2654
Property, plant and equipment, net 12,496 9,231
Licensing costs, net of accumulated amortization of $2,134 and $1,758 13,100 13,403
Investments in and advances to unconsolidated subsidiaries 3,672 3,385
Goodwill, net of accumulated amortization of $376 and $241 4,712 4,644
Other assets, net of accumulated amortization of $493 and $263 1,357 1,096
Assets of discontinued operations 88 989
Total Assets $41,722 $35,302
LIABILITIES

Accounts payable $ 1,085 $ 1,080
Payroll and benefit-related liabilities 409 432
Advertising and promotion accruals 184 179
Business tax accruals 280 258
Interest payable on long-term debt due to others 175 -
Accrued disposal costs for discontinued operations 228 -
Due on demand notes payable 88 109
Short-term debt due to AT&T - 638
Other current liabilities 1,033 058
Total Current Liabilities 3,432 3,654
Long-term debt due to AT&T - 1,800
Long-term debt due to others 6,617 -
Deferred income taxes 4,352 4,659
Other long-term liabilities 330 271
Total Liabilities 14,731 10,384

Commitments and Contingencies (Notes 18 and 17)

Minority Interest 46 41
Preferred Stock Held by AT&T - 3,000
Mandatorily Redeemable Common Stock, $0.01 par value,

406 shares issued and outstanding 7,664 -

SHAREHOLDERS' EQUITY
Common stock, $0.01 par value, 10,000 shares authorized,

2,125 shares issued and outstanding 21 -
Additional paid-in capital : 20,515 ~
Accumulated deficit (1,150) ~
Shareholders' net investment - 21,885
Accumulated other comprehensive loss (108) (8)
Total Shareholders’ Equity 19,281 21,877
Total Liabilities and Shareholders’ Equity $41,722 $35,302

The accompanying notes are an integral part of these consolidated financial statements.
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, CONSOLIDATED STATEMEN

HANGES IN SHAREHQLD'

|

nn|

il

It

QUITY

I

}

AT&T Wireless Services, Inc, and Subsivdiaries (In millions)
Additional Shareholders’ ACCL('JThL:ratEd Total
Common Paid-in Accumulated Net Comprehensive Shareholders’
Stock Capital Deficit investment (Loss) Income Equity

Balance at December 31, 1998 $ - $ - $ -  $10,535 $ (3 $105632
Net loss available to common shareholders (461) 461)
Transfers from AT&T X 2,897 2,897
Other comprehensive income 29 29
Balance at December 31, 1998 $ - $ - $ - $ 12,971 $ 26 $12,997
Net income available to common shareholders 528 528
Proceeds attributed from AT&T

Wireless Group tracking stock offering 7,000 7,000
Proceeds from AT&T Wireless Group tracking

stock shares issued for employee plans 41 41
Transfers from AT&T 1,345 1,345
Other comprehensive loss (34) (34)
Balance at December 31,2000 $ - $ - $ - $21885 $ (8 $21877
Net (loss) income available to

common shareholders (1,150) 187 (963)
Proceeds attributed from DoCoMo

investment, net of costs 6,139 6,139
Proceeds from AT&T Wireless Group

tracking stock issued for employee plans 54 54
Recapitalization effective with ,

AT&T Wireless Services split-off 21 20,413 (20,457) (23)
Reclassification of mandatorily

redeemable common stock and warrants

held by DoCoMo (7,824) (7,824)
Proceeds from AT&T Wireless Services

common stock issued for employee plans 14 14
Reclassification of commaon

stock warrants held by DoCoMo 88 88
Transfers from AT&T 16 16
Other comprehensive loss (97) (97)
Balance at December 31, 2001 $21 $20,515 $(1,150) $ - $(105) $19,281
For the Years Ended December 31, 2001 2000 1999
SUMMARY OF TOTAL
COMPREHENSIVE (LOSS) INCOME:
Net (loss) income $(887) $658 $(405)
Net revaluation of investments

(net of taxes of $(7), $(22) and $18) (12) (34) 29
Net revaluation of financial instruments

(net of taxes of $(38)) (70) - -
Net foreign currency translation adjustments

(net of taxes of $(1Q)) (15) - -
Total Comprehensive (Loss) Income $(984) $624 $(376)

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS |
AT&T Wireless Services, Inc. and Subsidiaries (in millions)

For the Years Ended December 31, 2001 2000 13998

OPERATING ACTIVITIES

Net (loss) income $ (887) $ 658 $ (405)
Deduct: Loss from discontinued operations (1,087) (170) (60)
Income (loss) from continuing operations 200 828 (348)

Adjustments to reconcile income (loss) from continuing operations
to net cash provided by operating activities of continuing operations:

Net gains on sale/exchange of businesses and

investments in unconsolidated subsidiaries - (362) (99)
Net revaluation of securities (73) - -
Asset impairment and restructuring charges - - 528
Depreciation and amortization 2,502 1,639 1,231
Deferred income taxes 285 585 (85)
Net equity earnings from investments in
unconsolidated subsidiaries (42) (505) (149)
Minority interests in consolidated subsidiaries (24) (28) a7
Provision for uncollectible receivables 573 314 200
increase in accounts receivable (739) (826) (514)
Decrease (increase) in inventories 19 (142) 38
Increase (decrease) in accounts payable 25 (48) (11)
Net change in other operating assets and liabilities 8 331 136
Net Cash Provided by Operating Activities of Continuing Operations 2,734 1,786 913
INVESTING ACTIVITIES
Capital expenditures and other additions (5,205) (3,601) (2,135)
Net acquisitions of licenses (23) (63) (47)
Distributions and sales of unconsolidated subsidiaries 882 360 236
Contributions, advances and purchases of unconsolidated subsidiaries (1,284) (1,645) (284)
Net (acquisitions) dispositions of businesses including cash acquired (3) (4,763) 244
Issuance of long-term note receivable from unconsolidated subsidiary (210} - -
Deposits on long-lived assets (87) (215) -
Net Cash Used in Investing Activities of Continuing Operations (5,910) (9,927) (1,986)
FINANCING ACTIVITIES
Increase in short-term borrowings - - 65
Net (decrease) increase in debt due to AT&T (2,438) 1,038 900
Proceeds from issuance of long-term
debt to others, net of issuance costs 6,345 - -
Redemption of preferred stock held by AT&T (8,000) - -
Proceeds attributed from DoCoMo investment, net of costs 6,139 - -
Proceeds attributed from AT&T Wireless Group tracking stock offering - 7000 -
Proceeds from AT&T Wireless Group tracking stock and AT&T
Wireless Services common stock issued for employee plans 68 41 -
Dividend requirements on preferred stock, net (76) (130) (56)
Transfers from AT&T - 1,001 344
Other financing activities, net (4) (3) 45
Net Cash Provided by Financing Activities of Continuing Operations 7,034 - 8947 1,234
Net Cash Used in Discontinued Operations (568) (749) (183)
Net Increase (Decrease) in Cash and Cash Equivalents 3,290 57 22)
Cash and Cash Equivalents at Beginning of Year 62 5 27
Cash and Cash Equivalents at End of Year $ 3,352 $ 62 $ 5

The accompanying notes are an integral part of these consolidated financial statements.
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— A - e
NOTES TQ CONSOLIDATED FiNANCIAL STATEMENTS !
AT&T Wireless Services, Inc. and Subsidiaries (Dollars in millions, unless otherwise noted)

1. BACKGROUND AND BASIS OF PRESENTATION

AT&T Wireless Services is a wireless telecommunications company which presently operates in a single business seg-
ment as a provider of primarily domestic wireless voice and data services and products in the 850 megahertz (cellular)
and 1900 megahertz (personal communications services, or PCS) markets. AT&T Wireless Services also holds equity
interests in various domestic and international wireless communications ventures and partnerships.

Background

On October 25, 2000, AT&T Corp. (AT&T) announced a restructuring plan, stating its intention to create a separate
company for its wireless services businesses, named AT&T Wireless Services, Inc,, termed “the split-off” AT&T Wireless
Services includes substantially the same assets and liabilities that were represented by AT&T Wireless Group tracking
stock, which AT&T created on April 27, 2000. In conjunction with the offering of AT&T Wireless Group tracking stock in
April 2000, 15.6%, or 360 million shares, of AT&T Wireless Group tracking stock were sold at an offering price of $29.60
per share. AT&T Wireless Group tracking stock was a class of AT&T common stock which was intended to provide hold-
ers with financial returns based on the financial performance and economic value of AT&T's wireless services
businesses.

During May 2001, AT&T completed an exchange offer which allowed AT&T common shareholders to exchange shares
of AT&T common stock for shares of AT&T Wireless Group tracking stock. Approximately 372.2 million shares of AT&T
common stock were tendered in exchange for approximately 437.7 million shares of AT&T Wireless Group tracking
stock, at an exchange ratio of 1.176 shares of AT&T Wireless Group tracking stock for each validly tendered share of
AT&T common stock,

On July 9, 2001, AT&T converted all shares of AT&T Wireless Group tracking stock into shares of AT&T Wireless
Services common stock on a one-for-one basis. In addition, AT&T completed a distribution of approximately 1.136
billion shares of AT&T Wireless Services common stock to AT&T shareholders in the form of a stock dividend. These
transactions effected the split-off of AT&T Wireless Services from AT&T, and resulted in AT&T Wireless Services
becoming an independent, publicly traded company.

AT&T Wireless Services was incorporated in Delaware on July 7, 1887. Prior to the split-off, AT&T Wireless Services
was a 100% owned direct subsidiary of AT&T. AT&T Wireless Services had authorized 500 shares of $0.01 par value
commeoen stock, of which 100 shares were outstanding and held by AT&T prior to the split-off. These shares have not
been assumed to be outstanding for purposes of the historical financial statements presented, due to the recapitali-
zation which was effected with the split-off. Effective with the split-off, AT&T Wireless Services had 2,530 million
common shares issued and outstanding.

Basis of Presentation Effective with the Split-off

The consolidated financial statements have been prepared 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
financial statements reflect the results of operations, financial position, changes in shareholders' equity and cash flows
of AT&T Wireless Services as if it were a separate entity for all periods presented and are in conformity with account-
ing principles generally accepted in the United States of America,

The consclidated financial statements reflect the assets, liabilities, revenue and expenses directly attributable to AT&T
Wireless Services. The assets and liabilities included represent the assets and liabilities which have been transferred
to AT&T Wireless Services in accordance with the separation and distribution agreement between AT&T and AT&T
Wireless Services. Prior to the split-off on July 9, 2001, substantially all of the assets and liabilities represented by
AT&T Wireless Group were transferred to AT&T Wireless Services. AT&T Wireless Services has treated these transfers
in a manner similar to a pooling of interests and has assumed these transfers were completed in historical periods by
the legal entity AT&T Wireless Services.

Basis of Presentation Prior to the Split-off

The April 2000 offering of AT&T Wireless Group tracking stock resulted in net proceeds to AT&T, after deducting
underwriters' discount and related fees and expenses, of $10.3 billion. AT&T attributed $7.0 billion of the net proceeds
to AT&T Wireless Services, in the form of a note receivable, which was repaid by December 31, 2000, primarily to fund
acquisitions and capital expenditures. Interest on the note receivable was calculated based upon the average daily
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balance outstanding at a rate equal to the one-month London InterBank Offered Rate (LIBOR) minus six basis points, a
rate intended to be equivalent to the rate AT&T Wireless Services would have received had it been a stand-alone entity.

Prior to the offering of the AT&T Wireless Group tracking stock, the capital structure of AT&T Wireless Services had
been assumed based upon AT&T's historical capital ratio adjusted for certain items. in determining the allocation
between short- and long-term debt and preferred stock, AT&T considered factors such as prospective financing require-
ments for the business, working capital commitments and future requirements, and peer group analysis. This resulted
in $3.4 billion in long-term debt due to AT&T at December 31, 1998, paying annual interest at 7.25%. In addition, as of
December 31, 1999, AT&T Wireless Services had issued and outstanding, $1.0 billion of 9% cumulative preferred stock
held by AT&T that, subject to the approval of AT&T Wireless Group capital stock committee, was redeemable at the
option of AT&T. On May 1, 2000, following the offering of AT&T Wireless Group tracking stock, $2.0 billion of AT&T
Wireless Services' outstanding long-term debt due to AT&T was recapitalized into an additional $2.0 billion of 9%
cumuiative preferred stock issued to AT&T. In conjunction with the recapitalization, the remaining long-term debt due
to AT&T of $1.8 billion was recapitalized to be 10-year term debt that bore interest at a fixed rate of 8.1% per annum.
The interest rate was intended to be substantially equivalent to the interest rate that AT&T Wireless Services would
have been able to obtain from third parties, including the public markets, as a non-affiliate of AT&T without the benefit
of any guaranty by AT&T. The intercompany debt and preferred stock was repaid to AT&T in June 2001.

During December 2000, AT&T Wireless Services obtained a short-term revolving loan from AT&T, which is included in
“Short-term debt due to AT&T” in the accompanying consolidated balance sheets. At December 31, 2000, the amount
outstanding under the loan was $638, paying interest monthly at the average seven-day commercial paper rate, which
was 8.37% at December 31, 2000. The revolving loan had a maturity date of December 29, 2001. The loan was repaid
in full in January 2001,

Changes in shareholders’ net investment prior to the offering of AT&T Wireless Group tracking stock represented net
transfers to or from AT&T, after giving effect to the net income or foss of AT&T Wireless Services during the period,
and were assumed to be settled in cash. AT&T’s capital contributions for purchase business combinations and initial
investments in joint ventures and partnerships which AT&T attributed to AT&T Wireless Services have been treated

as non-cash transactions prior to the offering. Changes in shareholders’ net investment subsequent to the offering of
AT&T Wireless Group tracking stock represented AT&T Wireless Group tracking stock offering proceeds attributed to
AT&T Wireless Services from AT&T, proceeds from additional AT&T Wireless Group tracking stock share issuances, and
the netincome or loss for the period subsequent to the offering. AT&T Wireless Services began accumulating its
retained earnings effective with the split-off.

Prior to the split-off, AT&T performed cash management functions on behalf of AT&T Wireless Services. Substantially all
of AT&T Wireless Services' cash balances were swept to AT&T on a daily basis, where they were managed and invested
by AT&T. Prior to the offering of the AT&T Wireless Group tracking stock, transfers of cash to and from AT&T were
reflected as a component of shareholders’ net investment, with no interest income or expense reflected. Subsequent

to the offering, transfers were reflected as changes in the note receivable from, or short-term debt payable to, AT&T.
Cash balances maintained and reported by AT&T Wireless Services prior to the split-off primarily represented cash
balances for which no right of offset existed with AT&T. Subsequent to the split-off, AT&T Wireless Services has been
responsible for its own cash management functions.

General corporate overhead related to AT&T’s corporate headquarters and common support divisions has been allo-
cated to AT&T Wireless Services for periods prior to the split-off as it was not deemed practicable to specifically
identify such common costs to AT&T Wireless Services. These allocations were based on the ratio of AT&T Wireless
Services’ external costs and expenses to AT&T's consolidated external costs and expenses, adjusted for any functions
that AT&T Wireless Services performed on its own. However, the costs of these services charged to AT&T Wireless
Services are not necessarily indicative of the costs that would have been incurred if AT&T Wireless Services had
performed these functions entirely as a standalone entity. Subsequent to the split-off, AT&T Wireless Services has
performed these functions using its own resources or purchased services.

Consolidated income tax provision or benefit, related tax payments or refunds, and deferred tax balances of AT&T have
been allocated to AT&T Wireless Services for periods prior to the split-off based principally on the taxable income and
tax credits directly attributable to AT&T Wireless Services. These allocations reflect AT&T Wireless Services’ contribu-
tion to AT&T's consolidated taxable income and the consolidated tax liability and tax credit position. Subsequent to the
offering of AT&T Wireless Group tracking stock, the AT&T Common Stock Group and AT&T Wireless Group entered into .
a tax-sharing agreement that provided for tax-sharing payments based on the taxes or tax benefits of a hypothetical
affiliated group consisting of AT&T Common Stock Group and AT&T Wireless Group. Based on this agreement, the
consolidated tax liability before credits was allocated between the groups, based on each group’s contribution to
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consolidated taxable income of the hypothetical group. For purposes of the tax sharing agreement, the 8% cumulative
preferred stock held by AT&T was treated as if it were an intercompany debt instrument and, accordingly, tax-sharing
payments were calculated by treating coupon payments on the preferred stock as interest expense to AT&T Wireless
Services and interest income to AT&T Common Stock Group. Consolidated tax credits of the hypothetical group have
been allocated between groups based on each group's contribution to each tax credit. In conjunction with the split-off,
AT&T Wireless Services became a separate taxable entity.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Consolidation

The consolidated financial statements include all majority-owned and controlled subsidiaries. Investments in majority-
owned subsidiaries where control does not exist, and investments in which we exercise significant influence but do not
control, are accounted for under the equity method. Investments in which we have no significant influence are accounted
for under the cost method. All significant intercompany accounts and transactions have been eliminated.

Cash Equivalents

All highly liquid investments with original maturities of generally three months or less are considered to be cash
equivalents.

Financial Instruments

In June 2000, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards
(SFAS) No. 138, “Accounting for Certain Derivative Instruments and Certain Hedging Activities” as an amendment to
SFAS No. 133, This statement provided clarification with regard to certain implementation issues under SFAS No. 133
on specific types of hedges. 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 (loss) and are recognized in the statement of operations when the hedged
item affects earnings. Ineffective portions of changes in the fair value of cash flow hedges are immediately recognized
in earnings. AT&T Wireless Services adopted SFAS No, 133 in January 2001.

AT&T Wireless Services’ financial instruments at December 31, 2001, included interest rate swaps. AT&T Wireless
Services enters into interest rate swap agreements to manage its exposure to changes in interest rates, to lower its
overall costs of financing and to manage the mix of floating- and fixed-rate debt in its portfolio. The interest rate swap
agreements designated as fair value hedges effectively convert AT&T Wireless Services’ fixed-rate debt to a floating
rate by receiving fixed-rate amounts in exchange for floating-rate interest payments over the life of the agreement
without an exchange of the underlying principal amount. Interest rate differentials associated with interest rate swaps
used to hedge AT&T Wireless Services’ debt obligations are recorded as an adjustment to interest payable, with the
offset to interest expense over the life of the swaps. If AT&T Wireless Services terminates an interest rate swap agree-
ment, the gain or loss is deferred and amortized over the remaining life of the liability. Cash flows from financial
instruments are classified in the consolidated statements of cash flows under the same categories as the cash flows
from the related assets, liabilities or anticipated transactions. Hedge ineffectiveness, determined in accordance with
SFAS No. 133, had no impact on AT&T Wireless Services' results of operations for the year ended December 31, 2001,
No fair value hedges or cash flow hedges were derecognized or discontinued for the year ended December 31, 2001.

Additionally, prior to December 2001, NTT DoCoMo (see Note 4) held common stock warrants in AT&T Wireless
Services that could be settled in cash at NTT DoCoMo's option. The fair value of the warrants at the split-off date were
recorded as “Other long-term liabilities” on the balance sheet of AT&T Wireless Services and subsequent changes in
the fair value of the warrants were recognized in AT&T Wireless Services' results of operations. For the year ended
December 31, 2001, other income included $73 related to the fair value adjustments of these warrants.

Inventories

inventories, which consist principally of handsets and accessories, are recorded at the lower of cost or market. Cost is
principally determined by the first-in, first-out (FIFO) method. Market is determined using replacement cost.
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Property, Plant and Equipment

Property, plant and equipment are recorded at cost, unless impaired, and depreciation is determined based upon the
assets’ estimated useful lives. Depreciation is calculated on a straight-line basis according to the following useful lives:

Wireless communications systems and other equipment 3-15 years
Building and improvements 5-20 years

When AT&T Wireless Services sells, disposes or retires assets, the related gains or losses are included in operating
results.

Effective January 1, 2001, AT&T Wireless Services implemented the results of a review of the estimated service lives
of certain wireless communications equipment, primarily electronics. Lives were shortened to fully depreciate all such
equipment within seven years. Similar equipment acquired after January 1, 2001, have useful lives no longer than seven
years. The impact of this change for the year ended December 31, 2001, was an increase in depreciation expense of
approximately $136, an increase to net loss available to common shareholders of approximately $84, and an increase
1o net loss available to common shareholders per basic and diluted share of approximately $0.03.

Software Capitalization

AT&T Wireless Services capitalizes certain direct development costs associated with internal-use software, including
external direct costs of materials and services, and payroll costs for employees devoting time to the software projects.
These costs are included within “Other assets” and are amortized over a period not to exceed three years beginning
when the asset is substantially ready for use. Costs incurred during the preliminary project stage, as well as mainte-
nance and training costs, are expensed as incurred. AT&T Wireless Services also capitalizes initial operating-system
software costs and amortizes them over the life of the associated hardware.

Licensing Costs

Licensing costs are primarily incurred to acquire cellular and PCS licenses. In addition, licensing costs include costs
incurred to acquire WCS (2.3 gigahertz) licenses. Amortization begins with the commencement of service to customers
and is computed using the straight-line method over periods from 25 to 40 years.

As a result of AT&T Wireless Services' evaluation of recent changes in the wireless telecommunications industry and
the views of regulatory authorities, AT&T Wireless Services, effective January 1, 2001, began using an amortization
period of 25 years for all licensing costs and goodwill associated with newly acquired wireless operations. This change
did not have a material impact on AT&T Wireless Services' results of operations for the year ended December 31, 2001,
See Note 19 for further details associated with changes in accounting and reporting for intangible assets effective
January 1, 2002.

Capitalized Interest

AT&T Wireless Services capitalizes interest which is applicable to the construction of additions to property, plant and
equipment and the acquisitions of licenses until the assets are placed into service. These costs are amortized over the
related assets’ estimated useful lives.

Investments in and Advances to Unconsolidated Subsidiaries

Investments in which AT&T Wireless Services exercises significant influence but which AT&T Wireless Services does
not control are accounted for under the equity method. Under the equity method, investments are stated at initial cost
and are adjusted for AT&T Wireless Services' subsequent contributions and its share of earnings or losses, and distribu-
tions. The excess of the carrying value of the investment over the underlying book value of the investee's net assets is
being amortized over periods ranging from 20 to 40 years. See Note 19 for further details associated with changes in
accounting and reporting for intangible assets effective January 1, 2002. Investments in which AT&T Wireless Services
has no significant influence over the investee are accounted for under the cost method.

Investments in marketable securities which are covered under the scope of SFAS No. 115, “Accounting for Certain
Investments in Debt and Equity Securities,” are classified as “available-for-sale” and are carried at fair value. Unrealized
gains or losses are included within other comprehensive income (loss), net of tax.

Foreign Currency

Results of operations for our international investments in unconsolidated subsidiaries are translated from the desig-
nated functional currency to the U.S. dollar using average exchange rates during the period, while assets and liabilities
of the international investments are translated at the exchange rate in effect at the reporting date. Resulting gains or
losses from translating foreign currency financial statements are included within other comprehensive income (loss),
net of tax.
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Goodwill

Goodwill is the excess of the purchase price over the fair value of net identifiable assets acquired in business com-
binations accounted for as a purchase. Goodwill is amortized on a straight-line basis over periods not exceeding

40 years, See Note 19 for further details associated with changes in accounting and reporting for goodwill effective
January 1, 2002.

Other Acquisition-Related Intangible Assets

Other acquisition-related intangible assets, primarily the value assigned to the custemers acquired, are included in
“Other assets” and are amortized on a straight-line basis over periods not exceeding five years. See Note 19 for further
detalils associated with changes in accounting and reporting for intangible assets effective January 1, 2002.

Valuation of Long-Lived Assets

Long-lived assets such as property, plant and equipment, licensing costs, goodwill, investments and capitalized software
are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. It is reasonably possible that these assets could become impaired as a result of technological or other
industry changes. For assets AT&T Wireless Services intends to hold for use, if the total of the expected future undis-
counted cash flows is less than the carrying amount of the asset, a loss is recognized for the difference between the
fair value and carrying value of the asset. For assets AT&T Wireless Services intends to dispose of, a loss is recognized
for the amount that the estimated fair value, less costs to sell, is less than the carrying value of the assets. Investments
in unconsolidated subsidiaries are reviewed for impairment in accordance with Accounting Principles Board (APB)
Opinion No, 18, “The Equity Method of Accounting for Investments in Common Stock.” In addition, in accordance with
APB Opinion No. 17, “Intangible Assets AT&T Wireless Services continues to evaluate the amortization periods of its
intangible assets to determine whether events or circumstances warrant revised amortization periods. AT&T Wireless
Services periodically evaluates the useful lives of its wireless communications systems and other equipment based on
changes in technological and industry conditions. See Note 19 for further details associated with changes in account-
ing and reporting for impairments of long-lived assets effective January 1, 2002.

Revenue Recognition

Wireless services revenue primarily includes monthly recurring charges, airtime and toll usage charges, and roaming
charges billed to both AT&T Wireless Services customers, as well as other wireless services providers. Wireless services
revenue is recognized based upon minutes of use processed and contracted fees, net of credits and adjustments for
service discounts. Amounts collected for services billed in advance of the service period are recorded as unearned rev-
enue and are recognized when earned. Customer activation fees, along with the related costs up to but not exceeding
these fees, are deferred and amortized over the estimated customer relationship period, which is currently estimated to
be three years. The revenue and related expenses associated with the sale of wireless handsets and accessories are
recognized when the products are delivered and accepted by the customer or distributor, as this is considered to be a
separate earnings process from the sale of wireless services. During 2000, AT&T Wireless Services adopted Securities
and Exchange Commission Staff Accounting Bulletin No. 101, “Revenue Recognition in Financial Statements” The
adoption did not have a material impact on AT&T Wireless Services’ results of operations or financial condition.

Advertising and Promotional Costs

Costs of advertising and promotions are expensed as incurred. Advertising and promotional expenses were $888,
$608, and $386, in 2001, 2000 and 1999, respectively.

Income Taxes

AT&T Wireless Services recognizes deferred tax assets and liabilities based on differences between the financial
reporting and tax bases of assets and liabilities, applying enacted statutory rates in effect for the year in which the
differences are expected to reverse. AT&T Wireless Services provides a valuation allowance for deferred tax assets
for which it does not consider realization of such assets to be more likely than not.

Stock-Based Compensation Expense

As permitted by SFAS No. 123, “Accounting for Stock-Based Compensation,” AT&T Wireless Services measures com-
pensation expense for its stock-based employee compensation plans using the intrinsic value method prescribed by
APB Opinion No. 25, “Accounting for Stock Issued to Employees.” AT&T Wireless Services has adopted the disclosure-
only provisions of SFAS No. 123 (see Note 12).

Issuance of Common Stock by Affiliates

Changes in our proportionate share of the underlying equity of a subsidiary or equity method investee, which result
from the issuance of additional equity securities by such entity, are recognized as increases or decreases in additional
paid-in capital within the consolidated statements of shareholders’ equity.




Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and
revenue and expenses during the period reported. Actual results could differ from those estimates. Estimates are used
when accounting for certain items such as unbilled revenues, allowance for doubtful accounts, sales and marketing
programs and incentives, employee compensation programs, depreciation and amortization periods, taxes, inventory
values, and valuation of investments and intangible assets.

Concentrations

AT&T Wireless Services purchases a substantial portion of its wireless infrastructure equipment from four major
suppliers. Additionally, four primary vendors provide AT&T Wireless Services' multi-network handsets. Further, AT&T
Wireless Services relies on one vendor to provide substantially all of its billing services. Loss of any of these suppliers
could adversely affect operations temporarily until a comparable substitute could be found. AT&T Wireless Services
does not have a concentration of available sources of labor or services, nor does AT&T Wireless Services have any
significant concentration of business transacted with a particular customer, that could, if suddenly eliminated, severely
aftect operations.

Reclassifications and Restatements

Certain reclassifications have been made to prior year amounts to conform with current year presentations. in addition,
prior year periods have been restated to reflect the resuits of the fixed wireless business as discontinued operations
(see Note 3).

3. DISCONTINUED OPERATIONS

In December 2001, AT&T Wireless Services finalized plans and received approval from its board of directors to exit the
fixed wireless business, This decision resulted in a pre-tax charge during the fourth quarter of $1.3 billion, reflecting a
write-down of the assets and the impact of phased exit charges. AT&T Wireless Services anticipates that disposal of
the fixed wireless business will be completed by mid-2002.

In accordance with APB Opinion No. 30, “‘Reporting the Results of Operations — Reporting the Effects of Disposal of

a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions,” the consoli-
dated financial statements of AT&T Wireless Services have been restated to reflect the fixed wireless business as
discontinued operations. Accordingly, the revenue, costs and expenses, assets and cash flows of the fixed wireless
business have been excluded from the respective captions in the Consolidated Statements of Operations, Consclidated
Balance Sheets, and Consolidated Statements of Cash Flows and have been reported as “Loss from discontinued
operations,’ net of applicable taxes; as ‘“Assets of discontinued operations”; and as "Net cash used in discontinued
operations” for all periods presented.

Revenue for discontinued operations was $19, $2 and $0 for 2001, 2000 and 1999, respectively. Assets of discontin-
ued operations were $88 and $989 as of December 31, 2001 and 2000, respectively. Total assets as of December 31,
2001, were primarily composed of licensing costs and property, plant and equipment. Total assets as of December 31,
2000, were primarily composed of property, plant and equipment, licensing costs, goodwill, accounts receivable and
other non-current assets. The liabilities of the fixed wireless business were not reflected within discontinued operations
as these liabilities have not been assumed by third parties. The loss on disposal of discontinued business included

$74 for estimated pre-tax losses during the phase-out period. See Note 20 for subsequent event associated with the
disposal of the fixed wireless business.

4. NTT DOCOMO INVESTMENT

In January 2001, NTT DoCoMo, Inc. (DoCoMo), a leading Japanese wireless communications company, invested
$9.8 billion in a security of AT&T that, like AT&T Wireless Group tracking stock, was intended to reflect a portion of the
financial performance and economic value of AT&T Wireless Group. AT&T Wireless Services was allocated $6.2 billion
of the gross proceeds from AT&T. Additionally, AT&T Wireless Services was allocated $20 of costs associated with
the transaction. AT&T retained the remaining $3.6 billion of the DoCoMo investment proceeds as consideration for
the reduction in AT&T's retained portion of AT&T Wireless Services' value. In conjunction with the split-off, DoCoMo's
investment was converted into 406 million shares, or approximately 16%, of AT&T Wireless Services’ common stock.
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These shares were recorded at their fair value as of the date of the split-off due to redemption rights held by DoCoMe
and are reflected as “Mandatorily redeemable common stock” on the accompanying consolidated balance sheet as of
December 31, 2001. The redemption value of these shares as of December 31, 2001 was approximately $10.1 billion.
As part of its January 2001 investment, DoCoMo also received warrants with an exercise price of $35 per AT&T Wireless
Group tracking share equivalent, which, in conjunction with the split-off, were converted into warrants to purchase AT&T
Wireless Services common stock at $35 per share. Prior to an amendment to the warrant terms in December 2001,
these warrants were considered to be derivative financial instruments and were adjusted to their fair value through AT&T
Wireless Services' results of operations. In December 2001, the terms of the warrants were amended which resulted

in the fair value of the warrants as of the amendment date to be reclassified on AT&T Wireless Services' consolidated
balance sheet from “Other long-term liabilities” to "Additional paid-in capital” Additionally, this amendment eliminated
future fair value adjustments. See Note 16 for further discussion of redemption rights held by DoCoMo.

Cn December 21, 2001, DoCoMo notified AT&T Wireless Services that it was exercising its preemptive rights with
respect to AT&T Wireless Services common stock, which AT&T Wireless Services issued in connection with its acquisi-
tion of TeleCorp PCS, Inc. (see Note 7). DoCoMo notified AT&T Wireless Services that it was exercising its preemptive
rights to acquire the maximum number of shares to which it would be entitled pursuant to the Investor Agreement
between AT&T Wireless Services and DoCoMo. AT&T Wireless Services issued 28.7 million shares to DoCoMo in
February 2002, in conjunction with the closing of the TeleCorp PCS, Inc. acquisition.

5. SUPPLEMENTARY FINANCIAL INFORMATION
Supplementary Statement of Operations Information

For the Years Ended December 31, 2001 2000 1999

DEPRECIATION AND AMORTIZATION

Depreciation $1,760 $1,245 $ 941
Amortization of licensing costs 378 274 231
Amortization of goodwill 135 73 50
Amortization of internal use software and other intangible assets 229 47 9
Total Depreciation and Amortization $2,502 $1,639 $1,231
OTHER INCOME
Interest income $ 278 $ 146 $ 4
Minority interests in consolidated subsidiaries 24 28 17
- Net gains on sale/exchange of businesses and investments in

unconsolidated subsidiaries - 362 99
Net revaluation of securities 73 - -
Miscellaneous, net () 2 2
Total Other Income $ 374 $ 534 $ 122
DEDUCTED FROM INTEREST EXPENSE
Capitalized Interest $ 141 $ 123 $ 88

Supplementary Balance Sheet Information

At December 31, 2001 2000

PROPERTY, PLANT AND EQUIPMENT, NET

Wireless communications systems and other equipment $17105 $13,571
Land, buildings and improvements 622 314
Total property, plant and equipment 17,727 13,885
Accumulated depreciation (5,231) (4,654)

Property, plant and equipment, net $12,4986 $ 9,231
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Supplementary Cash Flow Information

For the Years Ended December 31, 2001 2000 1999
Interest payments, net of amounts capitalized $ 202 $ 85 $ 136
Income tax payments (refunds) 130 (202) (41
Reclassification of mandatorily redeemable common stock

and warrants held by DoCoMo effective with the split-off 7824 - -
Reclassification of common stock warrants held by DoCoMo

to additional paid-in capital 88 - -
Non-cash additions to property, plant and equipment 623 689 414
Non-cash additions from AT&T for acquisitions and

initial investments in ventures and partnerships - 539 2,563
Recapitalization of long-term debt due to AT&T

into preferred stock held by AT&T - 2,000 -

6. EARNINGS PER SHARE (EPS)

Basic EPS for AT&T Wireless Services has been computed by dividing income {(loss) from continuing operations available
to common shareholders, loss from discontinued operations, and net (loss) income available to common shareholders,
by the weighted average common shares outstanding for each period. Income (loss) from continuing operations avail-
able to common shareholders for each period includes income (loss) from continuing operations less dividend
requirements on preferred stock held by AT&T. Weighted average common shares outstanding for the years ended
December 31, 2000 and 1999, assume that all of the shares outstanding effective with the split-off, including the
newly issued shares held by DoCoMo, were outstanding for those periods.

Diluted EPS for AT&T Wireless Services has been computed by dividing income (loss) from continuing operations avail-
able to common shareholders, loss from discontinued operations, and net (loss) income available to common share-
holders, by the weighted average common shares outstanding for each period, plus the effect of dilutive stock options,
‘which totaled 2 million for all pericds, with the exception of the year ended December 31, 1999, as the effect of stock
options was considered to be anti-dilutive. The effect of dilutive stock options was determined under the treasury stock
method. As of December 31, 2001, there were 139 million AT&T Wireless Services common stock options outstanding
as well as the DoCoMo warrants issued in January 2001 (see Note 4) that were anti-dilutive, and therefore were

not included in the determination of diluted EPS. As of December 31, 2000 and 1999, there were 130 million AT&T
Wireless Services common stock options outstanding, as well as the DoCoMo warrants, that were considered to be
anti-dilutive and therefore excluded from the calculation of EPS.

7. ACQUISITIONS AND DISPOSITIONS

During 2001, 2000 and 1999, AT&T Wireless Services completed certain transactions as part of its overall strategy to
expand its wireless footprint and divest itself of non-core interests. Net pre-tax gains recognized in connection with
these transactions were $0, $362 and $99 in 2001, 2000 and 1999, respectively and are included in “Other income’
in the accompanying consolidated statements of operations.

Acauisitions:

On October 8, 2001, AT&T Wireless Services announced that it had entered into an agreement to acquire TeleCorp
PCS, Inc. (TeleCorp) in an all-stock transaction then valued at approximately $4.7 billion. AT&T Wireless Services agreed
to acquire the remaining 77% of TeleCorp that it did not already own for AT&T Wireless Services common stock then
valued at approximately $2.4 billion and the assumption of $2.1 billion in net debt and approximately $221 million in
preferred securities. As of December 31, 2001, the boards of directors of both AT&T Wireless Services and TeleCorp
had approved the transaction and TeleCorp shareholders representing a majority of the voting power had committed to
vote in favor of the acquisition. See Note 20 for subsequent event associated with the merger transaction with TeleCorp.

The following tables present information about significant acquisitions by AT&T Wireless Services for the years ended
December 31, 2000 and 1999, There were no significant acquisitions made by AT&T Wireless Services during the year
ended December 31, 2001. Ali of the following acquisitions were accounted for as purchases. The excess of aggregate
purchase price over the fair value of net tangible assets (liabilities) acquired is being amortized over periods of five to
40 years. See Note 19 for further details associated with changes in accounting and reporting for intangible assets
effective January 1, 2002.
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Other Net

Identifiable Tangible

Purchase Licensing Intangible Assets
For the Year Ended December 31, 2000: Price’ Costs Assets (Liabilities) Goodwill
Los Angeles? $3,5565 $2,170 $202 $161 $992
Houston3 984 580 15 (28) 417
CMT Partners? 1,805 910 100 207 588
Wireless One? 859 550 19 687 223
Others® 1,469 857 32 185 395

Purchase price includes cash, as well as the fair value of assets exchanged, as applicable.

[S]

In November 1998, ATAT Wireless Services and BellSouth combined their jointly owned cellular praperties in Los Angeles, Houston and Galveston, Texas, plus cash, to
form AB Cellular Holding, LLC (AB Cellular), which owned, controlled and supervised ail three properties. AT&T Wireless Services held a 55.62% equity interest in AB
Cellular, however, held a 50% voting interest, therefore, this investment was accounted for under the equity method. Pursuant to the AB Celiular Limited Liability Company
Agreement, there were redemption provisions that allowed BellSouth, commencing in December 2000, to alter the ownership structure of AB Cellular pursuant to one of
three options. On December 4, 2000, BellSouth announced its election to have AB Cellular exercise its option to redeem AT&T Wireless Services' 55.62% equity interest.
On December 29, 2000, AB Cellular completed the redemption of AT&T Wireless Services’ 55.62% equity interest in AB Cellular, and in exchange, AT&T Wireless Services
received 100% of the net assets of the Los Angeles cellular property. As a result of the redemption, AB Cellular recognized a significant gain on the transaction based on
the estimated fair value of the net assets of the Los Angeles cellular property on the date of redemption. AT&T Wireless Services' net equity earnings for the year ended
December 31, 2000, included $372, after tax, reflecting its proportionate share of the gain. The net assets of the Los Angeles cellular property were recorded at fair value
by AT&T Wireless Services and resulted in a pre-tax loss of $184, which was included within *Other income® on the accompanying consolidated statements of operations.
As a result of this transaction, ATAT Wireless Services' results for the year ended December 31, 2000, included a non-cash reduction to investments of $3,756, associated
with the redemption of its equity interest in AB Cellular.

w

On December 29, 2000, AT&T Wireless Services completed the acquisition of a wireless system in Houston for cash.

4 On June 28, 2000, AT&T Wireless Services completed the acquisition of Vodafone Airtouch plc's 50% partnership interest in CMT Partners (the Bay Area Properties) for
cash, which holds a controlling interest in five Bay Area markets including San Francisco and San Jose, thereby giving AT&T Wireless Services a 100% ownership interest
in this partnership. Prior to consummation of this transaction, AT&T Wireless Services' 50% ownership interest in CMT Partners was accounted for as an equity investment.
As a result of the transaction, $190 was reciassif»'ed from investments to goodwill on the accompanying consolidated balance sheets during the year ended December 31,
2000.

s

On June 1, 2000, AT&T Wireless Services completed its acquisition of the assets of Wireless One Network, L.P. for cash, acquiring wireless systems in Northwest and
Southwest Florida.

@

Other 2000 acquisitions include wireless systems acquired in San Diego, Indianapolis, and several New England markets. See Note 8 for further discussion of the transac-
tion related to the purchase of the wireless systems in the New England markets.

Deferred Tax

Other Liabilities

Identifiable Net Related to

Purchase Licensing Intangible Tangible Intangibie
For the Year Ended December 31, 1999: Price’ Costs Assets Assets Assets Goodwill
Vanguard Cellular? $1,628 $530 $100 $333 $(241) $806
Others? 601 385 - 61 - 155

1 Purchase price includes cash, fair value of AT&T common stock issued, assumption of debt and fair value of assets exchanged, as applicable.

2 On May 3, 1999, AT&T acquired Vanguard Cellutar Systems, Inc. and contributed its interest in Vanguard to AT&T Wireless Services as of the date of acquisition. Under the
agreement, each Vanguard shareholder was entitled to elect to receive either cash or AT&T stock in exchange for their Vanguard shares subject to the limitation that the
overall consideration would consist of 50% AT&T stock and 50% cash. Consummation of the merger resulted in the issuance of approximately 12.6 million AT&T shares and
payment of $485 in cash. In addition, Vanguard had approximately $550 in debt, which was repaid by AT&T.

3 Other 1989 acquisitions include Honolulu Cellular Telephaone Company and Bakersfield Cellular Telephone Caompany as well as wireless systems in Utah, Oregon, California,
Idaho, Ohio and Louisiana.

The following unaudited pro forma consolidated results of operations for the years ended December 31, 2000 and

1999, assume the Los Angeles, Houston, Bay Area Properties, Wireless One, San Diego and Indianapolis acquisitions

had been completed on January 1, 1999:

For the Years Ended December 31, 2000 1999
(Unaudited)

12,237 $9,845
580 $ (338)

Revenue $
Income (loss) from continuing operations $
Income (loss) from continuing operations available to
common sharehoiders per share — basic and diluted: $ 0.18 $(0.16)
Net (loss) income available to common shareholders $ 280 $ (454)
Net (Joss) income available to common shareholders
$

per share — basic and diluted: 0.11 $(0.18)

Unaudited 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,
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Dispositions of businesses and investments:
In June 2000, AT&T Wireless Services sold its interest in two equity investments for cash, resulting in pre-tax gains of
approximately $141.

In June 1999, AT&T Wireless Services sold its interest in WOOD-TV for cash, resulting in a pre-tax gain of $88.

In May 1999, AT&T Wireless Services sold its net assets in the geographic area of San Juan, Puerto Rico, including a
portion of the PCS license, to TeleCorp for cash and preferred stock of TeleCorp, resulting in a pre-tax gain of $11.

8. INVESTMENTS IN AND ADVANCES TO UNCONSOLIDATED SUBSIDIARIES

AT&T Wireless Services holds investments in ventures and partnerships that provide AT&T Wireless Services access to
additional domestic and international wireless markets. Substantially all of these investments are accounted for under
the equity method.

At December 31, 2001 and 2000, AT&T Wireless Services had equity method investments of $3,420 and $3,080,
respectively, of which $1,853 and $1,680, respectively, related to international investments. Pre-tax amortization of
excess carrying value of $65, $25, and $19 in 2001, 2000, and 1998, respectively, is reflected as a component of net
equity (losses) earnings from investments in unconsolidated subsidiaries in the accompanying consolidated statements
of operations. At December 31, 2001 and 2000, the carrying value of investments accounted for under the equity
method exceeded AT&T Wireless Services’ share of the underlying reported net assets by approximately $1,207 and
$4486, respectively. AT&T Wireless Services received cash distributions based on its equity interest in these investments
of $659, $201, and $232 for the years ended December 31, 2001, 2000 and 1999, respectively. The cash distributions
for the year ended December 31, 2001, primarily included the cash proceeds associated with the sale of AT&T
Wireless Services’ interest in Japan Telecom.

Ownership of significant equity investments is as follows:

At December 31, 2001 2000

ACC Acquisitions, LLC 50.00%! 50.00%!

Triton PCS Holdings, Inc. 15.68% 16.71%

TeleCorp PCS, Inc. 22.85%?2 22,99%?2
Cincinnati Bell Wireless, LLC 19.90% 19.90%

Alaska Native Wireless, LLC 38.18%3 39.90%:3
Far EasTone Telecommunications, Ltd. 22.74%4 292.70%*
Birla Tata AT&T Ltd. 33.00%5 N/AS
Birla AT&T Communications Ltd. N/AS 49.00%5
BPL Cellular Ltd. 49.00%58 49.,009058
Rogers Wireless Communications, Inc. 34.35%°% 16.65%5
Japan Telecom N/A7 5.00%7
EuroTel Praha, spol. s.r.o. 24.50%3 24.50%8
EuroTel Bratislava a.s. 24.50%8 24.560%8
Cascade Wireless, LLC 85.00%° 85.00%°

1 On February 28, 2000, AT&T and Dobson Communications Corporation (Dobson) acquired American Cellular Corporation, through a joint venture, ACC Acquisitions, LLC,
for approximately $2.4 billion. AT&T contributed its interest in the joint venture to AT&T Wireless Services as of the date of the acquisition. The acquisition was funded with
non-recourse bank debt by the joint venture and cash equity contributions of approximately $400 from each of the two partners. Dobson is responsible for day-to~day man-
agement of the joint venture, which is equally owned and jointly controlled by Dobson and AT&T Wireless Services. Accordingly, this investment is accounted for as an
equity method investment in the accompanying consolidated financial statements.

2 During 1998, AT&T Wireless Services entered into a venture with TeleCorp PCS, Inc. to build and operate digital wireless networks in partiens of New England and the
Midwestern and Southeastern United States. AT&T Wireless Services contributed licenses to the venture in exchange for preferred stock. Additionally in May 1999, AT&T
Wireless Services sold its net assets in the geographic area of San Juan, Puerto Rico, including a portion of the PCS license, to TeleCorp PCS, Inc. for cash and preferred
stock. tn January 1999, AT&T Wireless Services entered into a venture with Tritel, Inc. to build and operate a digital wireless network across parts of the Southwestern
United States. AT&T Wireless Services contributed licenses to the venture in exchange for preferred stock. On November 13, 2000, TeleCorp PCS, Inc. completed its
merger agreement with Tritel, Inc., as part of a stock transaction. Pursuant to the terms of the agreement, each company merged with a separate newly formed subsidiary
of a new holding company named TeleCorp PCS, Inc. (TeleCorp), upon consummation of the transaction. In cannection with the merger, AT&T Wireless Services contributed
to TeleCorp, rights to acquire wireless licenses in Wisconsin and lowa, paid approximately $20 in cash and extended the term of its brand license agreement through July
2008, in exchange for approximately 9.3 million additional common shares in the newly combined company. In a separate transaction with TeleCorp, ATAT Wireless Services
completed an exchange of certain wireless licenses and rights to acquire additional licenses in the Wisconsin and lowa markets, as well as made a cash payment of
approximately $80. In return, AT&T Wireless Services received TeleCorp's PCS licenses and wireless systems in several New England markets. AT&T Wireless Services rec-
ognized a pre-tax gain of $378, which was recorded in other income, associated with these transactions for the year ended December 31, 2000, Ownership percentages
reflect AT&T Wireless Services' ownership of common stock, assuming conversien of all currently convertible preferred shares to common stock. In addition, AT&T Wireless
Services holds redeemable preferred shares in this investment, which are not currently convertible to common stock. These preferred shares have certain liquidation prefer-
ence rights. See Notes 7, 16 and 20 for discussion of merger agreement and financing commitments entered into between AT&T Wireless Services and TeleCorp.
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During November 2000, AT&T Wireless Services joined with others in the formation of a venture, Alaska Native Wireless, LLC, which participated in the Federal
Communication Commission's Auction 35 of license spectrum in the 1900 megahertz band. AT&T Wireless Services provided funding to the joint venture through a
combination of a non-controlling equity interest and debt securities of Alaska Native Wireless totaling approximately $309 as of December 31, 2001. AT&T Wireless
Services has made certain commitments related to this joint venture. See Note 18 for further discussion of outstanding commitments.

&~

On December 8, 2000, AT&T Wireless Services exercised its options to purchase additianal shares of stock in its equity investment in Far EasTone Telecommunications, Lid.
AT&T Wireless Services paid approximately $205 for the additional shares and increased its ownership percentage to 22.7%.

a

During 2001, AT&T Wireless Services directly and through its interest in Birla AT&T Communications Ltd. completed two transactions that expanded AT&T Wireless Services
coverage area in the Indian states of Andhra Pradesh and Madhya Pradesh. These transactions were completed by the fourth quarter of 2001, As a result, AT&T Wireless
Services' now owns an approximate 33% interest in the newly merged entity, Birla Tata AT&T Ltd. In the third quarter of 2001, AT&T Wireless Services and the other venture
partners executed an agreement to combine Birla Tata AT&T Lid. with BPL Mobile Communications Ltd, and certain portions of BPL Cellular Ltd. AT&T Wireless Services
currently owns a 49% interest in BPL Cellular Ltd. The agreement to combine these entities is subject to a number of conditions. If all conditions are satisfied and a combi-
nation occurs as contemplated in the agreement, AT&T Wireless Services estimates that its ownership will be approximately 24% in the final combined entity.

=)

In August 1989, AT&T and British Telecommunications plc, through a newly created joint venture, acquired a 33.3% ownership interest in Rogers Wireless Communications,
Inc. (Rogers Wireless), formerly Rogers Cantel Mobile Communications, Inc,, for approximately $834 in cash. AT&T coniributed its interest in the joint venture to AT&T
Wireless Services as of the date of acquisition. The investment was owned equally by AT&T Wireless Services and British Telecommunications. During the first quarter of
2001, AT&T Wireless Services issued unsecured term notes to Rogers Wireless to pay for spectrum it successfully bid upon in the Canadian spectrum auctions. In April
2001, Rogers Wireless effected a rights offering of its equity securities in which AT&T Wireless Services' joint venture with British Telecommunications plc, JVII, participated.
The participation increased JVIl's ownership interest in Rogers Wireless to 34.35%. AT&T Wireless Services funded the purchase on behalf of JVII by offsetting it against
the unsecured, interest-bearing note made by AT&T Wireless Services. This transaction resulted in AT&T Wireless Services obtaining a controlling interest of JVil, as well as
increasing the indirect ownership percentage in Rogers Wireless. On July 3, 2001, AT&T Wireless Services acquired British Telecommunications’ interest in JVIl for approxi-
mately $380 in cash. As a result ot this acquisition, ATET Wireless Services now owns 100% of JVH, and, through JVIL, holds a 34.35% ownership interest in Rogers
Wireless.

-

In the first quarter of 2000, AT&T Wireless Services was allocated one-half of AT&T's interest in Japan Telecom, which was held through a joint venture with British
Telecommunications. This investment was accounted for under the equity method because of our ability to elect certain members of the board of directors of this entity,
which we believe provided us with significant influence. On Aprit 27, 2001, AT&T completed the sale of its interest in Japan Telecom for approximately $1.35 illion in cash.
AT&T attributed $0.5 billion of the net after-tax proceeds from the sale to AT&T Wireless Services. AT&T Wireless Services recognized an after-tax gain of $298 associated
with the transaction, which was recorded in net equity (fosses) earnings from investments in unconsolidated subsidiaries in the second quarter of 2001,

e

These investments were acquired on October 2, 2000, and represented the significant interests acquired by AT&T Wireless Services when it completed its acquisition of
several interests in international ventures acquired by AT&T as a result of its acquisition of MediaOne in June 2000. AT&T Wireless Services acquired these interests from
AT&T for approximately $1 billion in cash, which was determined based upon a third party valuation, Additionally, AT&T Wireless Services assumed deferred tax liabilities
totaling approximately $200 which were transferred from AT&T.

©

On December 22, 2000, AT&T Wireless Services joined with others in the formation of Cascade Wireless, LLC. Upon formation of the entity, AT&T Wireless Sesvices con-
tributed $2.3 in cash to abtain an 85% non-controliing equity interest in the entity. During 2001, AT&T Wireless Services loaned approximately $180 to Cascade Wireless,
LLC to finance various license purchases and operational activities. Subsequent to December 31, 2001, AT&T Wireless loaned an additional $251 to Cascade Wireless, LLC
to finance certain acquisitions and license purchases made by Cascade Wireless, LLC. This investment is accounted for under the equity method as AT&T Wireless Services
does not have any vating rights with respect to this entity.

The consolidated results of operations and the financial position of the significant equity method investments are
summarized below.

Condensed Income Statement Information

For the Years Ended December 31, 2001 2000 1999
| Revenue $8,380 $16,479 $3,495
| Operating (loss) income (281) 290 (155)

Net income (loss) 16 1,094 (236)

Condensed income statement information for 2001 includes the results of Japan Telecom prior to its sale in April
2001. Condensed income statement information for 2000 and 1999 includes the results of AB Cellular and CMT
Partners prior to their consolidation by AT&T Wireless Services. Net income in 2001 includes the gain recognized on
the sale of Japan Telecom. Net income in 2000 includes the gain recognized by AB Cellular associated with the
redemption of AT&T Wireless Services' equity interest in December 2000 (see Note 7).

Condensed Balance Sheet information

At December 31, 2001 2000
Current assets $ 1,957 $ 4171
Noncurrent assets 18,656 22,231
Current liabilities 1,809 2717
Noncurrent liabilities 9,840 10,313

Redeemable preferred stock 648 543
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Current assets are composed primarily of cash, accounts receivable, and other current assets. Noncurrent assets are
composed primarily of goodwill and other intangible assets, property, plant and equipment and licensing costs. Current
liabilities are composed primarily of operating accruals, accounts payable, and short-term debt. Noncurrent liabilities
are composed primarily of long-term debt and deferred income taxes.

AT&T Wireless Services also has investments accounted for under the cost method. Under this method, investments
are stated at cost, and earnings are recognized to the extent distributions are received up to accumulated earnings
of the investee. Distributions received in excess of accumulated earnings are recognized as a reduction of the invest-
ment balance.

On February 8, 2001, AT&T Wireless Services completed its purchase of $200 in Series AA preferred stock from
Dobson, which has a liquidation preference of $1,000 per share and is exchangeable into Series A convertible pre-
ferred stock. If the Series AA preferred stock is exchanged into Series A convertible preferred stock, AT&T Wireless
Services will increase its ownership interest in Dobson, on an as-converted-to-common-stock basis, from its current
ownership of 4.7% to approximately 11.8%.

Subseguent to our split-off from AT&T in July 2001, AT&T Wireless Services appointed an individual to its board of
directors who has a controlling interest in several entities to which AT&T Wireless Services had previously committed
to provide financing. The financing provided by AT&T Wireless Services to these entities was in the form of non-
controlling equity interests, as well as debt. Proceeds of these financings were used to acquire, from third parties,
license spectrum that AT&T Wireless Services is not eligible to own, as well as certain operating requirements of the
entities. AT&T Wireless Services' financing to these entities since January 1, 2001, totaled $642, including fundings
which occurred during the first quarter of 2002.

9. ASSET IMPAIRMENT AND RESTRUCTURING CHARGES

During the fourth quarter of 1999, AT&T Wireless Services recorded a $531 asset impairment charge, including $3
associated with the fixed wireless business, primarily associated with the planned disposal of certain wireless commu-
nications equipment resulting from a program to increase capacity and operating efficiency of its wireless network.
As part of a multi-vendor program, contracts have been executed with certain vendors to replace significant portions
of the wireless infrastructure equipment in the Western United States and the metropolitan New York markets., The
program is intended to provide AT&T Wireless Services with the newest technology available and allow it to evolve to
new next-generation digital technology, which will provide high-speed data capabilities,

The planned disposal of certain wireless infrastructure equipment required an evaluation of asset impairment in accor-
dance with SFAS No. 121, “Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be
Disposed Of" to write-down these assets to their fair valus, which was estimated by discounting the expected future
cash flows o be generated by these assets from their use and eventual disposition through the date of disposal. Since
the assets remained in service from the date of the decision to dispose of these assets to the disposal date, the impair-
ment was recorded within accumulated depreciation and the remaining net book value of the assets was depreciated
over this shortened period. As of December 31, 2001, all of the reserve was utilized and all of these assets have been
fully depreciated.

10. INCOME TAXES

AT&T Wireless Services became a separate taxable entity effective with its split-off from AT&T in July 2001. Prior to
the split-off, AT&T Wireless Services was not a separate taxable entity for federal and certain state income tax pur-
poses and its results of operations-were included in the consolidated federal and state income tax returns of AT&T and
its affiliates, as described in Note 1. The following table shows the principal reasons for the difference between the
effective income tax rate and the United States federal statutory income tax rate for AT&T Wireless Services' income
(loss) from continuing operations, excluding the taxes associated with net equity (losses) earnings from investments

in unconsolidated subsidiaries:
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For the Years Ended December 31, 2001 2000 1999
U.S. federal statutory income tax rate 35.0% 35.0% 35.0%
Federal income tax at statutory rate $205 $240 $(204)
State and local income taxes, net of federal income tax effect 18 19 an
Amortization of intangibles 42 20 17
Net revaluation of securities (25) - -
Sale of foreign investment - 3n -
Change in valuation allowance and other estimates 58 - (50)
Other differences, net 13 (2) (3)
Provision (benefit) for income taxes $311 $ 246 $(257)
Effective income tax rate 53.0% 35.7% 44.1%
PROVISION (BENEFIT) FOR INCOME TAXES
Current

Federal $(18) $(284) $(169)

State and local : 39 (61) 4

Foreign 5 - -

$ 26 $(345) $(165)

Deferred

Federal $292 $ 505 $ (48)

State and local (7) 86 (44)

$285 $ 591 $ (92)

Provision (benefit) for income taxes $311 $ 246 $(257)

Income tax provisions associated with and included in net equity (losses) earnings from investments in unconsolidated
subsidiaries were $13, $243, and $73 for the years ended December 31, 2001, 2000, and 1999, respectively.

Deferred income tax liabilities are taxes AT&T Wireless Services expects to pay in future periods. Similarly, deferred
income tax assets are recorded for expected reductions in taxes payable in future pericds. Deferred income taxes arise
because of differences in the book and tax bases of certain assets and liabilities,

Deferred income tax liabilities and assets consist of the following:

At December 31, 2001 2000
LONG-TERM DEFERRED INCOME TAX LIABILITIES

Property, plant and equipment and licenses $(3,921) $(3,618)

Investments (8586) (989)

Other (75) (74)
Total long-term deferred income tax liabilities $(4,852) $(4,681)
LONG-TERM DEFERRED INCOME TAX ASSETS

Discontinued operations $ 405 $ -

Net operating loss/credit carryforwards 110 37

Valuation allowance (15) (15)
Total net long-term deferred income tax assets $ 500 $ 22
Net long-term deferred income tax liabilities $(4,352) $(4,659)
CURRENT DEFERRED INCOME TAX LIABILITIES

Total current deferred income tax liabilities $ - $ -
CURRENT DEFERRED INCOME TAX ASSETS

Discontinued operations $ 99 $ -

Employee benefits 11 11

Reserves and allowances 109 65

Other 3 17
Total current deferred income tax assets $ 222 $ 93
Net current deferred income tax assets $ 222 $ 93
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At December 31, 2001, AT&T Wireless Services had net operating loss carryforwards for federal and state income

tax purposes of $165 and $57, respectively, at their respective rates, expiring beginning 2003 through 2021. AT&T
Wireless Services also has federal tax credit carryforwards of $29 which are not subject to expiration. AT&T Wireless
Services has sufficient reversing taxable temporary differences to warrant recognition of its deferred tax assets without
the need for any additional valuation allowance.

11. EMPLOYEE BENEFIT PLAN

AT&T Wireless Services sponsors a savings plan for the majority of its employees. The plan allows employees to con-
tribute a portion of their pre-tax income in accordance with specified guidelines. The plan matches a percentage of
employee contributions up to certain limits. In addition, AT&T Wireless Services may make discretionary or profit sharing
contributions. Contributions amounted to $91, $60, and $37 in 2001, 2000, and 1999, respectively.

12. STOCK-BASED COMPENSATION PLANS

Stock-based compensation plans subsequent to the split-off:

In conjunction with the split-off from AT&T in July 2001, AT&T Wireless Services adopted the AT&T Wireless Services
Long Term Incentive Plan (LTIP), which allows for the granting of stock options, performance shares, and restricted
stock units in AT&T Wireless Services’ common stock. In addition, AT&T Wireless Services adopted the AT&T Wireless
Services Adjustment Plan (Adjustment pian), which is a plan designed to govern the outstanding AT&T Wireless
Services common stock options created from AT&T Wireless Group tracking stock options upon split-off, as well as
the AT&T Wireless Services common stock options created from AT&T options upon the split-off distribution. There
were 150 million common shares authorized under the Adjustment plan.

Under the LTIP, there were 86 million common shares authorized for grant as of December 31, 2001, The shares
available for grant are based on the 86 million shares authorized upon adoption of the LTIP plus an additional number
of shares to be added to the plan on January 1st of each year, adjusted for new grants, exercises, forfeitures, cancella-
tions, and terminations of outstanding awards under both plans throughout the year. The additional shares to be added
annually is based on 2.756% of the shares outstanding on January 1st of each year. Stock options are granted to virtu-
ally all employees as well as to members of AT&T Wireless Services' board of directors. The exercise price of stock
options granted is equal to the stock price when the option is granted. The options generally vest over three and one-
half years and are exercisable up to 10 years from the date of grant. Restricted stock units and performance share
units are awarded to key employees.

In addition to the AT&T Wireless Services LTIP, AT&T Wireless Services adopted the AT&T Wireless Services Employee
Stock Purchase Plan (ESPP). Under the ESPP, AT&T Wireless Services is authorized to sell up to 5,200 thousand
shares of AT&T Wireless Services common stock to AT&T Wireless Services employees. Under the terms of the ESPP,
employees may have up to 10% of their earnings withheld to purchase AT&T Wireless Services' common stock. The
purchase price of the stock on the date of exercise is 85% of the fair market value of shares on the New York Stock
Exchange on either the first or the last day of the applicable quarter, whichever is less. During 2001, AT&T Wireless
Services sold 621 thousand shares to employees under the ESPP.

Stock-based compensation plans prior to the split-off:

Prior to the split-off from AT&T, employees of AT&T Wireless Services participated in the stock-based compensation
plans of AT&T, which included stock options granted in AT&T common stock. Prior to the date of the offering of AT&T
Wireless Group tracking shares in April 2000, AT&T granted approximately 1,082 thousand and 9,438 thousand AT&T
common stock options to AT&T Wireless Services employees during 2000 and 1999, respectively. The weighted-
average exercise prices at the grant date for AT&T common stock options granted to AT&T Wireless Services employ- -
ees during 2000 and 1999 were $48.05 and $59.35, respectively. At December 31, 2000 and 19989, there were
approximately 27506 thousand and 30,068 thousand AT&T common stock options outstanding, respectively, held

by AT&T Wireless Services employees at weighted average exercise prices of $41.68 and $41.14, respectively. At
December 31, 2000 and 1999, there were approximately 17,492 thousand and 15,546 thousand AT&T common stock
options exercisable, respectively, at weighted average exercise prices of $35.37 and $30.15, respectively.

Subsequent to the April 2000 offering of AT&T Wireless Group tracking stock and prior to the split-off in July 2001,
AT&T granted stock options in AT&T Wireless Group tracking stock to nearly all AT&T employees, including AT&T
Wireless Services employees. Of the total options granted in 2001 noted in the table below, 4,085 thousand represent
AT&T Wireless Group tracking stock options granted prior to the split-off, of which 2,185 thousand were granted to
AT&T Wireless Services employees. Of the total AT&T Wireless Group tracking stock options granted during 2000,
53,308 thousand were granted to AT&T Wireless Services employees.
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In conjunction with the split-off, AT&T and AT&T Wireless Services entered into an employee benefits agreement. This
agreement covered the treatment of AT&T common stock options and AT&T Wireless Group tracking stock options
held by both AT&T and AT&T Wireless Services employees. According to the agreement, each AT&T option granted to
AT&T and AT&T Wireless Group employees prior to January 1, 2001, that was outstanding under the AT&T Long Term
incentive Plan as of the split-off date, was adjusted. This adjustment resulted in each individual who was a holder of
an AT&T option receiving, immediately after the split-off date, an adjusted AT&T option and an AT&T Wireless Services
option. The combined intrinsic value of the adjusted AT&T option and the AT&T Wireless Services option immediately
after the split-off was equal to the intrinsic value of the AT&T option immediately before the split-off. Each AT&T
Wireless Group tracking stock option held by an AT&T or AT&T Wireless Group employee outstanding under the AT&T
Long Term Incentive Plan as of the split-off date was converted as of the split-off date into an AT&T Wireless Services
option. The number of options and the exercise price per share of each AT&T Wireless Services option was adjusted
to maintain the intrinsic value of the AT&T Wireless Services option immediately after the split-off.

Each AT&T option held by an AT&T Wireless Services employee subsequent to the split-off became fully vested and
continues to be exercisable for the remaining scheduled term of such AT&T option. Each AT&T Wireless Services option
held by an AT&T employee subsequent to the split-off became fully vested and continues to be exercisable for the
remaining scheduled term of the original AT&T or AT&T Wireless Group tracking stock option. Each AT&T Wireless
Services option converted from an AT&T Wireless Group tracking stock option or created from an AT&T option held by
an AT&T Wireless Services employee is subject to the same terms and conditions regarding term, vesting, and other
provisions regarding exercise as set forth in the original AT&T or AT&T Wireless Group tracking stock option from
which the option was created or converted.

Summary of AT&T Wireless Group and AT&T Wireless Services common stock options:

The following table is a summary of AT&T Wireless Group stock option transactions prior to the split-off and AT&T
Wireless Services stock option transactions subsequent to the split-off:

Weighted- Weighted-
Average Average
Shares in Thousands 2001 Exercise Price 2000 Exercise Price
Outstanding at January 1 73,626 $29.29 - -
Options
Granted 34,946 16.97 76,983 $29.29
Exercised (970) 11.61 - Co-
Canceled or forfeited (6,695) 25.61 (3,367) 290.43
Options created as a result of split-off 75,330 27.08 - -
Outstanding at December 31 176,237 26.14 73,626 29.29
Options exercisable 118,084 27.91 12,391 29.48
Shares available for grant 65,797 41,874
The following table summarizes information about the AT&T Wireless Services stock options outstanding at December
31, 2001:
Options Qutstanding Options Exercisabie
Number Weighted- Number
Outstanding Average Weighted- Exercisable Weighted-
Range of At Dec. 31, 2001 Remaining Average At Dec. 31, 2001 Average
Exercise Prices (in thousands) Contractual Life Exercise Price (in thousands) Exercise Price
$2.05-$16.42 9,761 6.7 $11.28 6,261 $9.18
$16.43 26,028 9.5 16.43 - 16.43
$16.44-$18.50 5,066 5.8 17.68 4,249 17.69
$18.51-$19.97 7,851 5.6 18.92 7,420 18.90
$19.98-$29.00 28,510 7.1 23.83 26,578 23.76
$29.01-%$29.16 66,907 8.3 20.16 42756 29.16
$29.17-$40.78 22,711 6.8 34.11 22,406 34.08
$40.76-$47.35 9,413 6.8 45.29 8,414 45.56
Total 176,237 7.7 26,14 118,084 27.91

Of the 176,237 thousand options outstanding at December 31, 2001, 89,424 thousand were held by non-employees.
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AT&T Wireless Services applies APB Opinion No. 25, “Accounting for Stock lssued to Employees, and related inter-
pretations in accounting for its stock-based compensation plans. Accordingly, no compensation expense has been
recognized other than for performance share and restricted stock units. Compensation costs charged against AT&T
Wireless Services' results of operations were not material in 2001, 2000, and 1999.

Fair value disclosures:

AT&T Wireless Services has adopted the disclosure-only provisions of SFAS No. 123, “Accounting for Stock-Based
Compensation.” If AT&T Wireless Services had elected to recognize compensation costs based on the fair value at the
date of grant for AT&T Wireless Services common stock awards granted subsequent to the split-off in 2001, AT&T
Wireless Group tracking stock awards granted to AT&T Wireless Services employees prior to the split-off, and AT&T
common stock awards granted to AT&T Wireless Services employees prior to the split-off, consistent with the provi-
sions of SFAS No. 123, net (loss) income available to common shareholders, and the respective per share amounts
would have been as follows:

For the Years Ended December 31, 2001 2000 1999
Net (loss) income available to common shareholders $(1,152) $ 351 $(520)
Net (loss) income available to common shareholders

per share—basic and diluted $ (0.46) $0.14 $(0.20)

The weighted-average fair value at date of grant was $7.56 for all AT&T Wireless Services stock options granted during
2001, as well as AT&T Wireless Group tracking stock options granted to AT&T Wireless Services employees prior to the
split-off, and was estimated using the Black-Scholes option-pricing model. The following weighted average assump-
tions were applied: (i) expected dividend yield of 0%, (i) expected volatility rate of 50.0%, (iii) expected life of 5 years,
and (iv) risk-free interest rate of 4.2%.

The weighted-average fair value at date of grant was $2.44 for all shares of AT&T Wireless Services common stock
issued during 2001 under the ESPP, and was estimated using the Black-Scholes option-pricing model. The following
weighted average assumptions were applied: (i) expected dividend yield of 0%, (i) expected volatility rate of 50.0%,
(iii} expected life of 3 months, and (iv) risk-free interest rate of 1.7%.

The weighted-average fair value at date of grant was $14.43 for AT&T Wireless Group tracking stock options granted
to AT&T Wireless Services employees during 2000 and was estimated using the Black-Scholes option-pricing model.
The following weighted-average assumptions were applied: (i) expected dividend yield of 0%, (i) expected volatility rate
of 55.0%, (iii) expected life of 4 years, and (iv) risk-free interest rate of 6.52%,

The weighted-average fair values at date of grant for AT&T options granted to AT&T Wireless Services employees
during 2000 and 1999 were $14.26 and $15.36, respectively, and were estimated using the Black-Scholes option-
pricing model. The following weighted-average assumptions were applied for 2000 and 1999, respectively: (i) expected
dividend yield of 1.7% for both years, (i) expected volatility rates of 31.2% and 27.2%, (iii) expected lives of 3.9 years
and 4.9 years, and (iv) risk-free interest rates of 6.69% and 4.71%.

13. FAIR VALUES OF FINANCIAL INSTRUMENTS

The carrying amounts of cash and cash equivalents, accounts receivable, accounts payable, short-term debt due to
AT&T, due on demand notes payable, and other current liabilities are a reasonable estimate of their fair value due to
the short-term nature of these instruments.

The fair values of AT&T Wireless Services' Senior Notes are estimated by discounting the cash flows of each note at
AT&T Wireless Services' incremental borrowing rate as of the end of the year. As of December 31, 2001, the carrying
value and fair value of AT&T Wireless Services' Senior Notes totaled $6,487 and $70486, respectively. As of December
31, 2000, the carrying value of AT&T Wireless Services' long-term debt to AT&T approximated the fair value of the
obligation.

As of December 31, 2001, AT&T Wireless Services had entered into interest rate swaps with a total notional value

of $700. On a semi-annual basis, AT&T Wireless Services pays a floating rate of interest plus a fixed spread, which
averaged 4.5% during 2001 for the period which the interest rate swaps were outstanding, and receives a fixed rate
of 7.35% in return. The interest rate swaps were entered into as hedges of the fair value of AT&T Wireless Services’
7.35%, 2006 Senior Notes, and expire on March 1, 2006, the notes’ maturity date. AT&T Wireless Services determines
the fair value of its interest rate swaps based on market quotes obtained from swap dealers. The fair value of these
interest rate swaps represented a liability of approximately $10 as of December 31, 2001,
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14. RELATIONSHIP WITH AT&T

Prior to the July 9, 2001, split-off from AT&T, the financial statements of AT&T Wireless Services reflect an assumed
capital structure allocated from AT&T, as well as allocated costs associated with AT&T's common support divisions as
discussed in Note 1. Additionally, AT&T Wireless Services, including its fixed wireless business, purchased various
network and selling, general and administrative services from AT&T, primarily at market-based prices.

For the Years Ended December 31, 2001 2000 1999

COSTS OF SERVICES:

Long-distance and other network related services $140 $241 $170
Provision for uncollectibles related to bundled customers 18 38 29
Total costs of services $158 $279 $199
SELLING, GENERAL AND ADMINISTRATIVE:

General corporate overhead allocations $ 29 $ 56 $ 40
Sales employee, commissions and marketing support related costs? - 67 223
Administrative telephone services 76 104 69
Remittance processing services 16 23 22
Billing and collection services related to bundled customers 12 38 36
Total selling, general and administrative $133 $288 $390
Interest income on note receivable from AT&TS $202 $143 $ -
Interest expense $ 70 $196 $214
Preferred stock dividends?* $ 76 $130 $ 56
Capitalized interest deducted from interest expense $ 41 $123 $ 88

AT&T Wireless Services had income tax receivables totaling $210 and $118 at December 31, 2001 and 2000, respec-
tively, which represented payments to be received from AT&T in accordance with the tax sharing agreement.

For the 2001 period prior to July 9, 2001,

[S)

Effective April 1, 2000, the direct sales employees previously employed by AT&T became employees of AT&T Wireless Services,

w

Included within *Other income” on the consolidated statements of operations. For the 2001 period prior to the repayment of the note receivable from AT&T, intercompany
interest income was determined based upon the average daily balance outstanding of the intercompany note receivable from AT&T, at a rate equal to AT&T's average 30-
day commercial paper rate reset on the first day of each month, which was 4.2% at June 30, 2001. For the year ended December 30, 2000, intercompany interest income
was determined based on the average daily balance outstanding of the intercompany note receivable from AT&T at a rate equal to the cne month LIBOR minus six basis
paints,

=

Recorded net of tax in accordance with the tax sharing agreement discussed in Note 1.

15. LONG-TERM DEBT

On March 6, 2001, AT&T Wireless Services completed a private placement of $6.5 billion in unsecured and unsubordi-
nated Senior Notes with $1 billion maturing on March 1, 2006; $3 billion maturing on March 1, 2011; and $2.5 billion
maturing on March 1, 2031, The notes pay interest at fixed rates ranging from 7.35% to 8.75% per annum, payable semi-
annually and include customary covenants. In accordance with registration rights attached to the notes, on October 3,
2001, AT&T Wireless Services completed an exchange offer exchanging, at the election of the note holder, nearly
100% of private placement Senior Notes for new Senior Notes pursuant to a registration statement filed under the
Securities Act of 1933, AT&T Wireless Services had interest expense of $443 for the year ended December 31, 2001,
associated with these notes, of which $100 was capitalized.

On March 23, 2001, AT&T Wireless Services, entered into Competitive Advance and Revolving Credit Facilities (the
Facilities) in the aggregate amount of $2.5 billion consisting of an up to $1.25 billion 364-day Competitive Advance
and Revolving Credit Facility and an up to $1.25 billion Five-Year Competitive Advance and Revolving Credit Facility.
The Facilities are subject to a facility fee ranging from 8 to 30 basis points, payabte quarterly on the total commitment,
used or unused. The facility fees are based on the respective agreement and will fluctuate based on AT&T Wireless
Services' Senior Notes rating. The Facilities are also subject to a utilization fee of 12.6 basis points if borrowings
exceed certain levels as defined in the agreement. The Facilities bear interest at variable rates based upon, in various
cases, (i) LIBOR plus 32.5 to 100 basis points depending on AT&T Wireless Services’ Senior Notes rating, or (i) 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, warranties, and events of default.
The Facilities contain financial covenants requiring AT&T Wireless Services to maintain certain financial ratios. In
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addition, the existence of an obligation by AT&T Wireless Services to repurchase equity interests from DoCoMo may,
under certain circumstances, constitute an event of default. No amounts had been borrowed under the Facilities at
December 31, 2001,

During June 2001, AT&T Wireless Services finalized agreements to issue up to $2.5 billion of private placement commer-
cial paper notes. The notes will be unsecured, ranking pari passu with AT&T Wireless Services’ other unsubordinated
and unsecured indebtedness. Maturity of the notes will be up to 365 days from date of issue. As of December 31, 2001,
AT&T Wireless Services did not have any notes outstanding under this program.

16. COMMITMENTS

On December 14, 2001, AT&T Wireless Services entered into a note purchase agreement with Lucent Technologies,
Inc. to acquire from Lucent for $209, a total of $227 in aggregate accreted value of senior subordinated debt of
TeleCorp. This indebtedness is evidenced by $358 in aggregate principal of 119% senior subordinated discount notes
of TeleCorp with a maturity date of April 15, 2011. This note receivable is reflected within “Other assets” on the accom-
panying consolidated balance sheet as of December 31, 2001. Additionally, on December 14, 2001, AT&T Wireless
Services entered into a commitment agreement under which it agreed to provide a total of $500 in financing to
TeleCorp and its subsidiary TeleCorp Wireless, Inc. AT&T Wireless Services' obligation to provide the financing of this
commitment agreement is not conditioned on the completion of the merger. In January 2002, AT&T Wireless Services
advanced to TeleCorp $100 of senior subordinated debt, evidenced by 10% discount notes due 2011 in the aggregate
principal amount of $152. The remaining commitment will take the form of senior subordinated debt and senior debt,
including (1) $110 of senior subordinated debt, evidenced by 10% discount notes due 2011 in the aggregate principal
amount of $1863, to be advanced on April 15, 2002; (2) up to $250 in aggregate principal amount of senior subordi-
nated debt, evidenced by 9% notes due 2008, to be advanced at the election of TeleCorp Wireless from time to time
on or prior to March 30, 2002; and (3) $40 of term loans under the senior credit facility of TeleCorp Wireless to be
advanced from time to time on or before March 30, 2002. In conjunction with the closing of the TeleCorp merger on
February 15, 2002, the financing commitments to TeleCorp and its subsidiary TeleCorp Wireless became commitments
of consolidated subsidiaries of AT&T Wireless Services.

AT&T Wireless Services has commitments to fund spectrum acquisitions and operational funding requirements of an
equity method investment which totaled approximately $251 as of December 31, 2001. The funding of these commit-
ments occurred during the first quarter of 2002,

| AT&T Wireless Services has various purchase commitments for network equipment as well as handsets related to the
development cf its next-generation strategy. Those commitments totaled $1.5 billion as of December 31, 2001, and
expire between 2002 and 2004.

During January 2001, AT&T closed its previously announced agreement with DoCoMo. Pursuant to this agreement,
DoCoMo may require the repurchase of its investment at DoCoMo’s original purchase price, plus interest, if AT&T
Wireless Services fails to meet specified technological milestones, under certain circumstances. DoCoMo may require
the repurchase of its investment, plus interest, if prior to June 30, 2004, AT&T Wireless Services abandons wideband
code division multiple access as its primary technology for third-generation services, or if AT&T Wireless Services fails
to launch services using universal mobile telecommunications systems (UMTS) in at least 13 of the top 50 U.S. mar-
kets, with certain specified exceptions. See Note 4 for further discussion related to the DoCoMo investment,

During November 2000, AT&T Wireless Services joined with others in the formation of a venture, Alaska Native
Wirefess (ANW), which participated in the Federal Communication Commission's (FCC) Auction 35 of license spectrum
in the 1900 megahertz band, which is used to provide wireless services. in January 2001, the auction was completed,
and ANW was the high bidder on approximately $2.8 billion in licenses. AT&T Wireless Services has committed to fund
$2.6 billion to ANW to fund ANW's purchase of licenses. As of December 31, 2001, AT&T Wireless Services funded
approximately $309 of the commitment through a combination of a non-controlling equity interest and debt securities
of ANW. On March 4, 2002, the FCC announced that it is prepared to grant to ANW some of the licenses on which it
was the high bidder upon payment of $90, which is the balance of the purchase price for these licenses. The remaining
approximately $2.2 billion of additional funding will be made if and when the remaining licenses are granted, and will
take the form of convertible and non-convertible notes of ANW. At the fifth anniversary of the first date on which
licenses won in the auction are granted to ANW, and in addition to other means by which they may transfer their inter-
ests, the other owners of ANW have the right to require AT&T Wireless Services to purchase their equity interests. If
this right were exercised five years after license grant, assuming licenses are granted in March 2002, the purchase
price would be up to approximately $1.1 billion and would be payable, at AT&T Wireless Services' option, in cash or _
marketable securities, The right to require AT&T Wireless Services to purchase these interests may be exercised before
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the five-year anniversary of the license grant if the conditions of certain FCC regulations restricting the free transfer-
ability of certain licenses offered in this auction are met earlier, If the right were exercised earlier, the purchase price
would be calculated in generally the same way as if exercised at five years, except that a discount would be applied. In
certain circumstances, if a winning bid of ANW is rejected or if any license granted to ANW is revoked, AT&T Wireless
Services would be obligated to compensate other owners for making capital available to the venture. AT&T Wireless
Services does not believe the amount of any such compensation, if it were required, would be material. In June 2001, a
federal appeals court ruled that the FCC had acted improperly in repossessing from NextWave Telecom, Inc. most of the
spectrum offered in the auction. The United States Supreme Court has ruled that it will hear an appeal of that decision.

In conjunction with the split-off, AT&T Wireless Services entered into a Master Carrier Agreement with AT&T to purchase
certain voice and data telecommunications services. Under the Master Carrier Agreement, AT&T Wireless Services is
required to purchase wholesale long-distance services it provides to its customers in an amount equal to its 2001
actual purchases for each of five years, beginning with the date of split-off. AT&T Wireless Services is required to pay
AT&T any shortfall in cumulative usage at the rate of $0.01 per minute at the end of the five year period. AT&T Wireless
Services' maximum commitment for this shortfall as of December 31, 2001 was approximately $484. AT&T Wireless
Services is also required to purchase long-distance services associated with its administrative phone usage equal to
$75 for each of three years following the split-off. As of December 31, 2001, AT&T Wireless Services had fulfilled
approximately $45 of the first year's commitment under the agreement. In addition, AT&T Wireless Services is required
to purchase certain network data services from AT&T in an amount equal to $386 for each of the three years following
the split-off. As of December 31, 2001, AT&T Wireless Services had fulfilled all of the first year's commitment under
the agreement.

AT&T Wireless Services leases land, buildings, and equipment through contracts that expire in various years through
2045. Certain of AT&T Wireless Services' lease contracts include options to renew the leases for an additional five to
25 years. Rental expense under operating leases was $4486, $263, and $200 for the years ended December 31, 2001,
2000, and 1999, respectively. The following table shows the future minimum rental payments due under non-cancelable
operating leases at December 31, 2001;

For the Years Ended December 31,

2002 $465
2003 418
2004 378
2005 305
2006 192
Later Years 568

During 2001, 2000, and 1999, AT&T Wireless Services expensed $4, $28, and $82, respectively, for losses associated
with commitments related to certain equity investments. Included in the 1999 loss of $82 was AT&T Wireless Services'
commitment of $63 to fund the long-term debt obligations of one of its equity investments, which fully satisfied AT&T
Wireless Services’ commitment for this equity investment.

AT&T Wireless Services has commitments with local exchange carriers for dedicated leased lines. The original terms of
these commitments vary from month-to-month up to five years. AT&T Wireless Services incurred approximately $300 in
2001 related to these dedicated transport commitments. AT&T Wireless Services also has various other purchase com-
mitments for materials, supplies, and other items incidental to the ordinary course of business which are not significant
individually, nor in the aggregate.

17. CONTINGENCIES

Several lawsuits have been filed asserting claims that AT&T Wireless Services collected charges for local government
taxes from customers that were not properly subject to those charges. Agreements have been reached to settle others
of these cases, although the agreements have not yet received court approval, AT&T Wireless Services has entered into
a settlement of one of these cases, although the settlement has been challenged on appeal.

Several class action lawsuits have been filed in which claims have been asserted that AT&T Wireless Services did not
have sufficient network capacity to support the influx of new subscribers who signed up for AT&T Digital One Rate
service beginning in May 1998 and therefore has failed to provide service of a quality allegedly promised to sub-
scribers. The plaintiffs in these cases have not asserted specific claims for damages, with the exception of one case
filed in Texas in which the named plaintiffs have asserted claims for compensatory and punitive damages totaling $100.
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That case was dismissed, although an appeal is pending and another case in Texas remains pending. An agreement
has been reached to settle certain of these cases, although the agreement has not received court approval.

Several other class action or representative lawsuits have been filed against AT&T Wireless Services that allege,
depending on the case, breach of contract, misrepresentation or unfair practice claims relating to AT&T Wireless
Services billing practices (including rounding up of partial minutes of use to full minute increments and billing send
to end), coverage, dropped calls, price fixing, and/or mistaken bills. Although the plaintiffs in these cases have not
specified alleged damages, the damages in two of the cases are alleged to exceed $100. One of these two cases
was dismissed and the dismissal was affirmed in part on appeal. Settlement negotiations are ongoing in both cases.

Several class actions have been filed against AT&T and several wireless phone manufacturers and carriers, asserting
products liability, breach of warranty, and other claims relating to radio frequency transmissions to and from wireless
phones. The complaints seek damages for the costs of headsets for wireless phone users as well as injunctive relief. In
connection with the split-off, AT&T Wireless Services was allocated all of the liabllity, if any, arising from these lawsuits.

AT&T Wireless Services was involved in an international arbitration proceeding concerning interests in a Malaysian
telecommunications joint venture, Maxis Communications Bhd, a former MediaOne business acquired by AT&T and sold
to AT&T Wireless Services in the fourth quarter of 2000. In this arbitration proceeding, a group of Malaysian sharehold-
ers claim that MediaOne breached fiduciary duties and contractual obligations owed to the joint venture. The arbitration
claim asserted damages of $400. In connection with the split-off, AT&T Wireless Services assumed a portion of the lia-
bilities, if any, related to this action, subject to certain adjustments. In March 2001, AT&T Wireless Services entered into
an agreement with other shareholders of Maxis Communications Bhd who were the claimants in this arbitration, for the
sale of AT&T Wireless Services' entire interest in that entity and the resolution of the claims asserted in the arbitration
proceeding. At that time, the parties agreed to suspend the arbitration proceeding pending closing of this transaction,
and expected to terminate the arbitration proceeding when the sale has been completed. During November 2001, the
sale was completed and the lawsuit associated with the Maxis investment was settled.

Stockholders of a former competitor of AT&T Wireless Services' air-to-ground business are plaintiffs in a lawsuit filed
in 1993, alleging that AT&T Wireless Services breached a confidentiality agreement, used trade secrets to untairly com-
pete, and tortiously interfered with the business and potential business of the competitor. Plaintiffs sought damages in
an unspecified amount in excess of $3.6 billion. AT&T Wireless Services’ obtained partial summary judgment and then
prevailed on the remainder of the claims at a trial on the validity of a release of plaintiffs’ claims. Final judgment was
entered against plaintiffs on their claims, and plaintiffs appealed. On appeal, the Appellate Court of lllinois, Second
‘v District, reversed and remanded the case for trial indicating that certain issues decided by the judge needed to be
F resolved by a jury.
Several lawsuits have been filed against AT&T, certain executives of AT&T and AT&T Wireless Services, and a group of
investment banking firms, seeking class certification and asserting claims under federal securities laws. The complaints
assert claims that AT&T made material misstatements concerning earnings and financial condition, while omitting cther
material information, allegedly to maximize proceeds from the offering of AT&T Wireless Group tracking stock in April
2000 and/or to avoid paying a cash guarantee in connection with the MediaCne acquisition. The complaints do not
specify amounts of damages claimed, although the plaintiffs are seeking to recover for declines in stock prices of AT&T
securities, including the AT&T Wireless Group tracking stock. In connection with the split-off, AT&T Wireless Services
will be alfocated a portion of the liabilities, if any, arising out of these actions to the extent relating to AT&T Wireless
Group tracking stock.

A lawsuit has been filed challenging AT&T Wireless Services’ involvement with Alaska Native Wireless LLC in connec-
tion with the auction of PCS spectrum licenses in FCC Auction 35. The complaint alieges claims of unfair business
practices and interference with economic advantage, and alleges that Alaska Native Wireless is controlled by AT&T
Wireless Services and therefore did not properly qualify as a designated entity under FCC requirements for bidding in
the auction. The complaint does not seek to invalidate any licenses granted to Alaska Native Wireless in the auction,
but seeks remedies of disgorgement and restitution of at least $380 and punitive damages of $677.

Several class action lawsuits have been filed by shareholders of TeleCorp, challenging AT&T Wireless Services’ acquisi-
tion of TeleCorp (see Notes 7 and 20). The lawsuits allege that the consideration paid to TeleCorp shareholders was
inadequate and allege conflicts of interest and breach of fiduciary duties by the directors of TeleCorp. Damages have
not been specified, although the complaints seek injunctive relief to rescind the transaction.
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The ultimate outcome of these claims and actions cannot be predicted with certainty, and accordingly, the aggregate
ultimate liability of AT&T Wireless Services under these claims and actions was not determinable at December 31, 2001,
It is the opinion of AT&T Wireless Services' management that it is not probable that the resolution of such lawsuits will
have a material adverse impact on AT&T Wireless Services' consclidated financial statements.

AT&T Wireless Services also is a defendant in other legal actions involving claims incidental to the normal conduct of
the running of its business. Such matters are subject to many uncertainties and outcomes are not predictable with
assurance. Additionally, AT&T Wireless Services also makes routine filings with the FCC and state regulatory authori-
ties, as well as state and local tax regulatory authorities. However, AT&T Wireless Services believes that the amounts
that may be paid in these actions will not be material to its financial position, or to its results of operations or cash flow.

18. QUARTERLY INFORMATION (UNAUDITED)

20011 First Second Third Fourth
Revenue $3,210 $3,376 $3,496 $ 3528
Revenue from discontinued operations 2 4 8
Revenue as previously reported $3,212 $3,380 $3,502
Operating income (loss) $ 232 $ 260 $ 143 $ (37)
Operating loss from discontinued operations (91) (131) (128)
Operating income as previously reported $ 141 $ 129 $ 15
income (loss) from continuing operations $ 58 $ 343 $ 156 $ (355)
Loss from discontinued operations $ (56) $ (80) $ (79 $ (872)
Dividend requirements on preferred stock
held by AT&T, net $ 42 $ 34 $ - $ -
Net (loss) income available to commaon shareholders $ (42) $ 229 $ 77 $(1,227)
Income (loss) from continuing operations available
to common shareholders per share — basic and diluted $ 0.0t $ 0.12 $ 0.06 $ (0.14)
Loss from discontinued operations per share —
basic and diluted $ (0.03) $ (0.03) $ (0.03) $ (0.34)
Net (loss) income available to common
shareholders per share — basic and diluted $(0.02) $ 0.09 $ 0.03 $ (0.48)
STOCK PRICEZ2:
AT&T Wireless Services common stock
(effective July 9, 2001)3
High $ - $ - $19.92  $16.22
Low $ - $ - $12.27 $12.51
Quarter-end close $ - $ - $14.94 $14.37
AT&T Wireless Group tracking stock
(through July 8, 2001)3
High $27.30 $21.10 $17.20 $ -
Low $17.06 $15.29 $16.29 $ -
Quarter-end close $19.18 $16.35 $ - $ -
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2000 First Second Third Fourth
Revenue $2,198 $2,477 $2,798 $2,973
Revenue from discontinued operations - - 1 1
Revenue as previously reported . $2,198 $2,477 $2,799 $2,974
Operating income (loss) $ 70 $ 1566 $ 85 $ (74)
Operating loss from discontinued operations (44) (49) (58) (124)
Operating income {loss) as previously reported $ 26 $ 107 $ 27 $ (198)
income (loss) from continuing operations $ 53 $ 230 $ 57 $ 488
Loss from discontinued operations $ @70 $ (30) $ (36) $ (77
Dividend requirements on preferred stock
held by AT&T, net $ 13 $ 33 $ 42 $ 42
Net income (loss) available to common shareholders $ 13 $ 167 $ 2N $ 369
Income (loss) from continuing operations available
to common shareholders per share — basic and diluted $ 002 $ 0.08 $ 0.01 $ 018
Loss from discontinued operations per share —
basic and diluted $ (0.01) $(0.01) $ (0.02) $ (0.03)
Net income (loss) available to common shareholders
per share — basic and diluted $ 0.01 $ 007 $(0.01) $ 0.15
STOCK PRICE®2
AT&T Wireless Group tracking stock
{effective April 27, 2000)3
High $ - $36.00 $29.56 $24.94
Low $ - $23.56 $20.50 $16.38
Quarter-end close $ - $27.75 $20.78 $17.31

! Results have been restated to reflect the fixed wireless business as discontinued operations.

2 Stock prices obtained from the NYSE Composite Transaction Tape.

3 No dividends have been declared or paid on AT&T Wireless Group tracking stock or AT&T Wireless Services comman stock.
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19. RECENT ACCOUNTING PRONOUNCEMENTS

In July 2001, the FASB issued SFAS No. 141, “Business Combinations” This statement provides accounting and report-
ing standards for business combinations initiated subsequent to June 30, 2001. All business combinations in the scope
of this statement are to be accounted for under one methed, the purchase method. AT&T Wireless Services' adoption
of this statement during 2001 did not have a material impact on AT&T Wireless Services’ results of operations, financial
position or cash flow.

In July 2001, the FASB issued SFAS No. 142, "Goodwill and Other Intangible Assets” This statement provides account-
ing and reporting standards for intangible assets acquired individually, with a group of other assets, or as part of a
business combination. This statement addresses how acquired goodwill and other intangible assets are recorded upon
their acquisition as well as how they are to be accounted for after they have been initially recognized in the financial
statements. Under this statement, goodwill, including excess net book value associated with equity method investments,
and other intangible assets with indefinite useful lives, on a prospective basis, will no longer be amortized. AT&T
Wireless Services believes licensing costs qualify as having indefinite useful lives and therefore will cease amortization
of licensing costs on a prospective basis. AT&T Wireless Services recognized pre-tax amortization of goodwill, licensing
costs, and amortization of excess net book value associated with equity method investments of $135, $378, and $65,
respectively, for the year ended December 31, 2001, AT&T Wireless Services anticipates that the amounts that would
have been recorded for the year ended December 31, 2002, would not be materially different than the amounts
recorded during 2001. Goodwill and other indefinite-lived assets will be tested for impairment at least annually, based
on a fair value comparison. Intangible assets which have finite useful lives will continue to be amortized over their
respective useful lives. This statement also requires expanded disclosure for goodwill and other intangible assets. AT&T
Wireless Services is required to adopt this statement on January 1, 2002. Upon adoption, AT&T Wireless Services will
be required to complete a transitional impairment test related to goodwill and other indefinite-lived intangible assets.
Any resulting impairment loss will be recognized as a cumulative effect of a change in accounting principle. Based
upon management's current assessment, AT&T Wireless Services does not anticipate recording any material impairment
charges associated with its consclidated goodwill and other indefinite-lived intangible assets upon adoption of this
standard. Any resulting impairment charges recorded by AT&T Wireless Services' equity method investments upon
adoption of this standard may have a material impact to its results of operations.

In July 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations.” This statement provides
accounting and reporting standards for costs associated with the retirement of long-lived assets. This statement
requires entities to record the fair value of a liability for an asset retirement obligation in the period in which it is
incurred. When the liability is initially recorded, the entity capitalizes a cost by increasing the carrying amount of the
related long-lived asset. Over time, the liability is accreted to its present value each period, and the capitalized cost
is depreciated over the useful iife of the related asset. Upon settlement of the liability, an entity either settles the
obligation for its recorded amount or incurs a gain or loss upon settiement. AT&T Wireless Services will be required
to adopt this statement no later than January 1, 2003. AT&T Wireless Services is currently assessing the impact of
this statement on its results of operations, financial position, and cash flows,

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”
This statement replaces SFAS No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-Lived
Assets to Be Disposed Of' SFAS No. 144 retains the fundamental provisions of SFAS No. 121 for recognition and
measurement of the impairment of long-lived assets to be held and used and for measurement of long-lived assets to
be disposed of by sale. This statement applies to all long-lived assets, including discontinued operations, and replaces
the provisions of APB Opinion No. 30, “Reporting Results of Operations — Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions," for the dis-
posal of segments of a business. This statement requires that those long-lived assets be measured at the lower of
carrying amount or fair value less cost to sell, whether reported in continuing operations or in discontinued cperations.
AT&T Wireless Services’ adoption of this statement on January 1, 2002, did not have a material impact on AT&T
Wireless Services' results of operations, financial position or cash flows.




AT&T WIRELESS ANNUAL REPORT 2001

20. SUBSEQUENT EVENTS

On February 12, 2002, AT&T Wireless Services completed the sale of certain fixed wireless assets to Netro Corporation
(Netro), a company that is engaged in a business substantially different from AT&T Wireless Services’ fixed wireless
business. For $16 in cash and 8.2 million shares of Netro common stack, Netro acquired a license to inteflectual prop-
erty, equipment, and proprietary software assets. As a result of the transaction, AT&T Wireless Services now owns
approximately 13.5% of Netro's outstanding common stock.

On February 7, 2002, TeleCorp shareholders voted in favor of the merger transaction with AT&T Wireless Services.
Additionally, during February 2002, AT&T Wireless Services received approval of the merger from the Federal
Communications Commission. AT&T Wireless Services closed the merger transaction with TeleCorp on February 15,
2002, Pursuant to the merger, 146 million new shares of AT&T Wireless Services common stock were issued, as well
as 233 thousand shares of mandatorily redeemable preferred stock of AT&T Wireless Services. Upon closing of the
transaction with JeleCorp, AT&T Wireless Services repaid approximately $938 of the debt assumed from TeleCorp,
including their outstanding bank credit facilities and government financings.

On February 27, 2002, AT&T Wireless Services signed a definitive agreement to acquire for $285 in cash the remaining
49% minority interest in a market in which AT&T Wireless Services previously held a 51% ownership interest. The
agreement remains subject to certain closing conditicns and is expected to close in the first half of 2002.

On March 1, 2002, AT&T Wireless Services initiated a three-year accounts receivable securitization program. The
securitization program will allow for up to $1.2 billion of financing, to be collateralized by subscriber trade accounts
receivable. Under the program, AT&T Wireless Services can sell subscriber trade accounts receivable on a revolving
basis to a special-purpose, wholly owned subsidiary of AT&T Wireless Services. The wholly owned subsidiary of AT&T
Wireless Services would then sell an undivided interest in such receivables to an unrelated third-party financing entity.
The financing is subject to program fees, payable monthly, based on the outstanding borrowed amount. There are
currently no amounts outstanding under this financing arrangement. This financing arrangement is to be used for
general corporate purposes, is subject to customary securitization covenants, and will be recorded as an on-balance
sheet transaction.
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Consumer

AT&T Digital One Rate™ revolutionized wireless calting
by offering customers an all-inclusive monthly rate for
calls across all 50 states — with no roaming or domestic
long distance charges. With AT&T Digital One Rate, every
call in the United States is like a local call. It offers
exceptional value for people on the go, people who travel
in the U.S., and people who make a lot of domestic long
distance calls.

Regional Advantage™ offers a version of the popular,
national AT&T Digital One Rate plan to customers who
travel within a particular region, but make calls o places
across the country. Specifically, AT&T Regional
Advantage allows roaming within a multi-state calling
area without roaming or domestic long distance charges.

Shared Advantage™ gives customers unlimited local
calling between account members and thousands of
minutes of included calling time per month that can

be shared by up to five users on one account.

Sales: 1-888-290-4613
Customer Service: 1-800-888-7600
www.attwireless.com/personal

Business

Corporate Digital Advantage (CDA) is a program for a
large business that simplifies wireless purchasing and
management and offers attractive equipment/service
discounts. Each account has a dedicated team of AT&T
Wireless account representatives to support the program
on a long-term basis. All CDA customers are eligible
for AT&T Wireless Extranet Advantage, our e-business
solution, which provides wireless program account
information for both managers and employees as well
as online product and service information, ordering and
provisioning, care and account management capabilities.

Group Calling offers workgroups of up to 200
co-workers unlimited wireless calls between group
members within a specific Group Calling Area. The group
can also call up to five frequently dialed phone numbers
from within the Group Calling Area. This plan is ideal

for businesses such as engineering/ construction,
remote sales and service, delivery and shipping, and field
service/repair, where people work locally but need to
check in frequently with each other and with their office.

Sales: 1-877-882-5256
Customer Service: 1-800-888-7600
www.attwireless.com/business

Wireless Data

2-Way Text Messaging is a great way to communicate
when a phone call isn't appropriate. You can send,
receive, and reply to short messages, up to 160
characters in length, directly to another compatible
digital wireless phone or any Internet email address.

AT&T Wireless #121 service gives you the information
you want—when and where you need it. Request and
hear directions, stock quotes, movie listings, sports
scores, weather, and news —all from your wireless phone,

“Downloadables” {ring tones and graphics) let you
download your favorite songs to play when a compatible
phone rings. Plus, with AT&T Wireless graphics, you can
download graphics that will flash on a compatible phone
screen to visually identify friends or associates when they
call. To view all the AT&T Wireless ring tones and
graphics, visit www.attwireless.com/ringtones

Customer Services

Where to call: 611 for free from any AT&T Wireless
phone or call toll free, 24/7/365: 1-800-888-7600.

Online Customer Service (OCS): An easy way to
manage your account online. View bills, make payments,
and add features all through our secure web site.
Registration is free. Visit: ecare.attws.com

Customer Advantage: Offers the ultimate flexibility
to customers. As usage needs change so can your
wireless service through this program. Customers are
able to change rate plans as needed and in some
cases receive a credit towards new equipment,
www.attwireless.com/personalfadvantage/

Note: This report was printed March 18, 2002. The
products pictured throughout this report are either
available at press-time or scheduled for introduction
in 2002. Please check your local market for product
availability and terms.




[ SHAREHOLDER INFORMATION

Corporate Headquarters

AT&T Wireless Services, Inc.
7277 164th Avenue NE
Building 1

Redmond, WA 98052
1-425-5680-6000

Stock Information

AT&T Wireless common stock (ticker symbol “AWE”)
is listed on the New York Stock Exchange. As of
December 31, 2001, AT&T Wireless had 2.5 billion
shares outstanding, which were held by more than
3.7 million shareholders.

Shareholder Contacts

There are several ways to contact AT&T Wireless
Investor Relations:

By Phone:
1-425-580-1652

By Mail:

AT&T Wireless Services, Inc.
Investor Relations

7277 164th Avenue NE
Building 1

Redmond, WA 98052

By Email:

awsir@attws.com

On the Internet:
www.attwireless.com/wirelessir

Shareholder Services

For service or assistance with your AT&T Wireless
shareholder account, please contact our Transfer
Agent, EquiServe Trust Company, N.A,, anytime
through the Shareholder Services link on our website
{www.attwireless.com/wirelessir) or by calling toll-free
at 1-866-367-6357 or TDD 1-800-822-2794 from

9 am. to 5 p.m. Eastern Time.

Please direct any correspondence relating to your
shareholder account to:

AT&T Wireless

c/0 EquiServe

P.O. Box 43007
Providence, Rl 02940-3007

Electronic Access to Materials

For the following materials, please contact AT&T Wireless
Investor Relations or visit us on the Internet at
www.attwireless.com/wirelessir:

¢ Form 10-K Annual Report

o Form 10-Q Quarterly Reports

= Proxy Statement

= Quarterly Financial Results Announcements

A copy of our Form 10-K Annual Report filed with the
Securities and Exchange Commission is available

without charge upon written request to AT&T Wireless
Investor Relations at the address noted on this page.

Annuai Meeting
AT&T Wireless will hold its Annual Shareholder Meeting

at 9 a.m. Pacific Time, on Thursday, May 16, 2002 at the
Newcastle Club in Newcastle, Washington.

AT&T Wireless on the Internet

The AT&T Wireless home page — www.attwireless.com —
is the most comprehensive source for AT&T Wireless
news and product information. Visitors can read company
news, sign up for service or manage existing accounts.
Investors also are encouraged to visit our Investor
Relations site on the Internet at
www.attwireless.com/wirelessir.

Supplier Diversity Commitment

As part of its Supplier Diversity Plan, AT&T Wireless has
an ongoing commitment to support minority-, woman-
and veteran-owned businesses. For more information,
please call 1-425-AWS-MWBE (1-425-297-6923).

Recycling

@ This annual report is printed entirely on
recycled paper.

© 2002 AT&T Wireless Services, Inc.
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