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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For the quarterly period ended  September 30, 2007

OR

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

For the transition period from                                           to                                         

Commission File Number 001-14157

TELEPHONE AND DATA SYSTEMS, INC.
(Exact name of registrant as specified in its charter)

Delaware 36-2669023
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

30 North LaSalle Street, Chicago, Illinois  60602
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(Address of principal executive offices)  (Zip Code)

Registrant�s telephone number, including area code: (312) 630-1900

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes  x  No  o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b 2 of the Exchange Act. (Check one):

Large accelerated filer  x Accelerated filer  o Non-accelerated filer  o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes  o  No  x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

Class Outstanding at September 30, 2007
Common Shares, $.01 par value 52,992,984 Shares

Special Common Shares, $.01 par value 58,637,510 Shares
Series A Common Shares, $.01 par value 6,444,661 Shares

Edgar Filing: TELEPHONE & DATA SYSTEMS INC /DE/ - Form 424B3

3



TELEPHONE AND DATA SYSTEMS, INC.

QUARTERLY REPORT ON FORM 10-Q

FOR THE PERIOD ENDED SEPTEMBER 30, 2007

INDEX

Page
No.

Part I. Financial Information

Item 1. Financial Statements (Unaudited) 3

Consolidated Statements of Operations
Three and Nine Months Ended September 30, 2007 and 2006 3

Consolidated Statements of Cash Flows
Nine Months Ended September 30, 2007 and 2006 4

Consolidated Balance Sheets
September 30, 2007 and December 31, 2006 5

Notes to Consolidated Financial Statements 7

Item 2. Management�s Discussion and Analysis of Financial Condition and
Results of Operations

37

Nine Months Ended September 30, 2007 and 2006 40
U.S. Cellular Operations 43
TDS Telecom Operations 51
Three Months Ended September 30, 2007 and 2006 54
Recent Accounting Pronouncements 61
Financial Resources 61
Liquidity and Capital Resources 63
Application of Critical Accounting Policies and Estimates 71
Certain Relationships and Related Transactions 73
Safe Harbor Cautionary Statement 74

Item 3. Quantitative and Qualitative Disclosures About Market Risk 77

Item 4. Controls and Procedures 80

Part II. Other Information 83

Item 1. Legal Proceedings 83

Item 1A. Risk Factors 83

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 83

Edgar Filing: TELEPHONE & DATA SYSTEMS INC /DE/ - Form 424B3

4



Item 4. Submission of Matters to a Vote of Security Holders 85

Item 5. Other Information 85

Item 6. Exhibits 86

Signatures

Edgar Filing: TELEPHONE & DATA SYSTEMS INC /DE/ - Form 424B3

5



PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

TELEPHONE AND DATA SYSTEMS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

UNAUDITED

Three Months Ended
September 30,

Nine Months Ended
September 30,

2007 2006 2007 2006
(Dollars in thousands, except per share amounts)

Operating Revenues $ 1,236,885 $ 1,112,070 $ 3,586,276 $ 3,239,834

Operating Expenses
Cost of services and products (exclusive of depreciation,
amortization and accretion expense shown below) 436,630 390,182 1,257,879 1,136,047
Selling, general and administrative expense 474,071 424,234 1,323,623 1,228,221
Depreciation, amortization and accretion expense 191,695 187,279 573,533 550,698
Total Operating Expenses 1,102,396 1,001,695 3,155,035 2,914,966

Operating Income 134,489 110,375 431,241 324,868

Investment and Other Income (Expense)
Equity in earnings of unconsolidated entities 23,823 24,080 71,394 66,376
Interest and dividend income 18,687 16,323 182,651 174,351
Interest expense (49,730) (59,365) (162,776) (177,185)
Fair value adjustment of derivative instruments (54,824) 34,619 (157,073) 22,881
Gain on sale of investments 248,860 � 386,780 91,418
Other expense (865) (4,319) (4,957) (6,187)
Total Investment and Other Income (Expense) 185,951 11,338 316,019 171,654

Income Before Income Taxes, Minority Interest and
Extraordinary Item 320,440 121,713 747,260 496,522
Income tax expense 115,907 35,718 283,845 185,246
Income Before Minority Interest and Extraordinary
Item 204,533 85,995 463,415 311,276
Minority share of income (15,623)
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